Delta: qQM.wa,a Thaka A‘:Yvo%\lw\a.ﬁog ,
/A‘t\ ‘%APW\. \’R"lo’\ﬂ

£ gadt |

v(a+da t4dD)E (s k)
* A(s4) da
% 52-: T ) @A

+ (s, AL

‘1L we ignore e O-lem, te e dt tewm, we end
Up w/ ta Delkn %p.mm A\a‘muwd:icm.




19. Assume that the Black-Scholes framework holds. The price of a nondividend-paying stock is
$30.00. The price of a put option on this stock is $4.00. L
i
You are given: ‘ r

G  A=-028

(i) T=0.10 | !

)
j

Using the delta-gamma approximation, determine the price of the out option if the stock price
changes to $31.50.

=N da=3150-20 = \A. Eo

(A)  $3.40 =

®B)  $3.50 A ( Sy, dk) £ v, (3(o) ‘D\

(©)__ $3.60

D)  $3.70° = %t (3g°\,ﬂ) dx

(B)  $3.80 *3 r‘\; gsm'o) (da)®

=4 +(-0.28)(4%0)
3: (0.0 (4.50)*

= ... :53—0 =9 (b}‘

|
!
¢
1
i
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20). Assume that the Black-Scholes framework holds. Consider an'foption on a stock.
You are given the following information at time 0:
) The stock price is S(0), which is greater than 80. 6(0) Y 80
(ii)  The option price is 2.34. > "0’(3(0\, O) ._._ 2. 3(_‘_

(i) The option delta is -0.181. & A\ (5 (g),0) = - 0.484

(iv)  The option gamma is 0.035. = n (S(O\ DJ = 0 035

St =8¢
The stock price changes to 86.00. Using the delta-gamma appr oximation, you find that
the option price changes to@, %
N v(3dt), dx) = fsr (S(c),0)

D ine S(0). ‘

etermine S(0) .‘. ‘_\ ($(o\ 0) Al)

=dp=l20 + 4 2

(A) 8480 =2dp A P(sto),0) (dn)

S de @ 4
(B)  85.00 =>

2.24 = 2.3% +(~0.484) (dn) &

(D)  85.40 + % (O.QSS)(dA)z
(E)  85.80 o

0.0438 (A"~ 0.484(dn) + D 43 =0
= e te guad;rodiic o (dw) -

| (5% masc x Q)

We. choose !

=2 Sl9) =8¢ ~0.33 % 85 20 = (g
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