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Abstract: The dynamic hedging problem for European options is studied by gpplying stochastic differen-
tial ganemethod, under the assumption of incompletemarketw here the underlying assetsprices follow
geometric B row nian motion w ith stochastic volatility. The stochastic differential game model for the
self-financing hedging strategy is estabilished A dynamic hedging portfolio that yields the minimum
mean-square replication error isgiven W hen the volatility isa detem inistic function of time, the strat-
egy coincidesw ith B lack-Scholes' s delta-hedging
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