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Newcastle Graduate School of Business T2 2010
GSBS6142 Derivatives and Risk Management
Individual Assignment

Due date: 28 July 2010 5:00pm (Assignments will be accepted without penalty up to 11 August 2010 5:00pm)
You are given a summary of one of the international derivative markets, for the S&P500 Composite Share Index.
1) The summary includes the market index which is used as the underlying asset of the derivatives of interest.
2) The derivatives data include futures, call options, and put options.

3) The market price, trading volume, and open interest details are provided for each derivative.
3) The goal of this assignment is to analyse the derivatives market using the information provided and provide a summary report.
4) You are required to provide a report which covers the following content:

· Calculate the theoretical price of each derivative 
· Compare the theoretical price with the market price.
· Using derivatives with different time to maturity suggest the market expectation of the index in the near future.
· What kind of investment strategy can you think of?
5) Next you are asked to establish a investment portfolio following your investment strategy assuming you have $10,000.
6) Calculate the return for your investment strategy for the following three cases and provide a summary of the results.
A. Market index changes to: 1150 on 18.03.2010 and 1200 on 17.06.2010
B. Market index changes to: 1100 on 18.03.2010 and 1000 on 17.06.2010
C. Market index changes to: 1200 on 18.03.2010 and 1150 on 17.06.2010
7) The report must be double spaced in Times New Roman 12 font with one inch margin, with a maximum of three pages. 
8) Upload the report in turnitin on Blackboard by week 10.
This assignment is designed to help you practice using the theoretical models and understand how to generate an investment portfolio using derivatives. Try to use all the models that we discussed in the lecture and try to find at least three investment strategies.
The assessment will be based on the traces of effort and originality within the final report.

[image: image1.emf]Current Date Current Price Open High Low

15-Jan-10 1136.03 1147.72 1147.77 1131.39

Expiry Date Current Price Open High Low Trading Volume Open Interest

18-Mar-10 1132.3 1142.8 1144 1127.5 22556 327678

17-Jun-10 1127.4 1127.4 1127.4 1127.4 50 2651

Expiry Date Current Price Exercise Price Open High Low Trading Volume Open Interest

18-Mar-10 53.55 1100 56 56 53.55 1870 163887

18-Mar-10 24.05 1150 28.5 29.3 22.5 3499 56091

18-Mar-10 7.02 1200 9.1 9.1 6.85 2566 107201

17-Jun-10 73.75 1100 76 76 73.75 352 79633

17-Jun-10 45.3 1150 48.3 53.2 44 4249 65540

17-Jun-10 24 1200 25.4 25.4 24 1525 104620

Expiry Date Current Price Exercise Price Open High Low Trading Volume Open Interest

18-Mar-10 21.95 1100 18.7 23.37 18.6 5102 201694

18-Mar-10 41.65 1150 35.8 43 35.8 4262 26918

18-Mar-10 75.35 1200 68.5 75.35 68.5 2 6874

17-Jun-10 47.45 1100 46.3 47.45 46.3 3153 94901

17-Jun-10 68 1150 60 70.6 60 2460 18928

17-Jun-10 96.8 1200 94.6 96.8 94.6 3 3379

Risk free rate 0.50% per annum continuously compounded

Option volatility 15.66% per annum

Market Index S&P500 Composite Share Index

Other Relevant Information

Put Options

Call Options

Futures



