:/ALMMM_Q_L

Tho Awevicoun Pl/l'('/ optitn allons the ho(o{e/lr f/o cet( one wwit OYL
stocks vy swibe price |& ot ouny (stopping) time . T T .

Th wwt he wovtlh ot (et the BS price of a Buwpeon put.

et (e enpert to {ﬂt/d 3 ot -the o&mmaé exeveile P%(/Uj A Lol

Like tht | I : L [
I

buz %Megvm  to deteynring the exeviite /'Jts-wxo(owj

\
ek bos to LR like i — s e e W f’\\ /
. Theve' < 1o cﬁoyao'f —fu-/m .@xp}@gg,aﬂ ﬁy.ﬁm %W}Q //34
bwr/\o{owj , or {or the /)Mce
* ot simanlote here - becowse e olonwrt hmw, wheve e showlo|

exevene . the option 1

% Diveot colenlotion by olscvetizig tha probloma o a biomial tree
them  solve fﬂlj o{'jmw‘-ﬁ: [)VO mmmfyg

% PPE  niethol
o Approximotien - - .

b pealol the olzuetiztion w2
To ottempt to approximate 42 olyrowits of thae svock prie , we wv\@{ﬁj

\ P *‘(() We lve 67:’\/9/'/\0‘140\ ool e ene to
‘?Ll() - Q - | Chee & P So ou B0 matoh the ft
"“'-»n.v,,;_ ’)/ ‘j,
N TS | O maemetS of- e Fted ewvlurtion

i ' ~ dgt S
| =G, = eﬂ‘ l{ggj_: EGZWBL‘HV »G')Lt): ezcrlfwzw AN

PPQST T/e,.g ~ ezﬂv—é—o‘%
= pet-enht e’ - Pe ¢ 9e
b (054 4y 4 {({ ~p e = p( Q - "L& )6 & L&
re bove with eg:—X?{
\‘ A= prt gy

R= le—(- ?/,(L



Uee the fme: A= poex™ X!
= P: ___——-__AMX—I
=X

The seconol goves
R=pix= XX

o - A-xT . -
PR B et et
= L ~f —2
A o
A= plx=xTt v x (xt¥)
L (x+X ) = peEx"+ XY
T B Xy Ut '

2 —
A xEe) = (Bt X (B E Wt )E 4At

| = AXE Be)x -+ Aze = X A
Notiee thot B 7A%. The (ager reot. 3 cloaty 7o, the

q/uw\odmm i positie ot X=[, owol the (roduct of the y»t rz [

so want the L;wc]e/r vewt.
S Rey) + LB 4A*

- We %wﬁ‘é

 x= e >
[+ow oloes —thny VoY with W7 Bsth A, R ove cloe tol, so
AR +vh R |+ v+ 09k _
so (BT 4nt = (2 Cortavh)= wtrtrh)t /\
_ _ = L4Qrtd — Srh o+ 0Lk M/{T
= qorh + OU) [
Thws x=edSx 2t dacth g Joh / fJf
Tz L
50 EJ@? <
b

Thy illostretes €02 pefor plvewbod of binomm(
peivg 5 the tiwe = step how to he mueh swollen thou the Spoe stp

T,% T':*{ , oo kjov\ wont oYX /ﬁ‘.;.LO—-Z
we pneed £06 tivno SRS - - SLO\/\/*[ R,“jf



C Mundh better B to use o PDE wethoo ; Cranlc - Nicolion i the
method of chore phhem it com he wed|. |
-~ ot $o ﬁmd( quf LJ@L?M* dirersiona( walﬁms R

{mf@mmp&, we have 1 oG Browmiun stouks Sl S avel whon
we s we yeene (< — A § STJ )fr

leien






