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Abstract

This study aims to describe a model for forecasting option prices in Sidney Futures Exchange based on a
Neuro-Fuzzy approach. To achieve this, four distinctive scenarios from different types of Neural Network
and Fuzzy Logic have been presented along with their respective learning algorithms. All scenarios have
been implemented in MATLAB environment. Then, using the time-series of option prices and other
exogenous variables, such as the underlying asset price, the option’s exercise price, the asset price
volatility, the current risk free rate and the time interval, it predicts the option prices in the next day. By
choosing standard criteria for performance measurement such as Mean Square Error (MSE) and
Regression (R) among obtained results and expected values, it is determined that which configuration

has better forecasting properties for each of the patterns. Accordingly, best configurations are selected
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from each scenario. As the result, the fourth scenario which benefits from Neuro-fuzzy network and
Particle Swarm Optimization for learning the algorithm and Entropy for choosing the best parameters has
been introduced as the best scenario.
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