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Pricing 1B

Underlying Risk JE| &
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Price B1&
Time B5E
Volatility 5 &/
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Futures

Derivatives £7& IREEE
ARBER, EDEEMEETER
Forward =2 HRZE24 eX _
Futures HitS PI9500%0 B4 &5, MERE=-EeFUALESE
Ophons %}gﬁg /%E%: H E%%ﬁ%1§%9700%5
Warrants #E A1838 % (9700 — 9500) * 200 = 200 * 200 = 40,000
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Currency Forwards 518

—FHHE = cForward Bz 1EZ/)7?
Spot Yen/$ FEZ 120

HERIZE 0.15%

=70A 2 0.3%

Spot 120 Yen/Dollar
Yen Interest 0.15%
Dollar Interest 0.30%

Now 1 Year
Yen 120 120.18
Dollar | 1.003

Yen/Dollar 120 119.821



Currency Forwards &

—FHHE = cForward Bz 1EZ /)72
Spot Yen/$ FEZ 120

HERIZE 0.15%

=70A 2 0.3%

In Math

Fer(Se, RYe™, RIOUAT) = 5, x |1 +

Rdollar

Ryen ]

Continuously compounding

FtT(St: Ryen’Rdollar) =S, X r(rye"—rdouar)(T—t)



Currency Forwards 518

MR B RIForwardB1% 4 1197

Spot 120 Yen/Dollar
Yen Interest 0.15%
Dollar Interest 0.30%

Now 1 Year
Yen 120 120.18
Dollar | 1.003

Yen/Dollar 120 119.821
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MR B RIForward(B1& 4 1197
ERESENEm, AEER
BWEEE G, WERTT

Forward Price 119

Lend yen 118.8218

borrow dollars 0.9970

Transaction Cash flow(t) Cash flow(T)

Buy 1 dollar forward 0| -119yen + 1dollar

Lend 119/(140.15%) yen -118.82 yen +119yen

Borrow 1/(140.3%) dollars +0.9970 dollars -1 dollar

Sell .9970 dollars spot at 120 +119.64 yen - 0.9970 dollars 0
+0.82 yen 0




Currency Forwards 518

e, ?

Forward Price 119

Lend yen 118.8218

borrow dollars 0.9970

Transaction Cash flow(t) Cash flow(T)

Buy 1 dollar forward 0Ol -119yen + ldollar

Lend 119/(140.15%) yen -118.82 yen +119yen

Borrow 1/(1+0.3%) dollars +0.9970 dollars -1 dollar

Sell .9970 dollars spot at 120 +119.64 yen - 0.9970 dollars 0
+0.82 yen 0




Currency Forwards 518

[ 8 FE 1302

1. EERE? 2EERE—FHNEER
2. REFEE

3. ERER

Forward Price 119

Lend yen 118.8218

borrow dollars 0.9970

Transaction Cash flow(t) Cash flow(T)

Buy 1 dollar forward 0l -119yen + 1dollar

Lend 119/(1+0.15%) yen -118.82 yen +119yen

Borrow 1/(14+0.3%) dollars +0.9970 dollars -1 dollar

Sell .9970 dollars spot at 120 +119.64 yen - 0.9970 dollars 0
+0.82 yen 0




Stock Forwards &

EREIRE vs E#EForwards
1. ERZE S,

2. BRAK S, x e+0(T-1)
3. BF PV (D) x er+0(T-1)

upper bound of Fyr = [S; — PV(D)] X e"+)T-0

BS5EHRE vs E HForwards
1. BEARES,

2. BEEEES, x NT-D

3. BRI PV(D) x er=NT-

lower bound of Fyr =[Sy — PV(D)] x "= N{T~0
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Index Futures EF/| R

| i XBLEE BETT hiafs KBLE
1 2330 =1ESE 13.6395% 419 1215 = 0.0232%
2 2317 B P 4.8906% 420 2387 BT 0.0231%
3 6505 &=t 2.7517% 421 3454 2= 0.0227%
4 2412 FEE 2.7416% 422 3033 2 0.0225%
5 2882 E== 2.4687% 423 1608 == 0.0225%
6 2881 EHE=E 2.4087% 424 6281 === 0.0224%
7 1303 =E 2.1524% 425 9911 BT 0.0222%
8 2454 EEW 2.082% 426 4935 F-= 0.0222%
9 1301 a4 1.7844% 427 2701 BEE 0.022%
10 1326 &t 1.6471% 428 3041 BE 0.0219%
1" 2308 &EE® 1.5386% 429 6197 =uE 0.0218%
12 3008 K1k 1.4877% 430 5243 | F-ZE= 0.0217%
13 2002 i 1.4393% 431 4919 wE 0.0215%
14 3045, =8X 1.3175% 432 2390 = 0.0215%
15 2891 FEE 1.2623% 433 2436 | @28E 0.0214%
16 2311 BAX 1.2279% 434 3149 IEE 0.0214%
17 2886 kE=E 1.2099% 435 1522 | REE 0.0214%
18 2382 EE 1.0331% 436 8411 FiEE 0.0214%
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European Options BT &1 1

Long Call

P&L at Expiration ——P&L +60 Days
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www.OptionTradingTips.com
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Options AN{a]zH(E7?

1. The payoff of the option at maturity date
2. The probability of the option being in-the-money at maturity

¥ Theoretical Price

Call Option Payoff [

Daily Stock Price Changes
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Options EZN R

- ZiEPayoff ZIHHIEFH4F
« P-C Parity

o ZSEMUL

http://www.optiontradingtips.com/strategies/



Options [ ?

« Greeks 1F&t
« Delta\Gamma\Theta\Vega

- 2B/ : hitp://www.optiontradingtips.com/pricing/
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Options Covered Call
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B2 /175 12 Financial Engineering

http://msfe.illinois.edu/

MSFE ILLINOIS COLLEGES OF BUSINESS AND ENGINEERING AT ILLINOIS

Contact lllinois MSFE | Apply Online
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