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where

1
n(z) = exp(-z3/2);
V2

In(S,/S,) —(r - c¥/s)t_

z = ;
oyt
S, = current stock price;
S, = random stock price at time #;
¥ = risk-free interest rate;
t = time remaining until option maturity; and
o = standard deviation of returns for the underlying stock.



Coc = Cos * 1,05 + (1, - 3)0, (3)

where

Cas =Sy M(d) - Ke™ N (d - o\1) is the Black-Scholes option pricing formula;
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