
International Finance 725 Final Exam Formulas

u = eσ
√

T−t

d =
1

u

P =
e(rn−rd)(T−t) − d

u− d

Put = ke−rn(T−t)N(−d2)− Se−rd(T−t)N(−d1)

Call = Se−rd(T−t)N(d1)− ke−rn(T−t)N(d2)

d1 =
ln

(
S
k

)
+

(
rn − rd + σ2

2

)
(T − t)

σ
√

T − t

d2 = d1 − σ
√

T − t

wA =
(E[RA]− rf ) σ2

B − (E[RB]− rf ) cov (RA, RB)

(E[RA]− rf ) σ2
B + (E[RB]− rf ) σ2

A − [E[RA]− rf + E[RB]− rf ] cov (RA, RB)

y =
E[Rp]− rf

.01Aσ2
p

wa =
R− E[Rb]

E[Ra]− E[Rb]

1


