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We explicitly solve the pricing problem for perpetual American puts and calls, and provide an efficient semi-explicit

pricing procedure for options with finite time horizon. Contrary to the standard approach, which uses the price process

as a primitive, we model the price process as the expected present value of a stream, which is a monotone function

of a Lévy process. Certain processes exhibiting mean-reverting, stochastic volatility and/or switching features can be

modelled in this way. This specification allows us to consider assets that pay no dividends at all when the level of the

underlying stochastic factor is too low, assets that pay dividends at a fixed rate when the underlying stochastic process

remains in some range, or capped dividends. (Received June 28, 2004)
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