Problem Set: B&S, Solutions
Black and Scholes formula for the call:
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Numerical formulae:
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Question 3:
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The price for the American call is the same.
The price of the put, using the put-call parity is:
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Question 4:
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Using the put-call parity, the price of the put is:
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\F = 1.5088
e price of the call exceeds the price of the put because:

Xe "(T) =39.834 is less than the price of the stock S = 40.
Alternatively, the price of the put can be calculated as:
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Question 5:

The relation between annualized and continuously compounding is given by:
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