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”Neutral derivative pricing” is a pricing paradigm appropriate for tradable contracts (as contrasted to the paradigm of

”indifference pricing” appropriate for non-tradable, such as, OTC contracts). The ”neutral” pricing PDE (under HARA

and CARA utility of wealth), which might be the ultimate generalization of the classical Black-Scholes PDE is derived.

The completely general (the most conservative, i.e., the Black-Scholes-type) hedging formula is derived as well. Among

many applications, a new and elaborate model for pricing equity is introduced; its explicit solution is found, and ”The

Dividend Puzzle” of F. Black is solved quantitatively.
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