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Prosjektbeskrivelse:

Buy and sell stock are very risky because you do not know
what the market prices are in the future. In finance, investors
always would like to control the financial risk, reducing or
eliminating the whole risk. It is the objective of options, since
buyers of options can never lose more than the price they pay
for them.

An option is a contract that gives buyers the right (but not the
obligation) to buy or sell the underlying asset at a fixed price
(the strike price) on or before a given date (the expiration
date). However, trading options without an option caculator
can make you lose your money, no one likes to overpay for an
option. The value of an option is determined by a number of
variables relating to the underlying asset and financial
markets: Current value of the underlying asset, variance in
value of the underlying asset, dividends paid on the
underlying asset, strike price of option, time to expiration on
option, riskless interest rate corresponding to life of option..
There are different types of options: American, European,
Asian options, ... In this project, we would like to build an
option calculator to calculate the price of options based on
several models like the binomial model and the Black-Scholes
model. Energy trading system of Navita AS (Halden) works
with this problem.
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