
E-Finance: Lecture 1

Microsoft Calls

<< "Statistics`ContinuousDistributions "̀

Black Scholes Formula

Nor@x_D = CDF@NormalDistribution@0, 1D, xD
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Solve for the implied volatility

February Calls

σ = s ê. FindRootAcA36, 60, 53 + 4.5ê8, s, 0.055
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0.0289455

Solve the price of the Feb 55 Call

cA36, 50, 53 + 4.5ê8, σ, 0.055
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Oakland Fire

NPV if you build today

2000 H100 − 75L
50000

NPV if you wait

10% Interest Rate

.5 2000 H100 − 75L + .5 5000 H100 − 75L
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20% Interest Rate

.5 2000 H100 − 75L + .5 5000 H100 − 75L
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