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1- Options

2- Option Buyer or Option Holder
3- Option Seller or Writer or Issue
4- Premium

5- Option Price

6- Exercise Price

7- Strike Price

8- Expiration Date or Exercise Date or Strike Date or
Maturity

9- American Option

10- European Option

11- Average Option

12- Jumps

13- Spikes

14- Calendar Basis Risk
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1- Intrinsic Value

2- Time Value

3- Out The Money Option (OTM)
4- At The Money Option (ATM)
5- In The Money Option (ITM)
6- Rate of Option Average

7- Fixed Strike
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Figure 1- Changes in asset prices in time At in binomial
tree model
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Figure 3- Paths of maximum and minimum Average in binomial tree model
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Table 3- The results of ARMA (2,3) model esti

guesys o shro Bl 450! t o, Jhis!
Variable Coefficient Standard deviation t statistic Probability
C 9/00 0.15 58.8 0.0000
AR(1) 0.23 0.20 1.14 0.2600
AR(2) 0.75 0.19 3.9 0.0002
MA(1) 0.82 0.21 3.9 0.0001
MA(2) -0.13 0.07 -1.80 0.0730
MA(3) -0.25 0.06 -4.4 0.0000
SIGMASQ 0.002 8.97E05 21.35 0.0000
Likelihood Akaike Schwartz R? Adjusted R?
389.73 -3.34 -3.24 0.95 0.94

Source: Research findings
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N (soybean meal)

Table 4- The results of ARMA (1,2) model estimatio

goesy) o o sbre Bl ol t o,lof Jleis
Variable Coefficient Standard deviation t statistic Probability
C 9.69 0.052 186.12 0.0000
AR(1) 6.96 0.021 45.79 0.0000
MA(1) 0.87 0.053 16.25 0.0000
MA(2) 0.25 0.062 3.80 0.0002
SIGMASQ 0.0024 1.34E-05 17.71 0.0000
Likelihood Akaike Schwartz R? Adjusted R?
487.87 -5.425 -5.336 0.978 0.977
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Source: Research findings
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Figure 5- Process of soybean meal price movement in the binomial tree (Unit: 10 Rials)
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Figure 6- Process of corn price movement in the binomial tree (Unit: 10 Rials)
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Table 5- Option value in Binomial tree method (Unit: 10 Rials)

< Col LB Cangd b (qaluww] L] 39U (SLAB Cond b (alpmsl LS Hob- Sl Joo
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P o » (Fixed Strike) (Floating Strike) (Black-Scholes)
o - [ . s - I s . e & . e
A LI = R s e o R Yo LoDt
§-§ g R (Call option) Put option Call option Put option . .
e 9 2’?’ %' xi' s VRV ) ol D T ves SWR ol JPERRVe S ?;IT "’;95
8' Arithm  Geomet Arithm Geomet Arithm Geomet Arithm  Geomet . u
S - - - . - . - - Option Option
etic ric etic ric etic ric etic ric
oo ez 1025 87.9 86.8 2.3 25 36.5 374 18.5 18.1 1145 10.9
. 4 months
0 & ° e
2 2 e 1000 1185 116.8 1.6 2.1 474 48.8 20.6 19.9 153.7 9.9
5 & 6months
Jlos 950 183.6 179.9 1.0 1.2 75.8 78.8 22.9 22.0 243.7 8.3
1 year
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2 -~ 4 months
g \g olo W
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L
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year

Source: Research findings
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Table 6- Sensitivity parameters of Asian option with six months expiry date
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>l a5 ks P92 L] S5 ks P98 Yl
Parameter Call Option Put Option Call Option Put Option
& 0.9158 -0.0596 0.4161 -0.5593
(Delta)
L&
0.0014 0.0014 0.0029 0.0029
(Gamma)
5 0.5633 0.5633 2.3983 2.3983
(Vega)
L -0.1334 -0.0179 -0.2177 -0.0047
(Theta)
99) 1.9367 -0.1640 1.4499 -2.4239
(Rho)
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Figure 10- The relationship between option price and time to expiry
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Figure 11- The relationship between Risk-free rate, option price and Rho
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