European Options:

X
maximum call = ¢, < S, minimum call = ¢; > max (0,5 — —H>

X
T—t’

maximumput = py < ——————

X
minimum put = p; = max (O,—H - S)

American Options:

X
maximum call = C; < S;, minimum call = C; = max (0,5 — —T_t>

maximum put = P, <X, minimum put = max(0,X — S)

If C <c or P<p atthetime t < T, then American Option holder could wait until its maturity and hence
¢ = C,p < P since both options exercise at the same time.

If X > X forputand X < Xy for call, then American call and put writer can exercise their options before
maturity and hence ¢ < C,p < P.

Therefore, c < C and p < P



