
profit is the final payoff minus the initial cost.



Definition

The date specified in the contract is known as the

The price specified in the contract is known as the

is the final price of the underlying

This reflects the fact that the option will be exercised if



Draw a diagram showing the variation of the trader’s profit with the



Definition

Definition

Definition

Definition
of an option is defined as the maximum of zero



The terms of option contracts are adjusted to reflect expected



Definition

financial institution to meet the particular needs of a corporate

Definition
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