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As a stock price process, the Black-Scholes model is traditionally used to estimate

option prices, however the volatility of the Black-Scholes model is assumed to be a

constant. It is well known that the volatility changes in financial markets. In this

thesis, the SABR model which was introduced by Hagan, Kumar, Lesniewski and

Woodword (2002) and is one of stochastic volatility models, is used and an American

option is considered under the model. The SABR model is approximated as a binary

tree using the method of Vellekoop and Nieuwenhuis (2009). In this paper, features of

exercise boundaries and Greeks of American put option are studied.
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