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Original Example Revisited
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1] Since p is a risk-neutral probability Ja=
Yoo NYX YO YD o \A(N = p) o p = +/FOYY
1] Alternatively, we can use the formula
rT VY- X
P=e —d=e \Y—'/Q=,’;Y‘~
u-—d VARVA fis
20 S, /JLSQS % VE/N e :
JI\:;(;SB;rj(erage:(:‘J Al el Al sa



4_.‘-0\.’.0)‘._.::5" 6)‘3.3&})‘

Su =YY
fu=)
.|‘rD«
S
f
t/
Sd = YA
fd =

PG R N P PO e RS
e VY X Y0 (LeaY ) 4 FEVY x +) = 2 /8PP

A 81558 eS8 ‘J l«| (<] [ > [] [r0/): Jai
Mofid Brokerage co.



YYY Ao () -V) JS..’& 5‘41>f3: Sl 95 - 5 Jlis

Y¥/Y
YY
v V4/A
YA
\7/Y
o] daloaw (ojj.:) d}f}h u
A-:é»«sﬂ;-fﬂfa—%@a 1| (<] [ > [] [17 /) i
Mofid Brokerage co.



Y"\CWQ(\ '—f)‘}g%})\:&‘ ‘5)‘ 1 /ufa})‘

Yo
V/YAYY

B oy 8 53 skl 55,0 B
= e VY X Y0 (L/SOYY X FIY + /FFVY x +) = Y/ YOV
A oy 8 55 sl g, R
= e NV XYO (LSO X Y/AYOV £ /FEVY x +) = V/YAYY

Ads 8155 Sl ‘J l«| (<] [»] 1] [/ gt
Mofid Brokerage co.



YYS i (1 1—V) K OF 3555 Coad b by 5 Lt Jlsa

O+ YA
\ARAMY *f
Atars
Y'Y
F v
A-:é»«sﬂ;-fﬂfa—%&a I« (<] [ > [M] [ 12/ Jai
Mofid Brokerage co.



What Happens When an Option is American

(Figure 10.8, page 227)
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Delta

1] Delta (A) is the ratio of the change in the price of a stock

option to the change in the price of the underlying stock.

5] The value of A varies from node to node.
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