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PART  1: Review Comments 

 

 Reviewer’s comment Author’s comment (if agreed with reviewer, 

correct the manuscript and highlight that part in 

the manuscript. It is mandatory that authors 

should write his/her feedback here) 

Compulsory REVISION comments 

 

The authors tried to use the benchmark option and 

an regular option to derive the closed-form option 

pricing formula as described in Heston (1993). 

However, there are some missing definitions and 

links:  

1. What’s the definition of benchmark option;  

2. When you chose an independent function L(t,S,Y) 

and set the left side of your equation (15) equal to 

the negative L(t,S,Y), what’s the reason behind it? 

There are also some other issues: 

3. Equation (9) is not completely right. 

4. What’s the source of equation (14)? 

5. Check equation (26). 

6. Equation (27) misses b2, and check b1. 

7. Equation (31) and (32) don’t include C(T-t,phi). 

8. Equation (33) and (34) need define tau. 

9. Equation (36), what’s the pi asterisk? 

10. What’s the purpose of introducing those Greeks, 

i.e. equation (37)-(41)?  

11. Check equation (42), which is either incomplete 

or has extra minus sign? 

12. What’s the purpose of demonstrating the market 

growth rate, which is irrelevant to this paper?  

13. Need more description of your data, such as 

what’s S/NO? 

14. If T is the days of trading, and t=n/T, should t be 

the reciprocal of days? 

15. The paper mentions several times that equity 

returns and implied volatility are negatively 
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correlated, however, no reference or source was 

given.  

16. This paper was the valuation of European option. 

So it would be expected to demonstrate the option 

pricing with the derived closed-form of Heston 

model. It requires the estimation of all parameters in 

the Heston model. Therefore, the parameter 

estimation section and empirical example section 

seem not very relevant to prior sections. 

 

Minor REVISION comments 
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