
M339W : August 22nd, 2022 .

Important Prerequisite Material .
• Basics of derivative securities from M3390

> (prepaid) forwards
> calls lputs
> spreads , strangles , straddles

• Arbitrage Portfolio Def
'

n .

• Binomial option Pricing
• Covariance formula

• Normal Distribution

Binomial Asset pricing Model .
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-assume immediate and continuous reinvestment of dividend in
the same stock .
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