David Guild
Final Exam

1a)

The risk neutral probabilities are calculated in the same ways
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1b)

Well, the time=2 part of our tree is fairly simple
t=0

t=1

t=2
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50

f0









0
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0

To find the time zero and one values, we must use our calculated q’s from above

fu=(100*.64+50*.36)/1.1=74.5

fd=0

f0=(.75*74.5+.25*0)/1.1=50.8

2a)
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2b)
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