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Ex 20. You need to sell a car. At every timet =0,...,T -1, you set a
price p; and a customer then views the car. The probability that the
customer buys a car at price p is D(p). If the car isn't sold be time T
then it is sold for fixed price V , V < 1. Maximize the reward from
selling the car and find the recursion for the optimal reward when
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Ex 21 (Call Option). You own a call option with strike price p. Here
you can buy a share at price p making profit X; — p where x; is the
price of the share at time t. The share must be exercised by time T.
The price of stock X; satisfies

X1 =X+ €

Jore; IIDRV with finite expectation. Show that there exists a decresing

sequence {a;}o<;<7 such that it is optimal to exercise whenever X, > a;
occurs.
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