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«Do option prices support the subjective»

This paper deals with the question, whether subjective probabilities of takeover completion, estimated from current observable spot-prices of target stock, from expected bid price and from current forecasted "stand-alone" price of target stock, enhance classical subjective probability forecasts, such as Black-Scholes model. Using nonparametric approach it can be shown, that the spot price model is more adequate to describe the option price distribution and hence subjective probability function of target stock price at the expected completion date.

