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In economics and finance, the analysis of financial markets has been
conducted under the assumption that there is no transaction cost. However, many types of
transaction costs are present in the guise of bid-ask spreads, liquidity, and commissions. Any
further analysis of the case of no transaction cost would not help us give a practical policy
prescription to various problems arising from the cost structure and uncertainty that are unique to
financial markets. In this project, we formulated transaction costs in various mathematical models
and obtained implication to the financial markets in general.
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