Puk-Call an%/.
?mtfb@(o A: . I,g%ca,u, bote E.uoPeau.

!ﬁ * lagniten put % otharwise idevticQ
The poyelf f*‘?% Ha portfelic
The Royeff:

VA(T) = VC(T) "‘VP (T) T S(T) -X

o

78

Toitfolio  : { * long non dividend- payging Shocle
o bomow Moz (K) @ fhe wsk-free cake gwd

No AeBITRAGE Y
=> V(o) = Vglo)
V. (0) = Vp(o) = 5(0) = PVo;r (K) - Caw Rty .

Move genurally' Jor aW te [o,71:

Ve (1) - Vp(t) = S(EY- PV, 1 (k)

'szor'fﬁ’ e The nooc‘odro.ge asme'thin su%«o.eui .
d O\Alj wor\es 'Pd( EWOPeo.n. op‘b:.oms .




Wt Rortlio A
we constud 'a
'san‘\h;‘\(c" -Erward
7 "A 'o:“f morked " -\’ofward
Speciod (ase’
shibe pwee K = foncotd prce for the stocle F

(=

K= Fr(2)=5e)e = Py (Slo))
2

PVo;I‘ (K) = S(o)
<=2
Ve (- VY= O = S(o) - PNogr (K)

{=>
el vhiey || B Tany,
M, ©
0{&6’)
Pui prces

1 calk ch'f’)
: R E, (@) =S stinkee (K)




Advanced Derivatives Questions

1. Consider a European call option and a European put option on a nondividend-paying
stock. You are given:

(1) The current price of the stock is 60.
(i1)  The call option currently sells for 0.15 more than the put option.
(ii1))  Both the call option and put option will expire in 4 years.

(iv)  Both the call option and put option have a strike price of 70.

Calculate the continuously compounded risk-free interest rate.

r=?

.

(A) 0.039 'RJ'COM Q”&”j ]

(B) 0.049

(©) 0.059 \U,o)-\lp(% = Slo) - PVoyr (¥)

(D) 0.069 N~——""

(E) 0.079 I (&) J: s
045 = 60 - R0e

:l'Oélw = 63 25

bb\ ’-l-osa‘.85
~kr= 4 (500)

N 535 _
¢ qﬂn(% = 0.0%16
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77. Youare given:

78.

1) The current price to buy one share of XYZ stock i

i1) The stock does not pay dividends.

1i1) The continuously compounded risk-free interest rate is

v) A European call option on one share of XYZ stock with a strike price of K
that expires in pne yeaf costs 66.59.

V) A European put option on one share of XYZ stock with a strike price of K
that expires in one year costs 18.64.

Using put-call parity, calculate the strike price, K.

—+: \.(0) -Nplo) Slo) - PV%"’(\()

(A)
(B)
©)
(D)
(E)

449

452

480

559

582

6C59-18 64 =500 - Ke ©%®

Ke % - 500-66.59 +18.64

K = €”%(452.05) = 10,0052
n

The current price of a non-dividend paying stock is 40 and the continuously compounded
risk-free interest rate i You are given that the price of a 35-strike call option is 3.35
fa

higher than the price o

40-strike call option, where both options expire in 3 months.

Calculate the amount by which the price of an otherwise equivalen@strike put option
exceeds. the price of an otherwise equivaler@strike put option.

(A)
(B)
©
(D)
(E)

_‘,:
1.55

1.65
1.75
3.25

3.35

FAM-09-22

Vc_(o) K‘=2’5) VP‘O>\(‘=‘55) = 9 -ESQ-O'OS(OJ'S)

(o) - 4oe >
+

VP(O, Kf?)-‘i)- VP(O, K,ﬁ‘fO)) = Se-O-OQ

- oanswer = 58-0.02.3'%5 - 41.55
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