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Economic Basis of Risk Neural Pricing

WANG Dehe
(School of Finance, Capital University of Economics and Trade, Beijing 100070, China)

Abstract; Risk neutral pricing is an important method of financial assets pricing, which means when pricing financial assets,
we can construct a risk neutral probability measurement which is different from the actual probability. Its aim is to estimate the
expected value of the financial assets under the measurement above and determine the price of the assets with the risk free in-
terest rate discount. In essence, risk neutral probability is a relative value of future position unit payment which calculates the
mean value of the future incomes of risk assets. Actually, it roughly calculates the incomes of future assets into an equivalent
risk free income. Therefore, risky assets can be calculated to determine its current price with the risk free interest rate dis-
count just like risk free assets.
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