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Chapter 5, Exercise 3
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(ii)

We know from 5.2 that the following is a martingale:
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Taking the limit as n goes to infinity of:
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Taking the limit of this as o | oy we find that:
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(iii)

If we set « to satisfy:

Because of (i) we know that taking o > ¢, we get o € (0,1).

Solving for e? gives:
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Taking the derivative of:
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Chapter 5, Exercise 4
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