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Part I - Option pricing in Excel  
1. Implement the Black Scholes Model in Excel. The trader will introduce in the specified cells the model parameters as following: 
 
• Current stock price • Exercise price • Risk free rate • Volatility • Time to expiry  
The calculations must dynamically provide the prices of call and put options  
2. Calculate the price of a call option using the Black Scholes model implemented earlier in Excel.  
Underlying asset:  
Microsoft stock price from Yahoo Finance 
Volatility calculated in Excel based on the historical daily evolution of Microsoft stock price in the previous 360 days.  
Risk free rate = 0.1 % 
Time to expiry = 1 year 
Exercise price = current stock price  
3. Implement the Binomial Option Pricing Model in Excel using the same option inputs found in #2. The trader will introduce, in the specified cells, the model parameters as following, and compare the option prices for each model used in #2 and #3: a. Current stock price b. Exercise price c. Risk free rate d. Volatility e. Time to expiry  f. The calculations must provide: g. Upward movement (u) 
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h. Downward movement(d) i. Probability of increase (Pu) j. Probability of decrease (Pd) k. Stock price considering the upward movement l. Stock price considering the downward movement m. Payoffs  n. The price of a call option o. The price of a put option  
 
 
Part II – Forecast oil price evolution 
 
1. Download data about oil price evolution.  
Source: http://www.quandl.com  
Asset: WTI Crude Oil Spot Price Cushing, OK 
Period: 2014-01-01 – current day  
Frequency: Daily  
File type: Excel 
2. Make a graph in Excel about oil price evolution using the data download from Quandl. Try to observe a trend if there is one.   
 
3. Calculate oil price average, min and max in Excel.   
4. Identify the factors that influenced the evolution of oil price in the mentioned period.   
5. Think of a trading strategy for oil. Try to anticipate oil price future evolution.  
6. Forecast oil price using: 
• Your own judgment based on the information provided by the graph, news from the internet as well as your intuition • A statistical method (regression, trend line, moving average or what method you consider suitable for the data).  • Forecasted period: one day, one month and one year.  • Try to combine the two approaches.  
 
[bookmark: _GoBack]7. Check after a period if your forecast was close to the registered value.
