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Lemma 603

20.1 The Black-Scholes Assumption about
Stock Prices 603

20.2 Brownian Motion 604

Definition of Brownian Motion 604
Properties of Brownian Motion 606
Arithmetic Brownian Motion 607
The Ornstein-Uhlenbeck Process 608

20.3 Geometric Brownian Motion 609

Lognormality 609
Relative Importance of the Drift and Noise

Terms 610
Multiplication Rules 610
Modeling Correlated Asset Prices 612
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