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Chapter 1

%M (Linear Algebra)

1.1 XTI

PR (Function)& — MR —ERMHE, BRAZEMOE RIS, BE
TR R, 9 T EUERX AR ME| BRI E Y, X EL AR
FEPREL . N R AR ORI SR (R AR BB AKE H (Data In Data
Out) - BIGHHE—2M f () KR AL

f(z) =322 (1.1)
R code:

x=7
f=3*%x"2
f

FEX PR, o HE—"THREMN TS, HEEIEEANALE -
Wi Ar =7, XPTEEGESRIBEBETEEHRRENXITIHE, 3x 72, &
fEkH f(7) = 14T R - (EBFEERE, REGE AT LUE B B AT i
1, YT E2E LHIRE(1.1), R AREIERZT, A2 %HH AEE R AT
AEA2147, NAIREREHAMAEUE - XA T — M N7TRI147THIFE M K R,
FIt AR B B FR VBB 52 (Mapping) :

7 — 147

HRES—AENRE, —7H A LUl BRE(1.1) 78 R 147 (AR Ul — T R EL
IR F] LU, AT AT LAFR [a] [F] — N H -
7

s }—>147

1



2 CHAPTER 1. #2145

BERIEN R, 8RR —— %R (Bijection) KIBR G R R, g2
Ui, — MEANERNR— R HE, A ES SR TR
B - FlanmE(1.1), TRABGHE —7x R 1470 rl BEME, ROAVFTAT R 147 - 53Xt
TEE Lo ERGEE > 0, TEXMERIEEZN, Frg B f(2) Z A5
AT —— XN AIBR R R R

f(z)=32> 2>0 (1.2)

¥ 5% (Notation) T EE, BERICKHFEESH . WhHLEHEHf(2)¥s
REE (1), FEAAER SN FRMFE, ERFHORRESF2HEE,
R E . XEUEEMRIEN BB DEE R, T FEERNELE
Al RE -

5 & AL (Composite Function)#iEH f o g, &fB— 1 REHI I HAIERN 7 —
MBI, REHEH AR . BAERFgOZE—TREL, ERMEA
fre WEFOME—1THRE, EREAZ(v):

fog(z) = flg(x)) (1.3)

fEFH LR E(1.1), f(x) = 322, REEX—DFEEg(x) =2 -8, AH
FHEg OIS RENE] f ORI R, HUER X E AR

fog(x) = flg(x)) = f(z —8) = 3(x —8)?
R code:
x<-=7
g<-function(x){x-8}

f<-function(x){3*x"2}
f(g(x))

B RAE B A (Maximum Function)#i th i KERTKEL, 5 Emax() - T
UHALERZHAE THEMNE, FERHEFRERREE, mTFEEHR
KAERH - HIALXHEE S 3.14 1000 0.5 999 —9999 - FEIkHIH
i RAE, A max() 7] LIS H 45 R

max(3.14, 1000, 0.5, 999, —9999) = 1000 (1.4)
R code:
max(3.14 , 1000 , 0.5 , 999 , -9999)

X BT 5 =] LGOS B
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1.2 FRE, [FENERE

BERMGT R Z A B FEEE—MFIL, MENZEMENLREE
1 BERNEREREBEN, FOF¥KXEVEMEEER - BITMFR
AN RN T BIMGE, NN T AR AR - X FRARIE, #H
EHPANFEBIL EMEE . EXBERNTASEROGTE, B LLUXEP M
DR A T -

FriE (Scalar) A& — 1M 40E, FILUHAEMAFSRAE, KK LI EHE
FERAE — 1721 x 15EFE -

] & (Vector) ¥8 & —FIEF, W AEd|, ©&AE—5, HAL
BIRZATHIL x nFEkE -
R code:

x=10 #Scalar
y=c(3.14 , 1000 , 0.5 , 999 , -9999) #Vector

FEFE(Matrix) & Z D FREAE T —&, XMEHEETEZITE
Flm x n, XN EARFIFE - ERE T #EE R R o LUfF
HRES, £FJLME, BEE—E, H A R ek
R code:

x=c(1,2,3) #tvector
y=c(4,5,6) #vector
z=c(7,8,9) #vector
A=cbind(x,y,z)#matrix
A

FEFERL F (Transpose) & LA R B—IEFEEITE, SESERE
HFEMAF 54 LAE E—ANT o Flan EEEA T AR A, ERERE
AT

A= AT =

1
2 (1.5)
3

O Ut
© 00

1
4
7

co Ut N
O O W

R code:

x=c(1,2,3) #tvector
y=c(4,5,6) #vector
z=c(7,8,9) #vector

A=cbind(x,y,z)#matrix
t(A) #traspose



4 CHAPTER 1. #&MHCHL

[ A AR TR, P DU S A S A IR B . SE R R
BIEMA T RENNE, BENREPRERMKR T SENRE . FEMN
WELRTE, HAEN-

1
=12 al=]1 2 3|
3
1
b=|13 5] b'=]|3
5
a = |10 a® = 10|

STFR(Symmetry) & Ui, WEHR—MEEF MM x m, LIUEIETTER
M, SERERENREER, WA RERE . THRE—MHSKE
FINTFRAERE, TRt s, #HASHZL -
1 2 3
2 5 4
3 4 6

Ini%(Addition), FEREATANGE, SRIEHEREHH RO ERIEIE, *FRAR,
XL (AR DN I FRERE 2 AL UA AR AT B S 5L, f4n:

S =

1 4 14+14 5
rT+y=|2|+|5|=]|2+5|=|7T
3 6 3+6 9
R code:
x=c(1,2,3) #tvector
y=c(4,5,6) #vector
x+y
1 4 7 1 11 141 441 741 2 5 8
A+B=|2 5 8|4+]12 2 2|=|2+2 5+2 8+2|=4 7 10
3 6 9 3 3 3 3+3 64+3 943 6 9 12
R code:

x=c(1,2,3) #tvector
y=c(4,5,6) #vector
z=c(7,8,9) #vector
A=cbind(x,y,z)#matrix
B=cbind(x,x,x)#matrix
A+B



1.3. FEFEFRIEAFERED 5

— % BT LR TR S SRR, RO B SR T8
FOSORR, ARERAERPOFTALT, S, o,

1 4 7 10+1 1044 1047 11 14 17
a+A=10+|2 5 8|=|10+2 10+5 10+8 |=| 12 15 18
3 6 9 10+3 10+6 10+9 13 16 19
R code:
a=10
A=cbind(x,y,z)#matrix
a+A

1.3 FEFEIRIEANFERE

5% (Dot Product), FREEM MARIKEREE, et R EREEM
e, NG TEPTE RIFRARANEAAMAN - XTI &2 A PFRIEN G EE— D E
s, BTEAm sk, Bilan:

1 4 1x4 4
zoy=>» |2 5l=>|2x5|= 10 [=44 10+ 18 = 32
3116 3% 6 18
R code:

x=c(1,2,3) #vector
y=c(4,5,6) #vector
Xhxhy

B, FNBE SRR, TELHDRMZEE, SAERH R W E8T
F, XA MNRBIREME TR ORAESE, Flanfi R E5 7 AR S 3k.

4

)
6

RS TIAN R, TS5 Z W BMHEsRAE, LA LUE SCRERE 3R DL T
=, WAt

z-y=|1 2 3] =1Xx4+2x5+3x6=32

1 47 1 I1x14+4%x24+7x%x3 30
A-x=]2 5 8 2|1=12x145x24+8x3|=| 36
3 69 3 3x14+6x2+9%x3 42

R code:
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A% *x

FERE S M2 AR, HRFTIRSIRE L, SR E— 1 FEE . JERE
MR 2 55 & e R (1.3) EAERE AR -

1 4 7 1 4 7 30 66 102
A-A=|2 5 8|12 5 8|=]|36 81 126
36 9 3 6 9 42 96 150
R code:
AYx%A

ML —RIFRIE AT LI ENEES], mRARIES WL, A%« %R
&, HERsEr -

FREIY (Matrix Inverse), F8EUEEH—FEFERSE, FIX P AEFREHR,
TR — P RELAN Ak LR, HM AL EROMFERE - HREERE L,
ST — 5 A R R FERE AT S B LA - B — N IERERS A — A
S, BREF R T solve() MEDRMEHLX AR - 72 FHEEFIFE, AT
UER], —PAERERLIERY, S5RAFE— 10,1568

1 4 7 —0.8 0.1 0.5333 1 00
A-A =12 0 8|-|] 01 -02 0.1 =10 1 0
369 0.2 0.1 —0.1333 00 1

R code:

A=matrix(c(1,4,7,2,0,8,3,6,9) ,nrow=3,ncol=3,byrow = TRUE)
solve(A)
A%*%solve (A)

THTRFERE (Full Rank Matrix), JFA2 T IE JEAEREHE S, X
AR L HAKERERERE - AWM H S . B oA R RERERE
o, HYATES A DUEH B ERATRSRA B R, REE BT MR E b
KW, BAHELEETMIEZHNEER - FTLUEREFITERNT - 51, &
AREMEEFT - JIFIK, MR DMEREE 2WNER, a2tk ©
A LA#RR 9 4E % (Non-singular) -

R /RS (Cartesian Product), FEAEMTHZEER, H—1TEEH
g, Felln— g mE . AR EMEBUEMEFREIER . mEE
— N UE, #5551 E EEEHER.

1 1x4 1x5 1x6
2 2x4 2x5 2x6

3 3x4 3x5 3Ix6

BRRRRNES R — NS, BFRTBSR BRI IR
Bk ffor-loopEER «

T Xy = x| 4 5 6=
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1.4 M HEKRE

ZIULW&E AR, B8N ETEERERE BRI A - FF T Kl
¥

3z + 6y +22 =5 (1.6)
20+ 5y +42 =11
26z + 59y + 36z =7

A LVE HX A HREBRERE - BOVSE— P HRFHIALCRE4, Fin
EREZATEMAREORNUT, BMEBE="TENA. W ERE=1T
A LS — ZAHTERE . TUXEEN T REETFE, BAHK
HJ

FE— NG T, RS EHRIE S T2

T+4y+ 7z =11 (1.7)
20 4+82=9
3xr+6y+92=5

EXHLN TS MFEFEE

14 7] |« 11
2.0 8| |yl=]09
369 |« 5
&5 o W TSR LA AR B R )3
147|147 |2 14 771
2 08| -/2038|-|y|=20 38 9
3 6 9 36 9| |= 3 6 9 5
x 14 7] |1 —5.23
yl=|20 8 9 |=| —02
z 369 5 2.43

R code:

A=matrix(c(1,4,7,2,0,8,3,6,9) ,nrow=3,ncol=3,byrow = TRUE)
f=c(11,9,5)
solve (A) %%t
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1.5 g
I (Quadratic Form)@EE IL IR MR SIAFRA TR, £
TR M Z TP LR — R, AZeENHERAFEHKX
e BN, X BB I IR

22+ 2zy + o?

SRASHIREFA DRy, SUIEES TR B . Bk (L8)T
DI AT

|z oy |-

11 x
1 1| |y
A e IR TR AT IME AR E IR R, El— M=, H2iFE- A
EAREGE KRG B— I NFRBET MR, FHARE - ZIIERERN T 14
RANFEREZ [A] B e

zl Ax (1.8)
R code:
t (%) %*x%A%*%x

FIAA(L.8)- KA RE . TUESH, “XKERXAE3INE
7, —ANEEMIER, RLU—DNIETEMERE, FRLXAMESER -
FIRZ(1.8) I H ESKIE T TR FERE AR FREY, B2 h T B —0p %8
TR, BTE RERBE S BIMLERERE AN PRI - FEME A E AL T
TIRATERERBMER, NHEREZ T IRTTERREL AR AT LI
5 RRFRAY -



Chapter 2

% (Returns)

2.1 [ERZERTE

# AR ZE (Net Return), A LIRS EERITIFZRALE o T HARATIAF
HEF B E6%, FAAK S (Deposit)$10000, —F /5 FHRUH A, 028 AL
7810600 - AIFRVEIXF1000052E —EHRFE, 6% EXEHRFNEIRE . X—
IEARFHEZE X TEIREBMFA, AT HRMEREOEEE, ERENSE
o, BATER—ARIERICF R, DNE R faRERE . XM RITFER
BF Br = 0.06

W%z (Revenue), FRARAE#HE, HEKEM, LIgTAEHEE ML
Bl Wamn] LIRIEESAE, EEGBEREHRE T8, fEHERER
T ELEERMIFFE, WiEE$600. 5EIET: Revenue =
r X Deposit = 0.06 x 10000 = 600 -

S EHRZ (Gross Return), W AEREIRE, ERESTRE, 4%
MEREARAEZRPLE . SEBREAITE T E®E, JAFEHIHEER
Fo TAMEA—NRITNEFEE, KENRERELDERE . EiX MR
THEFREFE, SEHRERE1.060 SHREFES: R=1+r=1+0.06=
1.06 -

B H|(compound return), HJ7 ¥ ARG IH 10000, #RATHEFEO0.06,
29 —EMNER, AWM EE10600F IR ENET, £0.060EF . X
o T, BIEYFERARESNAE, SO ANRIT, ATLVE0.06/F]E -
XA MT ER, BB . EXE, B—FEHE1.06MERIRE . &
KRS ERE, B —FRE ERZBEAERER - HASTRURLTE
ERE, MERAFRRESER . AnRERERGEHFEL, EREARE
AR A] DL AL

R=(14r)xA+r)xQ+r)x---=1Q+r)" (2.1)

9



10 CHAPTER 2. A%

RABIFEAEUE, FF10.06, FT7105F, FLLERE.
R = (1+0.06) x (14 0.06) x (14 0.06) x --- = (14 0.06)'° = 1.790848
104F J5 BAEF B0 -
Total = Deposit x R = 10000 x 1.790848 = 17908.48

H—B WA T LAE I, log(R) = log(1.790848) = 0.5826891, T
H101og(1+0.06) = 0.5826891, MFEIEGE] T HFIHILER - H Hexpi&logh
[ iEi%L, fEexpF7E101og(1+0.06) &, HATLISE1.790848 045 5 - Ffi Tt
BT A=t BEENEL BEHREN A

R =exp Z log(1+7) (2.2)
i=1

HEZEE M| (continuous return) A] LAARZ AL, AR EIHARR B I AL T TREUR AT
RE/NAORST B] B[R] HiR 28 A B 5 3K L/ N TR B DR T /N Bk o X /N
IFE B, F/NRETFIE, SRITEER - L2 A EEFE0.068F 7, iX—
FWIRL T TBEAEE N E B, B — /DN R BEE — /N RAA R -

B—A/NREIEGE fE, BEARSAE 2TE M FHER T — /N E B,

BE—FER - [MGXEHT T RERNERN, —FEEEIREREZ D .

ALV SN A

R=exp(rt), 0<t<1 (2.3)

AF(2.3) BRIt ERRIAE — MBI B, T2 7E S R AR HR A HL ] - an SR
BHARRE—F, 7 7¥F, AEE8ERM0.5, Biat =05 REHRE
—&F, FTINH, HEBER0.75, ot =0.75. H9%, WREHARE—
F,OFTI12TMA, t=1. BEHZSBAREE, MTFEFEEHRE . FA16E
Fr=0.06, t=1, IWE—FIHEEEF.

R = exp(rt) = €{0.06 x 1) = 1.061837 (2.4)
E R R KT ERATE

r=.06
deposite=10000

# Revenue
r*10000
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# Gross return
R=1+r

# Total
(1+r)*10000

# Compound Interest for 10 Years
year=1:10

deposit=10000
gross_return=(1+.06) “year
total=gross_return*x10000
cbind(year,gross_return,total)

#Compound Interest by Sum
log(1.790848 )
10*1log(1+0.06)
exp(10*1log(1+0.06))

#Continuous Return
r=0.06

dt=1

exp (r*dt)

2.2 FEIERME

T M 4% (Market price), — H=SBEE TR LB ML, 7EiX
HEATHBEH- AE, SRR TS0 A B R R it B .
A, BENAET —EEE, EARMERNI0ET . MmEEXTFE
6, BEFET MY LK T13%, BEEHEF TN LRk T5%, #
ZEFEFMYEE TN, FUEFF TS TR T1%, FHEFR™
TSN TN T2.5%, FENFEHFTHHRBRKIKING - BATH— 15T r =
(.13,.05,0, —.01, —.025, 1)K G = i 28k, PRI iX L2010 0 2 Tl ]
FImRIEIIRE « FHRyr = 1 + rREB—FMERERE, FERITHFHNH)
THE-EMEEIRRERNERL06, BRyrME TS FATMH
FElogMlexpHI AT (2.2)iE R_yr TAZFAEEF] o

RS FE F FHE cumsum () R EL, X RIEFRBRAIEE . L, 5
HE—MFERL, CECHHREREAS . REHUT, 2B MIH RS
—i, ERE3. RESHILT, 3EML2MAS| &, SERE6. R4
T, 4B 23R, ERE10. RESHIL T, 5E,2,3 4T 2|
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> cbind(year,r,R vr,log R vr,sum,R,price)

vear r R vr log R vr Sum E
[1,1] 1 ©0.130 1.130 0.12221763 0.1222176 1.130000
[2,1 2 0.050 1.050 0.04879%016 0.1710078 1.1886500
[3,1] 3 0.000 1.000 0.00000000 0.1710078 1.186500
[4,1] 4 -0.010 0.9%0 -0.01005034 0.1609575 1.174635
[5,1] 5 -0.025 0.975 -0.02531781 0.1356397 1.145289
[Ef] & 0.1%0 1.1%0 0.17395331 0.3095930 1.362870
>

Figure 2.1: 5 &

—ik, ZRE15. EH NEARIN, FTLIERLIFERILER:

x=c(1,2,3,4,5)
cumsum(x)

BAMEHARENMR, REFTEMNEEFHLEERE . THMKITE
HNprice = 300000 x R- KFHEIEFRBE TSR, #E(22)—
HefrEdE, B—1TRE—F. IFIRFTTHHEBERRE, KRIIZEH
Pt EENNEELSERE . FrEmYESE—F LA 7013, F—F8
SERZEZ1.13, XD HEFES —FREMES339000 - 2| TEHE/NE, #i
SRR, BT RE R NI A B P R, 2136, XA
BB EHIEE] T $408861.1

e 55 AR B 49 41 (Renting AKA Dividends), 7= R AT LU X AN 5
PR FE R EHR o A IH X A AT & $3000001 55 72, FEM SE & 1 F B #f
HT6%F, BrEmiyEG—FEMNEHREEEELTATE . XN AR
B LI$1200% A Mg HAH T H &, B ] LA15 2$14400/) B3 A - 3Rk
ITH6FEE X FE R EMERE. BEE, FHELXNHREHER
i, 6FHIFHLIEEE$86400 - FFI0_EIX BT B 85 /SRR T 11 $408861.1, 7
XA EFER) R E k2] T $408861.1 + $86400 = $495261.1, ZHIS
FHREERE, B LEHEM, H$495261.1/300000 = 1.6509. XML HR
SEIL, IR ARMES300000, EIEESNFEEER LA E] T $408861.1,
ST 1.361% o« /SR BB BN E$86400, AT LLUEEIHRZE AZ1.65,
—PNANREE . ESEEE(2.2) -

Bt ERARE

# Price of a Townhouse
price0=300000 #US Dollars
year=1:6

price

335000.
355550.
355550.
3532380.
343580.
408861.

(Sl Y LI T e
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> chind(price,rent,value, R)
price rent value R

[1,] 339000.0 14400 353400.0 1.178000
[Z2,] 355850.0 28800 384750.0 1.282500
[3,] 355850.0 43200 395150.0 1.330500
[4,] 352390.5 57600 4099590.5 1.366635
[5,] 343580.7 72000 415580.7 1.385269
[6,] 408861.1 E6400 459526l1.1 1.&50870

> |
Figure 2.2: WHEM 2241

r=c(.13,.05,0,-.01,-.025,.19)

R_yr=1+r

log_R_yr=log(R_yr)

sum=cumsum (log_R_yr)

R=exp (sum)

price=R*price0
cbind(year,r,R_yr,log_R_yr,sum,R,price)

#Renting the House AKA Dividends
1200 #monthly rent

12x1200 #yearly rent
rent=cumsum(rep (14400,6))
value=price+rent

R=value/price0
cbind(price,rent,value,R)

2.3 FATEHE

SR (Leverage) A] LASAR R AL BT 3K 55 o HLIT i, W SE—Fr i {E$3000001)
e, FTE20%HIRIES (Margin), H5E2 H 17860000, % A9$24000052
MERAT BLAE Y o 3XRESE B3 I L FH$600000) % 4, 2 E5h T $3000001 557,
FLB21:5 .

WMERBFFHH LA T0.1, XAFIMERBKEI$330000, KK
F&$30000 - XM EE R PRIES 0.5 BT H Bk T0.1, I FEE
WCESHUR T 5165 - NSRBI N T-0.1, AR SHEIES RS, fF
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FPRIE AT BB R AL T7-0.5
Pl BATHRE B LAGRATATELE], A/ AR TSR ER R, Hro R
KEBRIEEBRHERERE.

XNMFIFE, L=5r=0.1, IT&r.:
rp, =Lxr=5x0.1=0.5

ERERENR, WREFTHTHET-02, rp =5x(-0.2) = —1, 2
Wi SE B 7 I ARIE & 7E T/ MBZR L P &R T - RITsE A T RIEE
B A, RN B PR AR R TT 0 4% $24000040 T ERATETA -
FLAF R B RAHT

#Leverage
0.20%300000
0.80%300000

L=1/0.2 #ratio
r=0.1  #market change

300000*r
300000*r/60000

r_L=L*r #return on leverage

2.4 [EIRERMETT

AT R EBIDAFAIE o B DR EFE, BAIH DR
BEHTHERE, £LHCESH T - M8 05 BAERT BEiF
K, FE006HFE, 6FERERM, My i) =15 X
—HABRE, HRUE, IABRELKER, EF ok, Tmeat 7K
ENFEPEENERE.

(.13,.05,0,—.01, —.025,.19) (2.6)
(.06, .06, .06, .06, .06, .06)

X
y
z=(.09,.1,.2,—.2,—.05,.01)

FHI{H (Average) X BHATEH B0F I EHRE, B5—EHRERES
HFE(E o B iRl Z o BFH1{50.05583333 « FEFKHIF ARy HY
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>

> mean (x)

[1] 0.05583333
> mean(v)

[1] O0.0&

> mean(z)

(1] FGER
>

> war (x)

[1] 0.0075041&7

> war (vl

[1] O

> war(z)

[1] 0.01593%9

>

> covichind(®x,v,2))

X ¥ z
0.007504167 O 0.002695
0.000000000 O 0.000000
0.002695000 0 0.0193930

WooHokoW

Figure 2.3: [E[fREAf4TT

HAME0.06 - I EE P35 [E] i 52 2 B F31E0.025 - ZERA AT LU{#E Fmean () i
HotE -

F % (Variance) HIMES AR —HEIR i = FIIERFTEE KN B,
X BEEIERERE, FILTETE, MEITEEREZIERE K
N TTEBRA, BEIIRERZ IS E WK . T H T ZGE 2K TR, AT
BERNME - ZERHJTZ Hvar()REUTE -

FE-VHEERE  (Variance-Covariance Matrix) , 78 _IXTE IR
ROBRATERE T — DX RRAEREA - X B 5 Z2-Th 7 ZFEFE R 2 — IR
RIS RRAEREA - T B 5 | N & 2 e REr e, sty i A
Zo-h I ZZFERE o 7 Z-h 7 ZRERE X, mAE DEi RN T ERE, £
ERECHAE T 75 2-Wh 7 ZHEFERIXT 4% E o ZERA XA HFEFE i F cover () BRI %L
ITHE .

Bl R RACHS

#return estimations
x=c(.13,.05,0,-.01,-.025,.19)
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y=c(.06,.06,.06,.06,.06,.06)
z=c(.09,.1,.2,-.2,-.05,.01)

mean (x)
mean (y)
mean(z)

var (x)
var (y)
var(z)

cov(cbind(x,y,z))

2.5 T [EHR R

MMERZF T, ATLUEAD B3R, TR RBEIN, BE e 0

FIFESTEM, #RT DUR SR FIN RS o (BT A 25 SR S, I Z AR IR
R, RIERET - S E 2 TGE— 135 B 2405 H 22 R -
X BN AEMNEN B —F I Garch B HIR A R PIRE F
.

X—/ N RS =1 BB, [ tseriestE 78 HUR TR 4 (EURUSD) /)
SMCKEAT, BRI B ERZELD, i Garch B 5 tH A -

XTI, FERHfgarchfltsereis i MEF AL, ZEEFMFAHREF
HIFEZEHEEERE, XEAHENE - REEEget. hist.quote() 7] LA EIFF M L
IMERZ ISR, SNCZ KRB EmpRg, X8 2R T2011-2-1%12012-2-
THIBRTER £ RIMCMS - IREM T — RSN ESE (2.5) -

KR X TR B — 3661, &8 H BB, AT EREHRE,
HOEFEN B —REE: H B E - ITEARE(2.2) FloglI 5 #E, Bl Hlogfs #Y)
KA, FEAEURELAE 2 TR RR - B ARRATIERT A AR SEflog, RIEHE—
KA NoghB A 18 2= Bl — K Wloghi Ay, H FHexpREUNEIE, Bk T B HE
ERZE, FE—ERIEHRE . THEPPEBE A f O REGERT, ERE
AR E— PR EIT—TER . Apin FBrE—1Y, HpRRii—
MR, B H P ER AT LR R A

r; = exp{log(pi+1) — log(p;)} — 1 (2.7)

FERE S Garch R 2 Bl T E R B RUE &R, AR BHEE BIREFEQQE(2.5) M Garchii
HQQKE(2.5) . TEEZEE EMAUEAEGTLME—FEL L, WWRE—FE
2 Lt IE SR -
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L
‘qr_ —]
O
‘:r_ —]
_c; -
LIE]
=
3
Lk
Ty}
{""J_ —]
O
{*‘J_ —]
I | I | I I
Mar May Jul Sep Mov Jan
Index

Figure 2.4: [T /&R #12011-2012
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Sample Quantiles

-0.005 0.000 0005 0.010

-0.015

CHAPTER 2. [H#R%E

Return Q-Q Plot

-2 -1 0 1 2

Theoretical Quantiles

Figure 2.5: EURUSDERZQQA




2.5. FIE R R 19
Residual Q-Q Plot
o [a]e
S -
L]
(Fy]
O
S -
E (=
€T o
[k} L]
3 O
O o
o
£ 8
[ =T
w9
L]
o -
Q
= o
g 1o o
' T T T T T
-3 2 -1 0 1

Theoretical Quantiles

Figure 2.6: EURUSD Garch HAQQIA]
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% )5 72 Garch 20 | 1 /T B (2.5), A A5 /O X A 8978 2T 2012-2-
1LUR FI20 R EHRZ « FEr 8| A7 A& 365D H BB ESE, (E AT
ERBEHE D REH T &E900 H BHRE . 7] LUE B H [EHRERAEKF04
W ERBkzh, AREEGE— D EEVLATE AR - B rER o N ER R (E
AT, RAR20R EHRZFEERAATEORI M B ERY - BIREALZIH T —1
ERRTEE, SRR T — P TREHE, ZFEARMKEH EHRERE 2R H
PP EE Z 18], FATTRHX MR E 95% 5L -

Garch BRI T [E] ) K RACHS

library(fGarch)
library(tseries)

eurusd <- get.hist.quote(instrument = "EUR/USD", provider =
"oanda",end="2012-02-01",

start = "2011-02-01",)

plot (eurusd)

eurusd=as.numeric (eurusd)
r=exp(diff (log(eurusd)))-1

qqnorm(r,main="Return Q-Q Plot")
plot(density(xr))
acf (r)

model = garchFit(~arma(1,0)+garch(1,1),cond.dist="std",data=r,
prediction.interval=T)

ggnorm(model@residuals,main="Residual Q-Q Plot")

predict(model,n.ahead=20,plot=TRUE) # T 95} interval
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Prediction with confidence intervals

L]
S - —
o AT
o 1
L]
= !
L] |
: e
g | AN |
b = ,.'r V \ |
[Ty
S _
= LW
T | Aen
e | —| X..—1.998/MSE N
O — A
S | T Xen+1998{MdE
| | | | | |
0 20 40 60 80 100

Index

Figure 2.7: BXJT /345 EIRFEFM
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Chapter 3

{5 7772k (Bonds)

22 % (Bond) ? s H L 2T HFHER, BUENERZEF
B, BUE AR BT, RBATRREEEN - TEMAZFEITEMIE
FAIGTER, BRI N BRI A A DI -

3.1 %E\(Zero)ﬁ\?& (Coupon) fi#

FETT BN S AR LART, & B R0 AR BN RO IE - B EIEIE
FHELZB, MEMHAR, C2BEENMERFOEE. WRIEFE T
B, A A DLE SRMYLIEIES: RS SR E N E . EERR,

THENZHVEN], e SEW s - BRREN, SR T, RNET#T s
FIEFRIAR . BATETTIe— MR 7, WMEEGRS -

v, BARRAEE—KEESL T T EEBMGS, 105531, #a)
WYL, REIXRGSE, 1095 ] AE| e iy B A7 JTTRER - AR E H
Z /DR SEIXRE B G - REE U, X SEEBUR TR ARIT AT

1. MAEMBRITENEZ0.06, FHEFITEERN, HFHI0FE, HFE

#$5583.948% Al LAEE1 T T -

10000

10000/1.06710
2. BIAMEHAEFRZ0.06, WRFITRFELFEHEER, HFEH10F, A
T 22$5536. 7585 il LAEEI1 T TC -

10000

23
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10000/1.03720

3. BIEMEFHEFR0.06, WRBITRFITEESLERN, HFHI0E, AF
2$5488. 1165 7] LAZEE|1 7 TC -

10000

—————— = 5488.116
exp{0.06 x 10}

10000/exp(0.06%10)

HEFENR, ZEGRHEAR ERBTHENER, RAENTREEE
AR . M EZEEMRAFBEBEATE R TIREMRS, RE1HT, A
ERTEEME, 10FEL)S, RAEYT10FERA$5583.948, #E— M EHE
It E -

AU, —EERTREZAE LFF0.07, [\40R A ESE HIX AR
%, HAHEIH, #E - MRITEIESITE, MigtEL .

10000

10000/(1.07)"9

HTRITARGRRE, TEOFONE TET -

NHEHEREREEREGSF . STEOFAFNE, BRI A L
AEFEMNGRFAEENNEEM . —KIATHWERRZE, 10688, ZE b
ENEBE M AFFEE $600RIF G - X N EREAZT70.06, FHE LA LL
6] AL BT TR - RS, XL AT E R RAT g ?
WARBATIAERFE 790.06, HATERBTRITRE, XKREZE G
1T - BRI, WERTENZR0.07, &TEECZFOERAZR .
AT ELX SR B R RN

TERRAT B SE ERI$600, FIFFRQRFEERIS600, P ERERA—1F
o IXFRITIR AR VFHA], ES0E, BERESC00HIMTA « IWRITHEZF M
AHRE, BAER—REF TR . F—2F 719, BUHREZS6007C -
BB T2, BULRILES600. EEIETE, 77105, HH AR BT
8600 - HBJFIAE—EE,, F 1056, BHRMEHEIES Z1757C . BrLuX
Gk B ZE R FI AR X 11 B B S AT

i 600 10000
(

= 9297.642
1007 (1+0.07)10

t=1
t=1:10
a=600/1.07"t
b=10000/(1.07)"10
sum(a,b)
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HTRITEFFIRE TRFREFR, XIREZFH MR T MR m(E -
6] KRR BE— G — B A Z ORI B R T2 B4

c PAR
Z;u+ry+(y+mT (3.1)
C B PAR
=—{1-(+n) ot sy (32)
:§+{PAR—§}(1+T)*T (3.3)

CREBZEMFMEMNE, FBAYE LHEEF T 600 PAREGFHIH
B, 205 H21910000. NFHAUCRRITHR, NEGRIFHZEAE. K
SRITRRGZR SR B, 7 BER105 - NERMUE, H—F,
FOE, B A0 B1) BERINEGTEERITETE, 545
(3.2,3.3) %S o ATLIAJUARERITIEIER, 2B MRERS -

3.2 AW EEZE (Yield to Maturity)

WSE R S B G RRARAG, WOAVEIE, . MM SERERAT, N SE A
ke, Bl TSARAE AR RBRE S/ . FTLH OB, 8
AR (31,3.2,3.3) HHEHRMIERR:, MEEHKSR .

B, —IKEEIE, 10FEI, R A S6001 B = %
ERIN$0000.000 FFLL, XK HEL 5 HTBI IS Z A X A 28

600 600
— {10000 — T}(l +7)71% = 9900 (3.4)

HAr = .0592386 7 REf# & L AT -

r=.0592386
600/r+(10000-600/r) * (1+r) ~10-9900

BRAITH)—F IR REHE SR NI ZE  (Spot Rate) , X &¥a{#H
SRR XX AR R GEFTHT, 152 2 57 N AN E - R #RR N,
FNPVREREATHT . R, XAERFEWITITREH, AR, NPVRE
R

X
(1+y)T

(3.5)
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3.3 HWFR45H (Term Structure)

RS ZIETT BA N FHR L2l R . FHURBIR, PARUER
MHfE, PARERFFEMIR LGRS, S 2 AT LI 580y

PAR
Y = (4Pt Yt g (3.6)
FEL S EL S TR E BER, ATRA A 3FARR S EARS, FARFTR:
Maturity | Price
lyear 9500
2year 8100
3year 7300
X3 N AR E AN R N -
10000 4 /4
= _— _— 1 — . 2 1
y1 ={ 9500 } 0.05263158
10000, 1 /5
={— —1=0.11111111
y2 = { 3100 } 0
10000 ¢ /3
ys =4 =300 } 0.1106035
t=1:3
PAR=10000

P=c(9500,8100,7300)
(PAR/P) "~ (1/¢t)-1



Chapter 4

B H & #12 (Portfolio)

WHHEHE L (Portfolio Theory) EMHFE—ERERIENME L, WTAHE
PAPEL Z PR B, RB B ERB R AN - E KRR Er &2 — DRELZE
&=, WHR—3RERERE, SERLUE0.09, FIRHFEFTAEZEH0.01 -
BEATHEE, ERE-BBSERZ AR, XD E R BRI A7 Y
FRCy e BENLIER R B AR R E A A VL2 3R K, e B {E H AL
SAEH /N o TAVEABENZ Zr AR EIRE, HE(r)RAREIRERIIE

AT RERB LR R A E S E A A HIRTE B3R 5, t7F T REREALE
WBEEEMELGEFLEMEBE B . RITMFTEZRI—1S8, K
PE, RIATEREMTEE - KM/ NS IR ST 8o UK, XD F B
VEsigma, FAEXKREES . EMEME, UEHHIIAEEMEE, k2 HI
Ve, S EBIAE - MEE(r), el 1# 2 BEVLE 2
B, ZHEZ R ER . RIRELS ERUIBEZ Zr, B R
e FIR, WP SHNEFEEREZ D . BEINES, KATARERE
PUHBCRE AR, RTS8 . HTRAZBENR, St EDT
BRFENLA R & T -

XEBANBETHERTIE, KRASEGATEDEMNE, BEOEEN
W&, T2BEHAFRER-

4.1 HEWMBET (Two Assets)

UL, AWM, ENEHREASES B NE(r) = 0.06, E(ry) =
0.11, EATEHRZEAE SIS B N = 012,00 = 0.22, FATEEEHTEAH
A HIERFEE (Portfolio Return) FE(r)F o M HIXF A8 7 |k &
ZEE—NIEEBSG TR (Correlation) p = 0.19, HEtEH, — %
P EEE, A—AEFES B, WRE-INRERFETE, A1 EREFEASR
AIREERE Tk - ARIE B s o BN Z B R iEp, BATATLIER

27
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IR RRERE, INE TR A A R -
W ZE (Covariance) HIITE AT

covar = po109 (4.1)
BHEAETE (Variance) FITHAN, XOEHE B T:
variance = p?o? + (1 — p)203 + 2p(1 — p)covar (4.2)

AR (4.2) FHpREFE—NDETERRASFHHLE, BLE-NDETE
BHRHAEFHHLEREN - p) o HWE—DTE” HFEHREM.L, FB_AK
P 50.9 . FEHABME RIS, FATMO-1, EFE0.1E—" Sy,
e I EE 0T 2H A ) B4R R AR B P B2 -

BRAE N (o) BAEFTFHR, FITEARK:

o = Vvariance (4.3)

B ER LR, TREFERESGERENE, FHESF ST
B, FEATIAL (Weighted Average) :

E(r) = pE(r1) + (1 — p)E(r2) (4.4

INACSE X RO R A28 0 1] & 5 32 e 2 A R AOHES o X EApHI(1 — p) 25
FPEERERLE. ARENRESES MM EMERGENE—E, 5t
TP — R EHA R —H ML ES T HME NN, HEHE
HETE L E SR AL TIPS, Sk, #RElesbeguefR 7 FURFIATE
ERBAIAREHEI A 22 RN, ANEXEEEFEIRIRA .
B EHEEE AN R ERZFBSER B ME . BRRTEHES
TR R s, EA TR E R R EEEN AR « FATE B 27 R B
P, HERERARMEIREIERHRTEHS -
BITANTHRAE, FTUERESE (4.1) BEMELMSER . XiKE
B RER 9 A 2 P i B R R AT AR A, 9 B i 2 Y B AR
(Efficient Frontier) - FIFEESML, B SMHEMMLRIH S, Wiua
%% (Envelope) - ZFTUUMEIR AN, WAERKSAITHREAA
(Feasible Portfolio) SANATFT#¥4H 4 (Infeasible Portfolio) FIFRFR - 7
NG &L MPATR S, RETAIITHE - EihG s D% ihs
A atrg, R TATHE - BREIE EEEGZUIER, Z2ERH
FELE BRI BN ERIE LY, XU A R AR EIREEE - XA
HpRERR A A L E2F AN % L -
HE WA FE T SR

~—
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0.09
I

o BliTHHE

portfolio return

0.08
I

0.07
I

0.08
I

| | | | | I
012 0.14 0.16 0.18 0.20 0.22

sigma

Figure 4.1: P8 SURAH & 1FE-H R0
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#Two-Asset Portfolio Problem

#Assetl
rl =.06
sigmal=.12

#Asset?2
r2 =.11
sigma2=.22

rho =.19
covar =rho*sigmal*sigma2
p =c(0,.1,.2,.3,.4,.5,.6,.7,.8,.9,1)# percent of Assetl

##Portfolio return as function of percent of Assetl##
variance=p~2*sigmal~2+(1-p) "2xsigma2~2+2*p* (1-p)*covar
sigma=sqrt(variance)

portfolio_return=ri*p+r2*(1-p)

cbind(p,sigma,return)
plot(sigma,portfolio_return,type=’o’)

4.2 FERKEN

BEFRKE—BEE, HEZMEE— N EIE AR MR 2K,
EZAE, NTERRIPE . SHEWMEHER, B350 A2
g LA s, FEEIFERIDGHE, EHES % -
T AEL9T3F, WFRE B T2 B B AL, 185k T ik L H0TE
o BB & IFFA], REAEAIRAYT, EEMMAIRH EEER—c,
RIELeHE R, B—F50%MEMUINES, VA — T ug%das
(4.2) o BEEELEFRAN], WRCHHIAEEE, HEMENAE
HAEERF LIS A ANZE A RN -

B R B B 2, FATE TR EARRE XMBFTT
%o WREANDET, BOHETPERIREEE(r), E(r), -, E(ry)ft
o ANV —DIE(r) BRI =, SREBE DB I ERR R

E(r1)
E(r2)

E(;"N)
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portfolio return
0.09
|

0.08
I

0.07
I

0.08
I

| | | | | I
012 0.14 0.16 0.18 0.20 0.22

sigma

Figure 4.2: BRI 7 AR E



32 CHAPTER 4. #%%®HEF®

AU, AT, ENRSMERRENE(r) = 0.1, E(ry) = 0.2, B(r3) =
0.15, E(rq = 0.01), fERE S F HAMERRZHBK LD

Er=c(0.1,0.2,0.15,0.01)

NP HEFEHIERR Z 8], K FEF —PIEAEN x N, X, 75
Z-MTEFEME, RIARR R EHREZFIFHELRR - X PMEFEERE R
HRERISFE . FEFEN AL o2 ER T2, HRIERE T .

2 2 2
0']2-1 0’]2-2 ) O’%N
O’ o’ o« .. 0'
21 292 N
s=| "7 = . (4.6)
2 2 2
ON1 9N2 " ONN

PAANBEF= R, FERIE S ARG M x ARERR I - ZHRE:

S=matrix(c( .10, .01,.03, .05,
.01, .30,.06,-.04,
.03, .06,.40, .02,
.05,-.04,.02, .50),nrow=4,ncol=4)

FAVER DNFRIACR PR HE, WREPENDE, Hoy, 2, oy
REH-PHEITMHEHHLE - @2 — P KREANKFE, THT
HHEREMNL:

T
N
€2
x = ) ,Z ;=1 (4.7)
: i=1
TN

AN, WESH N = 02,29 = 0.1,25 = 0.6,24 = 0.1, FERIES FIH
B HLEREAAT (Sum to 1):

x=c(0.2,0.1,0.6,0.1)

sum(x)

ERxRE— P ERAS, E(r,) XM HERIEERRE - B
AU DLULL B R T U —#E, T A ERE « FIINBCFEIT S, i Y
s, SRR IMAITET

E(ry)=2"-E(r)=[z1 x5 .. an] :"2) = sz‘E(W) (4.8)
E(TN) =1

WA B, AN HE, EREFHITE, SRS MEREE:
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x=c(0.2,0.1,0.6,0.1)
Er=c(0.1,0.2,0.15,0.01)
Xh*hEr

FE B AR R R R REILAY, B ETECRE 1S 2 1 B 1 % RE L
H1. FTLARH G AT E, MERERM M E- T EEME, ZRLE
EATER . WWRAXEF -ERIN KB, EMERNILERMLY
Z-ITEFERE, FRUSENIIE.

2 2 2
A IS I
9 T 921 022 " Oapn X2
0, = Sa::[:cl To - l’N] . . . . :E E TiZ;045
2 2 2 =1 =1
ON1 9N2 " ONN TN
(4.9)

LU BEr=onfl, HERES BITERRAG T E:

x=c(0.2,0.1,0.6,0.1)
S=matrix(c( .10, .01,.03, .05,
.01, .30,.06,-.04,
.03, .06,.40, .02,
.05,-.04,.02, .50),nrow=4,ncol=4)
t (%) WxhSh*hx
X1+ hSh*hx

4.3 HEZMET (N Assets)

RRIHE 1 (Merton 1973)EA1FTH B/~ EHR B W ENE(r), B~ FH )
- ZARERS, I — D RUE e, 5 HXS B HDSETH A LT
_ _STHE() = ¢}

FTESTE o

(4.10)

xE—MNGHRTERHESE -

BTADESFES e, AN, BREAREERE S BE MG - & X
FEsFstE, EEHARITEESNR, £E— . BrER KRR
MEE(r) = (0.1,0.2,0.15,0.01), Fc40.00000001,0.021,0.45,0.8,4, Ji
F-th T ZHERE

0.1 0.01 0.03 0.05
g = 0.01 03 0.06 —0.04
- 1003 006 04 0.02

0.05 —-0.04 0.02 0.5
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BATRMEFIRAHEL AT USRI LUR G R (4.3)
BRUSE — & PR B RACHS

Er=c(0.1,0.2,0.15,0.01)
S=matrix(c( .10, .01,.03, .05,
.01, .30,.06,-.04,
.03, .06,.40, .02,
.05,-.04,.02, .50),nrow=4,ncol=4)

c=0.00000001
a=solve(S)%*%(Er-c)
b=sum(a)

x1=a/b

Er_x1=t (x1) %*%Er
sigmal=sqrt (t(x1)%*%Sk*%x1)

c=0.021

a=solve(8S)%*%(Er-c)
b=sum(a)

x2=a/b

Er_x2=t (x2)%*%Er
sigma2=sqrt (t (x2) %*%Sh*%x2)

c=.45

a=solve(S)%*%(Er-c)
b=sum(a)

x3=a/b

Er_x3=t (x3) /*%Er
sigma3=sqrt (t (x3) %*%S%*%x3)

c=.8

a=solve(S)%*%(Er-c)
b=sum(a)

x4=a/b

Er_x4=t (x4) %*%Er
sigmad=sqrt (t (x4)%*%Sh*%x4)

c=4
a=solve(8)%*%(Er-c)
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35

0.14
I

refurn

I | |
0.27 0.28 0.29

sigma

Figure 4.3: BREi%E — & BE R

0.30
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b=sum(a)

x5=a/b

Er_x5=t (x5) %*%Er
sigmab=sqrt (t (x5) %*%S%*%x5)

sigma=c(sigma3,sigma4d,sigmab,sigmal,sigma?)
return=c(Er_x3,Er_x4,Er_x5,Er_x1,Er_x2)
plot(sigma,return,type=’0’)
cbind(sigma,return)

BAE 2 (Merton 1973) B M AH S, HERAGH G LS
B, B ERIAGA G RIS o Wbx My SO AN ASE S, WEAFI(L -
MIENIE, RS HEHAT LS ).

[ Az + (1= Ny ]
Ar+ (1= ANy = (4.11)
AN + (1 — )\)yN

EBREEHINE 7B, BNEZHRE TH%HE - £ Va2
HATEAEE B s T A G w3, x4 FIIIECFE:

0.63193682 0.61876576 0.60844141
o | 015501812 | | 018214624 | | 0.20270559
371 0.08067196 |4~ | 0.08760799 |75 T | 0.09304492

0.13147311 0.11148000 0.09580808

x3=c(0.63193682,0.15591812,0.08067196,0.13147311)
x4=c(0.61876576,0.18214624,0.08760799,0.11148000)
x5=c(0.60844141,0.20270559,0.09304492,0.09580808)

(x3-x4)/(x5-x4)
lambda=-1.2757275
lambda*x3+(1-lambda) *x4

4.4 WAERE=EMETI(CAPM)

ARG E M2 (capital asset prlclng model, CAPM), HIEHZAFAIH
18 o X BB A2 BT

WA % (Capital Market Line CML) &, BHERIER—
AhFEA % (envelope) LRIRBTHE, R DERE —MEENK (risk-
free) HISLBEBE™, WAIFEECA REARIZR . X% AHE, — MBI ™
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I EHE A (market portfolio) , FAMARE, Fr AT B EHRZEFFREZE D
W rar, o0 - TERESBF= BT ELIRB0, EIHREHr AR FATTERR
FIFERLIC M, FTLLE R EIR B REZIZM: ry, 00« CMLEJAI A IFRIA
N

re=r;+ Mo (4.12)

A&y > rp, WAL (4.12) ATUEH, o 8K AT LIRS H)r, 8K
—H Vo, RERHREENEFIRES, BT LU A ERR IS IREAT, &K
S ok E R, TAERERIIEEEZ D W THRFEDGES, HATET
SHEMAE, BIINS&P500XETTE LA NRITREE S -

B TC RIS B E R Er, = 0.06, T34 5 H & 1 B4R B FbR v 2
Hry = 02,00 = 0.4 FRTHEBIRERZE(rm — rp) /o = (0.2 —
0.06)/0.4 = 0.35 - WIRBATHEE1HK0.2,0.38 M0, PEEERINIr,H:

ry1 =715 +0.350,1 = 0.06 +0.35 x 0.2 =0.13
rz2 =15+ 0.350,2 = 0.06 + 0.35 x 0.3 = 0.165

Bror, reo MM RN Ko, EIERI £ (4.4) BATLIERXFH AT H%, mH
AR EHZ0.35 0 AURFATIN N0, = 0.3IKEEKE, NEMEH . Al
o, = 0.2REMEEMENAS, BELNEERE « 0, /opEHED
e B RAHGHIHD, (1 — op/on) RFHEDELLE TSI BT HIFR 5>« fif
Mo = 0.2, 50%8 5 & EZ 5 X MEBAE . FI50%H) 5T 4 Z T K

BAT LRI

r_£=0.06
r_M=0.2
sigma_M=0.4

slope=(r_M-r_f)/sigma_M
r_xl=r_f+slope*0.2
r_x2=r_f+slopex0.3

return=c(r_x1,r_x2)
sigma=c(0.2,0.3)
plot(sigma,return,type=’o0’,ylim=c(0.06,.2) ,main="CML")

0.2/sigma_M
1-0.2/sigma_M
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CML

|
0.20

| | | |
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sigma

Figure 4.4: WA SHERIERE

|
0.30
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WEFR %% (Security Market Line, SML)ZCAPM A S —FiH % - X
TAEFENIT2E IR TV o R BATE — D SE &My, EEAHEH
[ER B H AT LB &R VER 773, Ny ER BB R - ks /E XA
FEEHEAIRE, E(ry), E(ry WERBANHEEIRFEHE - 2T EHFERT
s TR EHRE, FIanRAT R .

E(rz) = rp+ Be [E(ry) — 1] (4.13)
where

Cou(z,
8, = 0”0(5 Y and (4.14)
Cov(z,y) = 21 Sy (4.15)

XA AR ENVTRI R R B B E IR ERE AR (4.14,4.15) KiHHE . HEE
HERISEATH, BB i B A7 B 1T R AT - SMLACHZ, Wif
BNTE— 1 HEr, NMAEERNERERZ D . HiTH FEEEIEENS N
By, FINS&P500, FHATAT LGBy EoAEHRE .

254, RITHEHFNEr, = 0.04, THEEYWEIREE(r,) = 0.12, T
HEMTTEo? = 0.0008. H—HBKE, NEWX, HalE, 2, yZ HEIHTT
ZRNCov(x,y) = 0.0001 - FINEWXAIERFREZ D . L8,

Bz = 0.001/0.0008 = 1.25
AL (413) -
E(ry) =0.04 +1.25(0.12 — 0.04) = 0.14

BENEWXHIEHRZE H0.14 - WESENEWXFINHEE$50, [RIBAEEMNSS7TE
EE?
50 x (14 0.14) = 57
B LSS TEE R AR & — A iE H AT A% -
BATH%CML RICHE
r_£=0.04
r_y=0.12
cov=0.001
var=0.0008

beta=cov/var
r_f+betax(r_y-r_f)

50%(1+0.14)
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CAPMAKESS

EFHCAPMERI P RBBET, HitRIEL. WRNEIEY, BEIRERE
A ZREFREER AR TRERE R, @7 ER A ZR T ER
K, EITANER - IBFXRIER, Al LEAEMEEEAMSECRME T - A
A LA SEUG T RS I CAPMAERL A & F P .

XRHSER], BATHS&PS00ERA T BE A, HBESHI (Microsoft)
AT EERBEREERR - RERBNRIELRIE StseriesTE T, £
BEELAY1993-11-01%12002-04-03, — 2374 K FIEUE - R AN B2 0 A 2 [E] 4l
EAawEE, REMHAZ

r; = exp{log P41 —log P} — 1 (4.16)
X HEPREBRAORERN - HNARAEE G —17:
sp500=exp(diff (as.numeric(log(sp500))))-1

LR R R EERE S B MmO R EOT B K, LM E IR %
REHE (44) - ATLLET, #{H0.0008413 = A & Ho I E, %%
{H1.3314185HAL B HHER B, AT FAVEERZ00METHE - WL
i, CAPMIERIEIEoS SR TR - 1 HaX B AEFEfE11{H0.00084135,
FARFH/N, SHEIWHTT . BEAESIT %P T EME FHp-value BRI S HH
SEMN, ERFEXEAVEE T i 21120002 MEAR, ERp-valueB 2=

FRRRBRIMGITE, TR B BRI EMPREEAERESE . &
Har] LIRHELZGERE . WWHRa R0, XMNCAPMAIAEUE, BEREMN
NaEY o WRa >0, WHAKREREM KK, BEIREMENES - Xe— K%
FEBEEARIIRE - BERIMBFE NS, BT Ho R ETo, BalFEE R
RNEATEFRTIHHEHRRAE DS L . YCAPMERISE| TAEH HE
IR, o, BRIMEITTESE S EIRHER, Xt R EFEN A S
WEENG &, BATRANATRAEERGTE—MERAEE -

BAREFEEMER (CAPM) BRI

library("tseries") # load the tseries library

sp500 = get.hist.quote(instrument = "“gspc", start =
"1993-11-01", end="2003-04-03",quote="AdjClose")

ms = get.hist.quote(instrument = "msft", start =

"1993-11-01", end="2003-04-03",quote="AdjClose")

spb00=exp(diff (as.numeric(log(sp500))))-1 #prices into returns
ms=exp(diff (as.numeric(log(ms))))-1



14, BORWFEEHER (CAPM) n

> zummary (fit)
Call:
Im(formala = ms ~ =p300)
Residuals:
Min 10 Median 30 Ma=x

-0.15273 -0.01080 -0.00081 0.01048 ©0.14870

Coefficients:

Eztimate 5td. Error t walue Pr(>|t])
(Intercept) 0.0008413 0.0003935 2.138 00,0326 *
sps00 0.o0fe1320 39.008  <2e-16 ==

Signif. codes: 0 “**=%r 0,001 *#**f Q0,01 *** 0,05 *.' 0.1 ** 1
REezidual standard error: 0.01%916 on 2371 degrees of freedom

Multiple B-squared: 0.39%909, Adjusted BE-squared: 0.3306
F-=ztatistic: 1522 on 1 and 2371 DF, p-value: < 2.2e-16

Figure 4.5: AR EMHEEL (CAPM) Bffiit
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fit<-lm(ms ~ sp500)
summary (fit)

4.5 Black-Littermanf&Z! (1991)

B—K, = MR AEHE, R R SR E R EREEE -
RXEEARFR—IRT, MIERERWAITE, FERE LR —
e _EAOTH B, W LA M xR B S, BCREW SRR, &
27009 ERIRE o filik, XMHEF, F-XHEL0.246, FH X
AREE 50754« MDKIE, P SCARERR S -0 U7 ZHE0E - BATHRITEH —
FHHHMZE0.05, 1EATMNEIREEREK . « MPrERRHE—F, BAE
FER LD T IX LR

x = 10.246,0.754|

r. = 0.09016
rf::.05

11 .0044
S:’ 0.1100 0.00 ‘

0.0044 0.2000

FITREBFHEH T E, XE—PHZ0E:

C ge [ 0.1100 0.0044 | | 0.246 |
Vary, =z Sz =(0.246,0.754| ‘ 0.0044  0.2000 ‘ ‘ 0.754 ‘—-0.1210
FITEAE LR, Merton AN EAIN, fHH A (4.20):
re—r;  0.09—0.05
Var, 0.1210 0-329
B EWSIRENERENE, mHmE— 1 mE, AftE:
0.1100 0.0044 | | 0.246 0.0600
rEAST ATy = 08292 0044 0.2000 H 0.754 ’+0‘05 _' 0.1000 ‘
(4.17)
PR, SH— ABRERFEEREYEH0.06, 5 RERFREIRELY

{E40.10 -
Blac-Litterman Model, R {5

#Black-Litterman Model
S=matrix(c( .1100, .0044,
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.0044, .2000 ),nrow=2,ncol=2)
r_f=.05 #risk free rate
x=c(.246,.754)#envelope portfolio
r_x=0.09016 #x%*/Er

var_x=t (x) %*%S%h*%x
lambda=as.numeric((r_x-r_f)/var_x)
r=lambda*S*)x+r_f

T

M _ETH ) (Merton1973) fir i1 22 20 B 4r BEER 5 7] LU ARFRIC, X A2
—ESN, FHFABEHRITRE:
A=Y STHE(@r) - c} (4.18)
X (Merton1973) A ZURL AT LA fal 581 5 A
. Sl{E)(\r) —c}

NAGEFFINETRLUN:
A =S HE(r) - ¢}

WRIEFEPHAEIRLLS:

S\e=E(r)—c
e PIAHEIN Le:

SAx +c= E(r)
M LTE RS HLE, A AR e, RBEIIAT:

E(r)= XSz +ry (4.19)
HEXBEMNETEN T AT E:

=2 (4.20)

2
0%
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Chapter 5

AT 2K .- H /R B ARy
(Black-Scholes)

5.1 E[MEHR

i, BIEFE —HORE (Stock) , IAERTTHMAES$30, FHS) = 308
RFE . TR, AT X 22200 TAE H 5 BIAILEAFL (Option)
AR, B (Strike Price) H$25, X = 250F . @ms 2, 2001
TAERE, WMEXTREMNEIEES2 2 b, FRA] LT AR $25BITA
2y, X ERLAL TR, URAT LR E ITE R - WR2001 TAEH G,
XA AR T T $25 AN BT, AR AT LR B IX B SE A GX
TS o XN EEARL -

{EREAE B SEX MR, 7 REFE200 L1E H /G FH$25 BT A4 - AW
A (Call Option) &7E A FBT 8] &5 L —E A% E AR EIRR] - Fh
IR, DR I 2$6.19, iCfMC = 6.19-

X TR EMEREE, FESHHE Ar = 006, 0 = 0.12. {R%1
B, 200L1EHEREMR S, WEIEMNH LA K T AH6.19, 7
RIX IR E R - IRDHE, BERMSEZREILEIN, B UREH
TFEVLEELAE K105 D, X R EAEFE2001 TAEH B, iHEFHE
& o WMRFHE 40, HHBIAS6. 190 BM KE - WRFHE S0, 1A
HAL$6. 198 Z AN A

FEARIES BE T FHMIRRF - BFE 52 HREMI0FT—
FE, 250 TAEH, MIREME . XERF LR ZE—125017, 1077
FIRFERE, BITRE-TTIIEH, BHIRE-IDBREMEEDS . X HEE
5520017 B2 75 ZMI10 75 1 58200 K FO I 20 A% - RRIFROEE 8B4, EA
B, FIEAAROMAE, ITERERER .

FEF A n R AER BN FEE, FATATLUEIEEN = 10, R)E

45
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5 Fts.plot () EELEIX 101250 K I NS E H EDRE B TR (5.1)
15 B So00 X 3R Z5200K B I S M 4%, SE A A0 IR 51, A4
BT #8000 5 $25 0 B AN AH ELER o A1 SR S900 > 25, MXE LAV 25 5L
A& S900 — 25 W Sa00 < 25, BUMFHAMN, BE LREREE0 . $2EFRA
XEH:
max(5200 — X, 0) (51)

RENX 1077 MG P EE, AR5 FEXF Y 5 A a3 Dlexp{ —r At } i3
T34 - N EA — R E0.060) LS, FA1TiH#H200 T1E H
J&, ZnbBEEER, BER S 2 Eexp{0.06 x 200/250} = 1.0492,
DL ZITRR LLX A B 26, A BEAEARSR200 R IMNME, B LA S TAERI &1
ME, it 27ELI1/1.0492 = 0.9531 -

H T 7 2 46$6. 194 RE A AN TE200 K J5 1E Hks, 1T )E BRI w2
2296 1R AT HIFRLN S (Call Price) - AJLIEER], SdBFAITE,
PN B LR, WITFRO-

BR T AT AR SEAE AR A— B M8 SE A BCERIRUR], 18 7] LISEZEARSE LA
— B MRS S HIRCE AR, AR (Put Option) - HERIATH BRI M
¥ (Put Price) tAIATGIPAITHE IR, AN SA 23 N0 -

e ts O BARL M HE RS

#Lognormal Stock Price Simulation.
days <- 250 #working days per year
n <- 10 #number stock prices
S50=30 #Price at t=0

dt<-1/days

r<-.06

sigma<-.12

S <- matrix((r-0.5*sigma”2)*dt+sigma*sqrt (dt)*rnorm(days*n),
ncol=days, nrow=n)

S <- SO*exp(apply(S,1,cumsum))

ts.plot(S)

#Compute option call price
C=6.187974 #Call price
X=25 #Strike price

C_t=pmax (S[200,]-X,0)
exp (-r*200*dt) *mean(C_t)-C

AN A& Flognormal FEAL A Bl A =
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Sp = Ste(r—O.Baz)(T—t)-i—m/T—tZT (5‘2)

5.2 FHFREIEX

IR (Options) HWHA, INEFIIAE - INWHEAFL (Call Option) ZFETEAR
RFEREFERZE, RVTFLRFENHE, WEFEREMRR - TEEN (Put
Option) ZFETERBERBFERZAI, ATFLFFEMRE, = FEBRERR
H o BN 55 AT AW B H B B A, 78X B3 AT 2 A A A A E it
WHIFF -

KL (European Option) & ¥5H: SE 32 fAUF) HBEAE R R F R AT 4
FATMH o« XA (American Option) & F5H ESEAIAUR AT DL AR R
MR ELZ AT

FATHREMC (Call Price) RAFINEEARAIMNAE, FHREHP (Put
Price) ARG N - 7 AAREXRERBEUELI NS (Strike
Price) - BEMMEHKESRE, HA TH/NIREREREHE, #
Sy, Se

AL R FERAARERRERE, BITEFANEEEERHr K R—
MEFAELZMW NG Px, XMHEFHAEMEREAr, AFK . DRRERNE
B HILE), HoRLEREIRFRVMEE - FREZE o2 H R R[E
B IE (volatility) HITENR, PRIEZBOR, PEPERECR .

INEHARGR EAR SRR MR Lk, DG EARGE: A SR SE R 5 B e 5K
P HAASONE SE ) 2 2R SR AT DA FH (58 B A 8 e A R SR U] o AT A K B 2
RARBIBETEL, INTEEANCR AR ER B ZE BN 3K, AT HARUE 36 i 2 R
Rw DU R AN 2 H R ERACR] - BAIM R, IR SR - B
AR, IATE AR AR -

5.3 EA

ERM (Arbitragee) 28 MEHREMBN & - 7, FFrE —ABREMN
F 2830, VRAEMFIX B IS5 A& G 3K, Tt ol AR S5 1A 7 - A
fir @l (Arbitrage Propositions)¥8 B2 A51E LR M A& 5, FHEIHEL
) 28 ) i A o

1. BE—PRFAGHR, EMEHNC, BN NX, FEHE NI 5%
FEEMAE RSy, BTLL:

C > max(Sy — X, 0) (5.3)

20, RAPNA—ERESNMERRRERAGEEL) KR
), ATLCE THIBOLENESY - WRBE — SR, BRI $30,
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N HEAR IR 2825, B BN AS B € 2 AT 5. aiRIA
WHARUAN /INT 85, ARAT LE EFH$25 8 AGX AR, [FIRT FH$3032 H
WEACIEHPIAIIRN, SIAEFEARI$30, WL T &R -

- FREAEREOANEIAN, HALR NC, BAMAX, FEHE N BT
EEMNFE NS, BT

C > max(Sp — PV (X),0) (5.4)
PV(X) = exp{—rAt}X

XA, RO RBGEIIN, ANFREAELE I r H B Z AR
2, ERLIEREASFAXFRRTERERME, ML T &% -
Bt IEBIBUE AN O 5, D B0 S X — J5 T SRBS O ER - MORmt e
TWHECHRE, HPV()REIEXITIN . XHE BRI, 23R
e B RIS s

- FRE—RIVAGHRL, BN AX, EHREIELNZEE —
SRS, HARXIRERE S LAEBNARZBNE 2L, BT
LL:

max(S; — PV(X),0) > max(S; — X, 0) (5.6)

XA, ASEFUAIARE I Z 0, AT B 8 A 24T
EANERE - EAEHAUEN LG RN, v ISRIEZHME,
RIRXIBZEBE L - ERXDNEIIBER &, NEEN, R LU
ELHIE .

2. —AERNWIHNBAN X =25, 3= THEAt =0.25/5%
BIRE TR ZEE AN - BRI ISS = 40, BRITHE
FEyr =0.06, WRFEABEATRETS — X =40 — 25 = 15 {HERE
ERfE2, XEXIFNET SN R DEEmax(S — PV (X),0) =
40 — exp(—0.25 x 0.06)25 = 40 — 0.9851 x 25 = 15.37

FEUANHR A FRF €, WA ASMEMZELRTIE, HNER
1, SEOAAR M EFMBEOAEAR A M TR - HE, RaEBX
ANTEHRE N EER AR, BEOATE IR HEZ AT 585000
AR E -

- EREENEN R (Put-call parity) . ZE— 3 RE ERBERKEUA
WAFATE AL, IWADATE R FE RN X, BEERNBRTZ
ANEEL, b

P+5Sy=C+PV(X) (5.7)
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&5 B NGB M AS PN Z M 48S0, ST 5 A0
MM A CIN B AN FIENEPV (X)  (present value) - ZHIA
W, DI EARE, BMHENGENU: P+ Sy /A,
EFMHSMBANMEPV (X)EMBRANE: C+ PV(X) R #HT
INBFAT,, B S TR X SRR, ERANMXSEH, [
HFERBEAMXEAM RIS, BRI EEEZL . BT
LRSS —EROLE -« B 0 TR, B AT
DUEARFBIEE R . X 4N 8UE, SaEF 3 el LA H
Far .

5. WIEA B MIYE (Call price convexity) - 5 E7E— T EE EAI34[E
BB AIAATGHARL - Bk, INEMEC BN N X, C.HIE
LMN Xy, CsHIBLAINM X FHXT < X2 < X3, X1 XofMHEE
SXo X3 MEEMRE, X3 - Xo =X — X1, B&EX, = (X1 + X3)/2-

it A
Cy < % (5.8)

MIEU (Convex) , ZRJEN (Concave) F&MIE ML SZ AT =
s Y, X3 N M A& AR Mt 2 s . B (5) |, Xy,
Xo, X357 517420,50,80, FTLAS0 = (20480)/2- {EEC C3#HHN29, CoH

F20, FTLL:
29 + 29

2

20 <

R code:

X=seq(from=0,t0=100,by=.1)
C=((X-50) "2+(X-50)+2000) /100
plot(X,C,type=’0’)

5.4 TREAER-HI/RH

R EEAN RS BT EOE S (lognormally distributed) , W0F B ZEAEE]
BB ZRICE L, R - BTl BRI TS EAA A A 4% 22
T HEAARKITE:
Call = SN(dy) — Xe ™2 N (d) (5.9)
Put =C — 8+ Xe "4 (5.10)
Put = Xe "2 N (—dy) — SN(—d,) (5.11)
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T H.:
_ log % + (r +0.502)At
dy = (U\/E) (5.12)
dy =dl —oVAt (5.13)

XENAFREFEA], I RENEBUES D A BREE N AN, A
W FIIATE, ZANES P HIHR S

1. S HFIREMHE

2. o BEREEIRRMENE

3. X WRURL I

4. r BATHE, BT KSR EHR

5. At FRESARRJELIHIIRIAE B 18] Bt

BEMRIE AT (5.12,5.13) T8 dy, dy o FEIEdy, doBIAN(EEL, HHEN(dy),
N(ds), N(—dy), N(—dg)- N() K% HHRESH MR, RIES 2T
XA R fpnorm (), F140:

pnorm(dl)
N (d1), N(dg), N(—=dy), N(—do)RAAF (5.9) H4h Rt 2 A NG A
o A0 (5.10,5.11) ERZMFER, THREAF NG, HE
(5.11) ZEEZH#TITE, 230 (5.10) R\EGZATEH N BROIEMN KRB
0F
S+ P =C+ PV(X)
therefore
P=C+PV(X)-S
AL A AL, T UlS = 30, X = 25,7 = .06,At = 8,0 =
12, 1THE:
_ 1og(30/25) + (0.06 + 0.5 x 0.122) x 0.8

0.12 x v0.8
do = 2.19956 — 0.12 x V0.8 = 2.092229

C =30 x N(2.19956) — 25 x exp(—0.06 x 0.8) x N (2.092229) = 6.187974
P = 6.187974 — 30 + 25 x exp(—0.06 x 0.8) = 0.01631911
P =25 x exp(—0.06 x 0.8) x N(—2.092229) — 30 x N(—2.19956) = 0.01631911

dy = 2.19956
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AT B RS B M INEA/ NS TE, ATLOETT, FHaEit
BEER - ATLORE THERAT RN e, /] RIS R5306] P A M 48 3%
MEANK o B R AN RS B S AU A A% B R R & B K« X R BT
SHEYTHARIES (Margin) SALFFHIZZ 5 o INEIIRUAS FUR AR B
5, BUET XS HIERR - INTEIBUR BUR SRR, O TE KBS R -
RIFE/MERRE, £LEEMGETRE, NMEBRINAWEY), B2
RN RS SR M8 RIPCE(ER -

i 3K 5e- B /R TR T B RACH

#Black-Scholes Option Pricing Calculation

S =30 #Current stock price

X =25 #Exercise price

r =.06 #Risk-free of interest

dt =.8 #Time to maturity of option(in years)
sigma =.12 #Stock volatility, standard deviation

dl =(log(S/X)+(r+0.5*%sigma~2)*dt)/(sigma*sqrt(dt))
d2 =d1-sigmax*sqrt(dt)

C =S*pnorm(dl)-X*exp (-r*dt) *pnorm(d2)
P1 =C-S+X*exp(-r*dt) #by Put-Call parity
P2 =Xxexp(-r*dt)*pnorm(-d2)-S*pnorm(-dl)#direct formula

AT R EIAUM AR T B RS R SR, AT LUF SANA
MIMAEC, ITERMPIBRER e - BT X T B AR BRI E
WA FAER (No Closed Form) , #EtEUl, AA[GEH AFATE S EK
F o FRATREMAO R IRBIE AL — RINVEEIE ML N, SR A EKREUE
VE R B RIS R

FIFEREZ LR EHF T ERERNE I, EN12ES, X, At C-
NG EAER— BRI EUE Mo L N, B — Dol NEZ 6 H A
(5.12,5.13) it 8dy,dy- AL (5.14) , B— "ot NESHEHAM
N ErrorUE.

Error = N(dy) — X/Sexp{—rAt}N(d2) — C/S (5.14)

REfE Error[EET 0ok N, 225 B e -

X BRG], FAMERS =30, X =25, = .06, At = .8,C =6.19.
HH, oBEFEEAZEF0-0.2L, FFFE0.02H—1 5 - BEEHHERER
(5.4) o NN Error = 0f)o{H520.12, X5 FHEITE AT RS HE] 7/ Hi
FESRMAER] -

sk ve- H/RE, okt ERAS
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Error

0.002 0.003 0.004

0.000 0.001

-0.002
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5.4. TWEAK-H /K

#Black-Scholes Implied volatility Calculation
S =30  #Current stock price

X =256  #Exercise price

r =.06 #Risk-free of interest

dt =.8 #Time to maturity of option(in years)
C =6.19#Call Price

sigma =seq(0,.2,.02)

dl =(1log(S/X)+(r+0.5*sigma~2)*dt)/(sigma*sqrt(dt))
d2 =d1-sigmax*sqrt(dt)

Error = pnorm(dl) - X/S#*exp(-r*dt)*pnorm(d2) - C/S
cbind(sigma,Error)

plot(sigma,Error,type=’o’,ylim=c(-.0025,.004))
abline (h=0)

95
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Chapter 6

X% 4 (Hedge Funds)

6.1 EH{R{E (Insured Portfolio)

RN R BRI R A, B — R EREIF T AT <% (Hedging) 7 -
X T R T SR TR T B R PR e R AR B 0T T 47 728 AL A U ) — DA o Xk i
A AR NS 2 A G 48 B REIE o K a] LLAr iRl —FEEBIR(E,
Ty —Fh R TR IR RS o T ORIBAS/INTT, SR RO & 1T
A -

U, REANT —RE, Migss6. RFENEELRE, TE—FF
HRT LU 2D S50 I A& RHX — U R SR £ - BB RN SRR T ##,
PR e F2 M KX SRR BPATEEARL, JREEAE —F, BAME$50. FE—F
B, AR SR ENNFILTS$50, (R5IH A PUEE X DI B,
TESS0R M AL X ST B R AL FE s - IR — 4 J5 R IR E M 48 = 850, R AT
DAAPATOTEIAN, PRSI, BE S T 850 LR X SC AR SR H
BT LOATE AR ORI R R AR B, H AT A [ B FHE RS [A]

EHRIE (Insured Portfolio) T2 fit FINE K HARUOR OR [ BT 157 B ZE A
ERMHOE - EEERR, AT LIHIE B SR, F D2 AT K
o XA REMRERI RO - HIEE SR, 7£ B itZ705 4,
= NE N REEREI . EA—FEFTE, EEEHRKERKE
W3k, F231, mMASIA T &min REMEZ REN .. 2T R4 28
ATAHEHIE, RZ MRS HAR S O R EE N EEIK, HIEH - A
SRR TR e BT LABH [ 158 7T, Probability with Martingales, David
Williams, 1991 -

BERREER, R—80 B &7 R NS R RAT 7SR S, Ha
BT KRR - IRE L AR E MRS, BERSEIHA B RORTRE], AT E 7O B
Ahkg, RIRER S TSGR, BREEAMNHS56, HELE—F
JG UAME TS50 A&S2 i, BT DABR RS2 H B9 B2, LM H850. &

o7
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R, ROZIET5 % E SRR, R4 5% T E N . FATH
Z B RPN

— R EREM RS 860, BEEEIHAHS1E, #ERNEZ51/52, JEL
MASATIHZ$50, MIBXLEFHHIE R, S it BN IZIER2.5% 1 ¥ 4 4 i i
=, BT s B SERNERK - X, B 0ES LSS EHNTSIE
B, B A SRR W P T H P8 (Rebalance) - FFELXHIE
PP, —HIPUEMEIEA, SRMES TEH (Replicate/Duplicate)
T—MATHEIA . RIER S METF$50890 00, 1 B RS T FHERIZSE]

ETHPRIESREE, TATZMEH— 1 omega() FIREECRIT B

EREREH . X REFREARAZ: REMES, BANX, HEET
BB B AL, RAITHEFE PR, FREREEZ . BEEHEERE, XK
NTFE R A BRE, B w- E R SR, REEE
[E] R R E N X Lt B A B L - fFomega()RELF , RIFEZEITHd,, do,
RIGEN(dy), N(dp), TEINECall, INEPutfi s - IR/ NG pREHRE
RG], T ERERERF AT

S x N(dy)
- S+put

XA (6.1) FIRESRISERIE
p <-S*Nd1/(S+put) #proportion in shares

Y PRomega ) MELH I H B EE ERIH CEIFEAN AT, XENHE
=

XAEFE, FATEABRITERERNZ.08, —FH2ME, FLUF
R A % 50.08/52=0.001538, & & 1Y & [H] 4l 25 2&1.001538 - 7E K A
1856 1, 0.7545016H1 B % AMBEE, 0.2454984 F & NAFI - LHHY
JEEM A L, A Ar$60, M 22 R 1) E [H ik % £60/56=1.0714286 - T
PLFE B3 00— A T5.5% M B & H1.0714286 M B EIIR R | F 424 5% K ¥ &
H1.001538FE H R ZFE . SR, IERARNTE, BEEMNEEIR
Z AR —DIIACFE0.7545016 x 1.0714286 + 0.2454984 x 1.001538 =
1.0542707 - A0SR AE B EE$56 I 5, H A T $1000/) 5 4, 2 TR ZEAMN
FES60MII 5, FHI R TR AL T $1054.271

7E M E M kE$60, FRATEF IR E WA 2R EMAERHTE - &
itomega() BRELHIITH, 0.8252678H H &R A, 0.1747322 &N
T MXHERPERE, —AE, REMNKE$62.50152, ERELHE
A 4% 28 52 62.50152/60=1.0416920 - 7E 72 ) E B R A5 1HZ&1.001538 - Fr
DL — B A B B R 20.8252678 x 1.0416920 + 0.1747322 x 1.001538 =
1.0346759 -

H M E] T $62.50152, XZHEINTEME, L EEEE R T
. F— A5 R EKEL0542707, F _AEEE MR E1.0346759 - 1%

(6.1)
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XEEFAT A LI B — AR B — B A B B E, H 2 i A T4 5N
NIFF U6 ) B R BN Z AT EE R« M THREF G, eSS T
W E, R RERERNIZIE T T71.0542707 x 1.0346759 = 1.090828 - filf
PLOn R 0 R, BB 4 0E$1000, EIEREME G, HERME
PLZAE R T $1090.828 - DAL, ARG — SR A A b R AR 3E ve- 1 /R i
omega() MENTHE H PR TAEEG, SENZEMEIHE, TR EMEI
il HEEREFEL T — MATEEAR—FE

FA SR SR X At B PIRATS IR B 8, BR T omegal() BR AU 5 f5 BI1E &R
gy, BN PIRBEEEE LT T - (HEFPERZE T EEGEH Tlog, expi
. FERElogfHTRIZEHERXARDH THMIZEXR, RiFexp AT LIE
PR R RLR - FREEEHAEHT . THEX M ITRAZERRK
i

omega <- function(S,X,dt,r,sigma ){

dl <-(log(S/X)+(r+0.5*sigma~2)*dt)/(sigma*sqrt(dt))

d2 <-dl-sigma*sqrt(dt)

Nd1 <-pnorm(dil)

Nd2 <-pnorm(d2)

call <-S*Nd1-X*exp(-r*dt)*Nd2

put <-call-S+X*exp(-r*dt)

p <-SxNd1/(S+put) #proportion in shares
return(p)
}
S=c(56,60,62.50152,63.15873,62.79999,57.0989,57.86864,
57.51877,58.61156,59.01615,61.63971,64.76013,67.41739,
67.65814,68.38517,70.92214,73.10424,68.94892,65.1327,
65.816,65.63953,64.20456,64.63979,64.50028,66.8621,
69.02875,66.03646,67.10408,68.14783,68.16633,65.77052,
65.73707,63.7284,66.93607,68.31863,70.1023,75.2122,
70.24492,72.50172,74.03201,70.50749,71.59684,71.62407,
70.63535,68.13668,71.6675,71.34427,77.05522,74.58645,
76.39313,81.2814,85.82948,92.45092)

week =0:52
deposit =1000
X =rep(50,53)
dt =1-week/52
r =0.08

sigma =.30
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p =omega(S,X,dt,r,sigma)

stock.R =c(exp(diff(log(S))),1)

bond.R =c(rep(1+r/52,52),1)

R =p*stock.R+(1-p)*bond.R

cum.R =exp(cumsum(log(R)))

value =deposit*cum.R
cbind(week,S,p,1-p,stock.R,bond.R,R,cum.R,value)

par(mar = c(5, 4, 4, 4) + 0.3) # Leave space for z axis

plot(week, S,type="o0",col="red") # first plot stock price

par(new = TRUE)

plot(week, value, type = "1", axes = FALSE, bty = "n", xlab =
nioylab = ")

axis(side=4, at = pretty(range(value)))

X omega() MECEIFFA], WMRBRENMBRE &, RIEHREZ TS
BARE, WRBEONEE TR, mIELRE T SHERITE . B
S, AR R B B A X R mE . A RE BT IR R AR
W, BETEREESREERT, SRS MRTAIRKRE . BTAEH
RIEADS PSR, AR ATE, SRR MBETH A -

B (6. 1) 1B R T X PR SRS R LLBRE R R M AR, FEHRE . B
LRBRENMBE, DERERENMEZMNE . XD HELEN P EBELIRE
TR B EE MRS AR, A A I ) 2 B AR FR R B AR BT E I -
TKPHIAAPR R IR52 /4 o

MEE (6.1)FTLAE R, 8 X SR B 45 SR 2 1E$ 10009 AR 28 A T $1590.314 -
AL —48, anSR A TS 10007E B E M 48 $56 I 1 2 FR K AR, Fl &
J& R AN15$92.45092 &, B R 1ZA21000/56 x92.45092 = $1650.909 -
X AN SRS, BN SRS D T $60.59529 - 31X 2 KA & AT BRI
SONTEIAN —H, EREAMRMNE . WRBAVERY), BENHES56, fiF
S = 56, X = 50,r = 0.08,0 = .30, At = 1FI5IA, TFEX M IATE M5
R%F$2.376976 - BT LA X 8 B EE SEIAT B AL 5% ©91000/56 x 2.376976 =
$42.446 - ATLVEH, X PEBRICIAG T HEEHILR T - HEE LA
R, FATRM T 520 BB PP A - an SR FA AT DUBOESEANE 1 5
A, BUERL T AR BT .

6.2 fR/REEERS (Delta hedging)
X AP — DR GE, NERTEBERBEHA (Self Financing

Portfolio) - FMBEM EERBHEGRN, HHET —LH"MNELEE
e, W&H AIN—AEA ST 1A BB P AR R B (E AR L, T
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BHEMMESHE EARZETI, XINMHEWELERAFTEEAELZR
W& ITHE o IR M i R AT LUA A THIVE B 2 RIHARL -

AU, BATEMEK T M LR F=E TMMEZL, RIS RES FHE,
S AHEME 7 7] b B P AR RN S FE A R RO IME R, R RIRTE K
T B EZAL - ZEFEATT 1A LR B PRERE /R (Delta/s) ,
{HA A BB BRI ER /R (Delta Neutral) -

H—FKBIT, M—1MEEEZEL (write) 1100003 B ATIANGHARL
WM RAERHE, WAREMEAE, XNREE S FX A RITE
IX100003 B 5 IXFERAT MR T E HE TIAWEAN, W Tk, ReHE%
BEREHSLZPIOIMRE, FRAHB KA RMWE . A8 2w REIT
i & 7100003 2, (H2BAHBREME R, HEEEREEKRE,
IX 10000 M =B iAE THRITF 2 - RBITIREEA10000 S, 28
Y HBEEMEETEAN, HRESEBEWARE, RITHITE LI
HAAY -

iR, BITEZNEHN, 2MEX NN, EERE, 2XA

2, RMEXIRE. NMRITMEE T, —K—8&, I AmEs
PANBEFE o ERHCRRR X MINE BB INE, AN & R E AL
&, SREBEM®E, LN x SREMEREMNE . FHVARXITH
EHARFK R B R m A SN E, HESAERME, e T X1%
z:

V=NS-C (6.2)

" REPEEATARRIT, EHRERER (6.2) F-OHMERNE, FH
FETT DA PR R B RS « SR BE SR FEIRMEMSE, EXXF
75 B AT MR, AT DU B AR AT SR - A0 SRR AT AR 4100003
BEEELT, SREANH, FHEREREEETNRITEARSE, XM
TR 28 5 KM (Covered Strategy) - WIRBIT—EHEIBEANH, FiR
ERGHRT BRI, XRMEOEW MR KEE (Naked Strategy) o

FE, BITCAREENERA THRES, RREFREHNNESEE
NG ARAL « RITEREFE L OX M BRE, BEZ, BITE
FHERERIKRE, IREFEREERFEHNTE MEDZ . REEHNZ
B, $ITMEEVERSERZHIRE . XEMFERTEAEAGEN 6.2 B
MEZ 0. LR, BATERFEAES — MREMS LHITHE P EN
%o WNHE B, BATEFHALREZIRFE P, Wi E8mE-reyg, 7
REMFE (6.2) MIMEZL 0. BIF7E R ENE LR PR IZRE
T, BREERM—IKE P, 2EBN.

P, ERAT AR B S T 10000 A HARY B AT 0% B B i
&2/ DEA BEIRTE L AL AT HIAT, SR 5 T LL10000% & 75 B v 25 i
TEE . HEEREEE, MERIN—BEETENREEN(d) EM63%
T H RTINS HEZR A RN (dy) N RE, AT DURTE — A AR
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MEZAY . BRI, ZESEXMARIES %, REEMHES = 100, BRITHHK
FEFEr = 0.04, BREMIMEZ: = 0.23, BAMX = 105, mMHISE#G
HAREIEHAL = 0.25 - B XEE(FE BIATAT LI E N (dy):

_ log(S/X) + (r + 0.50%) At

oV At
_ 1og(100/105) + (0.04 + 0.5 x 0.23%) x 0.25

0.23 x +/0.25

dy

= —0.279806
N(d1) = pnorm(—0.279806) = 0.389813

EMANA R, 2 1FE, BAFERMEZFEMNE, =
FEIS B B AL A AE Y A7, MU AN S A AR s 38 0.255F I HH BT DA 2 IF
IALR0.25 o BT X T EIFEIN(d), ENNIZELNTNEHF, RITHRE
i £70.389813 M B ZE R ARVE 1 AR O IME 2B L -

BIRAFTFEVTHEH XN, fi—ETCENELH
%, C =296155- FTLL, 100001 HAFRRAHTTE, BATICH$29615.50/)
W RERITTREESI00MIMN AL, TEMME$389813 = 10000 x 0.389813 x
100 i EE R34 T X5

T, BREMEE NS=98.79, IEEFHHAE12EBE, ATLIAL =
12/52, BEHITEN(d)) = 0.339811 . AT HFTFE3398. 111 B 47X 1,
TELES = 8. 79N AL E RIS . HEZRRERRENE:

10000(0.389813 — 0.339811)98.79 = 49396.9758

—FFIRER B, AT T EREALE (Cost) T$3898130IHLE, AR
WITHEARBRBEZ P FER, B —REAERTHILEER, FTLGX
LR EHREITERNE - TERITEE—HRELSEER . FHZE0.04,
FH2M, B—ABEAt =1/52:

Cost x "™ = 389813 x %04%1/52 — 390112.9715

RN £ R A EE155$49396.9758 K 4, b — BRI S it BEA B
J5$390112.9715 - X JH, FERZEES98. TOM L I, &L AHFHITE T A2 -

390112.9715 — 49396.9758 = 340716

HANZI BT —FREDR, X MREARR for-loop LB TN EE «
TER B 2 RACAS

delta <- function(S,X,dt,r,sigma ){
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dl <-(log(S/X)+(r+0.5*sigma~2)*dt)/(sigma*sqrt (dt))
Nd1 <-pnorm(dil)

return(Nd1)

}

S=c( 100,98.79,102.52,103.41,102.82,102.25,100.67,
106.05,104.17,106.08,105.86,110.4,112.46,108.47)
X=105

week=0:13

dt=1/4-week/52

r=0.04

sigma=.23

N=delta(S,X,dt,r,sigma)*10000
stock.cost=N*3
stock.change=c(0,diff (N))*S
R=c(1,rep(exp(r/52),13))

cost=stock.cost

intrest.cost=rep(0,14)

for(i in 2:14){
cost[i]=cost[i-1]*R[i]+stock.change[i]
}

#interest.cost=cost*(exp(r/52)-1)
#interest.cost=c(0,interest.cost[-14])

cbind(week,S,N,stock.cost,stock.change,cost)

o T2, SEMEEMEZES = 108.47, = T105/BAMIL,
PR E T BRAT I SE IR B o 220 X B[R] A6, 10000 5 B 42 HE
B, 1 ERILAITETE 2$1069457.5 . BER 5, BRAT I B E U
7$105000080 4, H BRI EUI B 4:$29615.5044 0 iH EESLE R, N
2 AE20615.50e0-04x13/52 . SR JZ AR AT AT DT BB BN T FE AR IR -

1050000 + 29615.50e%-04%13/52 _ 1069457.5 = 10455.60

REBH DR TEEAERNIFE, REXWITmSHA#ARFSEET - T
H 5 HERERE (6.2) , SHIRBEMETH, NIIZEHERERED
JF51, stock.costrEfif & R AT 4, stock.changed | LR A TR EME &
WA TS, costFMNKEE BRI ST -
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> cbind(week,5,H, stock.co=st, stock. change, co=st)
week 5 H =stock.cost stock.change cost

[1,] 0 100.00 3898.133 389813.3 0.000 389813.3

[2,1 1 S88.7% 33%982.112 335659.5 -45357.065% 340716.2

[3,] 2 102.52 4629.227 474588.3 126213.5%2% 487192.3

[4,] 3 103.41 4501.924 506308.0 281%95.610 4895751.4

[5,] 4 102.82 4605.417 473529.0 -30486.832 465646.1

[6,] 5 1o2.2 4282 .367 437872.0 -33031.327 4328972.5 =

[7,1 & 100.687 3471.455 3495471.4 -21634.460 351671.2

8,1 7 106.05 5892.047 624851.6 256703.789 608645.6

[2,] 8 104.17 48513.486 511837.% -1019%936.661 507177.3
[10,] 9 106.08 5950.475 631226.4 110003.711 617571.3 c
[11,] 10 105.86 5859.1:54 620250.0 -9667.19% &£08379.3 Ny
[12,1] 11 110.40 8786.901 970073.9 323223.268 932070.8
[13,] 12 112.46 9858.111 1108643.1 120468.232 1053256.3
[14,] 13 108.47 10000.000 1084700.0 15380.736 10692457.5
> | e
4

Figure 6.2: /R B RELG 7 P SRMK 15 5T 16 2 25191 ey 1 7 14




