
TU-E2210 First midterm exam 23.10.2019 

1. Explain with couple of sentences: 

a) Brownian motion 

b) Markov chain 

c) Time value of option 

d) (can’t remember) 

e) American option 

f) Martingales 

 

2.  

a) Derive the formula: 

 

 

b) Explain Newton method. 1p from explanation, 1p from formula, 1p from picture 

 

 

 

 

 

 

 

 

 



3.  

a) 2p, right from exercise: 

               

b) From same exercise. 4p. Instead of S^p_t, it was asked S^5_t 

 

4. a) Explain put-call parity 2p 

b) 4p, as this exercise but slightly different values. 

 

 

 

 

 



5.  This exercise with different values. It was asked to find probability that the put will expire in the 

money. 

 

 

6. Short essay about stochastic volatilities 


