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Q.1  Answer Briefly any seven of the following (Out of ten)

1 Define Put Option and Exercise price.

1> Whatare financial derivatives? Te) O
29 Name any two financial markets. ?i g_)
~4t Explain the terms: Bid ask and Bid effer. <t
& Define with example: Barrier optiorﬁ c[l_\l
@ Distinguish between European ophd@nd American option in minimum three O
S points each. O ‘5
=1 When any investment is called risk fre2? Give two examples of risk-free )
<C  investments. <C
% Define: Smaller order effect on the %lfo]io. ad
9  Obtain the stochastic differential equation for f{s)= =999,

10 Define: Sensitivity to interest rate.

Q.2 uswer the following (Any Two) w w0
$ Explain: Higher the exercise price I@L is received for the asset at expiry of&
<t option. <t <t
clgl Explain in detail: Put-call parity. [(ll C';\j
@ How much one should pay now to r@lve a guarantced amount at the future tirG®
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Q.3 z‘}L swer the following 2 2
i

2

4
W N
es@“’“;z
MASTER OF SCIENCE MATHEMATICS Examiton {0 )¢ ’Vl
MSC MATHS Semester - 4 MARCH 2025 ( Regular ) MARCH - 2025

Discuss the Mathematical significarfof Black-Scholes equation and derive tﬁE
boundary and final conditions for the same.

Definc call option and explain how the call option value is a function of exercise

price and time to expiry. '
OR

Answer the following

1

Solve the Black Scholes Partial differential equation.

What are option for? Explain how the option reduces the risk to investors.
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Q.4 Answer the following

1

2 .

questions (Any Two)

Explain the simple model on asset price.
State and prove Jto’s lemma and extend the result for f=f(s 1),

Q.5 Answer the following (Any Two)

1
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Explain Forward and Future Contracts in detail.
Explain the situation of call and put p@fion at the time of expiry of options-
Explain in detail the elimination of @domness from Itos lemma.

What are dividends? Explain in detdiifthe constant dividend yield structur® ang
derive the Black-Scholes partial ditﬁ%ntial equation corresponding to 1t.
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