
 

 
 
 
 

Thesis proposal: 

The impact of volatility modelling on cliquet option 
valuation 

 

Presentation 

Synopsis (from Wilmott): "Cliquet options are at present the height of fashion in the world of equity 
derivatives. These contracts are appealing to the investor because of their protection against 
downside risk, yet with significant upside potential. Capping the maximum, as in this globally 
floored, locally capped example, ensures that the payoff is never too extreme and therefore that the 
value of the contract is not too outrageous" 

The development of the range of the exotic payoff for mono-asset equity products has triggered several 
new developments of pricing framework, especially in the area of the volatility modelling. One of the 
famous example is the cliquet equity option. Due to their multi-observation period structure, this 
product appears to be more sensitive to change in volatility structure over time.  

The purpose of this thesis is to make a review of the approaches for volatility modelling (local 
volatility, stochastic volatility, ...) and to analyse and compare several of them on a few practical cases 
(specific product description and benchmark prices can be obtained). The target of the student is to 
produce out with a set of recommendations - best practice to follow when tackling the valuation of 
those options under various market conditions. Additionally, several sensitivity analysis could be 
performed (impact on greeks, moneyness, ...)  in order to reach a broader understanding of the impact 
a more sophisticated variance modelling in the pricing process. 
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Student profile  

The student must have the following profile: 

 Mathematical background 

 Programming skills 

 Good level in English 
A meeting between the student and the PwC quant group will be organised to clarify the objectives, 
discuss the practical details and assess the student profile. 
 

Practical details 
In addition to the follow-up provided by the University, the student will be followed by a member of 
the PwC quant group. 
The thesis can be combined with a PwC internship. 
 

PwC contact: Guillaume Magdelyns (guillaume.magdelyns@pwc.be) 


