
EXAM MFE QUESTIONS OF THE WEEK
S. Broverman, 2007

Week of April 2/07

A stock has a current price of 100. The stock has annual volatility of   .5 œ Þ#

The continuously compounded risk free rate is  . Apply the Black-Scholes option pricing< œ Þ!&

formula to find the price of a European call option with strike price 100 expiring in 1 year in each of the
following cases.
(a) The stock pays continuous dividends at the rate of   .$ œ Þ"

(b)  The stock pays a discrete dividend of 10 in 1 month.

The solution can be found below.



Week of April 2/07 - Solution
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