


Background of Investment Industry

1. Security: 7] 325 BH Hr STk

(1) Equity: 2~ H] A

(2) Fixed income: [n]#5 %% & 91 3 Al ot

(3) Derivatives: fiTA: ZEIESs, M BRI T2 %™

2. Asset class: EA MR HI WK, SE0Yk

(1) Equity

BT U2 ) B A ER SR _ETT 2 B, k25 52 5 It D I 3K S2 X000 I BRER AL 7y it i S (. IS T 64 7
WoNAZ 5y OTC, B A BIHEASZ RS A8 5 I I B A I 0L #A 52 5

(2) Fixed income

HLA ] L1577 corporate bond, [E|{5 treasury bills

(3) Foreign exchange

ANC A& B : FEHETE T base currency/Hit 5% T quote currency

(4) Commodities

vt F I e T RIS futures) ) KK 31 i

3. 4 key players in the market
(1) The sell-side: 4 fili Ak 552 &)
- FL A Private side:
« BRERITH Investment banking division:
- JEWEIH] Advisory/mergers & acquisitions:
fiEF B
1. B4 7Pl Discounted cash flow
2. WA F43 T Public comparable
3. 1% 552 Precedent transaction
4. FLATWL) Leverage buy out
© B BEATY) Equity capital market: 23 AT BCE Rl BE
YN
1. K4 Underwriting: 44735 28w & 2114 T g gk
2. {iC Bookbuilding: 43 %# KA FIHR %
1. HIR AT AT IPO
2. [iLf right issues: [a] A I 7R e L 151 ) ST I A AU
3. MH I ABB: PR R A% 5 (ELIBA e Wi B
- 5% Debt capital market: #f A1) A il vt, iz PR MmN AAA 2 CCC
- FLFFRLET Leverage finance: AILIUSIE 2 B BHE G 5155 FURAL, FFLATUS AL 73 Ak B g )
- Nt Public side
- TiAE Markets: #8535, Sales-trading
R T B
1. fRIEAZ Y, Agency trading: %2 %) BHEA T BRAE, RISE A 75 RT3 AL Z) S L
2. i Market making: 7¢ 435 Z5#r#2, §EL 3242 spread = ask - bid FkF)
- JBEERFSE Equity research: BFFER S48 % 7, (HATRERZIA IPO B8, AEAETAEA f vh 58
© G ALt Structuring: 26 G 2R K
(2) The buy-side:
- WPEEHN T Asset manager: 15 % PV BLTR PR
-« Xt 4> Hedge funds:
- % going long: (LMK AMEE, mph L
- fita% going short: SEAH B EE R M 3210, AR L ASLIR
- FLEEEG Private equity: $ 98K bk, i 5 IR th 3R A
- X#% Venture capital: $754) 8128 H]
(3) Central bank: 38 {2 | 5 Al &2 b SE A $ 38 Bk
(4) Regulators: [j IE 55 5 EH BT IH N BZENH)




Equities & Accounting

B
(D) = AFEMERZ 7
(2) A2 HAXS 2 F A (S AN ] 2

1.1 Accounting

At

(1) Financial accounting: X4 FF B0 45 45

(2) Management accounting: 2 ] PN &R 1 A i A A%

EWNE TiiEs

(1) Zr=1fii# Balance sheet: SZMRAMY 551K 0L
(2) #li# Income statement

(3) M4 mmFE Cash flow statement

1.1.1 Income statement

THIK Ty ¥

(1) B4 Y| Cash-based accounting: ¥ 5L BRI A i [A]1E 5%
(2) B3R KA Accrual-based accounting: #F T¢ F= AL I [R]E 5

FE R L

(1) L A Revenue

(2) # P AS Cost of goods sold
(3) BFIE Gross profit

(4) 88, — R BATH IR A SG&A
(5) #TIH Depreciation

(6) BNl A Operating profit

(7) # &, Interest

(8) BiHi A Income before taxes
(9) Fi#k Tax

(10) #+#13E Net profit

FE R G0 BB R

(1) EF# Gross profit margin

(2) O A3 Operating profit margin

(3) ¥R net profit margin: % FHF8HxR, (HRIQ15 1A FTFH S5 BAIR G HAE R

1.1.2 Balance sheet
r® Assets = &4 Claims = ffifsi Liabilities + #(35 Equity

%P~ Assets R{ER Claims

AN Current assets: WEN% Current liabilities:

- ¥4 Cash - WATIKER Accounts payable

- %% Inventory - 4 Short-term debt

- WIkIKZE Accounts receivable JEFsh s Non-current liabilities:
JEF %7~ Non-current asset: - K54 Long-term debt

- Ny, ) Kk #s Property, plant&equipment - MR Leases

- Lf| Patent s Equity:

- 1## Land - IR A/ A EL Original capital

- HFIRER/ AT 47" Retained profit

(1) 2 w555 SRR, A RER, RERUN 7R 5 A 51, L7egoblm, $oe 30 A ml i R A6
(2) FEAERL(FAR SRR EUIR): = IR PSR- L SE PR A5 55 — I SE TR 52 55— 2 )2 05 55 — DL e I —-7- 1t




1.2 Time value of money

T EA R MEGE K, AL AS), #dPr B3 Discount rate ¥i A KA H FV IrBE NEUE PV

B A A WACC
(1) AL Equity FI5i95 Debt #A XY A% i As:
- Re: IRy Inl ik % Expected rate of return from shareholders
- Rd: AFEIRSHINBCES 2k 5% Weighted average yield to maturity of the company’s debt
(2) A& iPA:
- E: BEAUINME
- D: 5
- Vi A EEEANE, V=E+D
- T: Bi#% Tax rate
@) itE A
WACC = (£ x Re) + (2 x Rd)(1-1T)
W PEAAERUERUY. Tax shielding, RIA RS 655 F5 2 HA R, FILE S /BRI FIE Income before
taxes, FEIMT /D W R B%. it DA 23 1) 55 B $H 145145 BUAS AT 44 U555 BUARS, A 5 19 S5 B B B A Bl 2 i1
BT HKIH.
(4) B H:
- WACC AT 1 A A 1 AR A, BRI, A ARIA AR A W n e ATRAZR/DTILT
A(l+ WACC)" A BefRIEA T .
- AT mAR G E, B, IRA A FT R R AN ey -
- AEA BT DCF ik, 456 WACC XA R TIMETEAL.

2.1 Equity in market
JEALHME: 24 R AT, BRI ABUR R a

* RIFIAL Private equity: AR LT, 7 ABASRL N W KB

« ARG Public equity:
(1) 2>] by, Al I AR e 40 N S e fy
2) AEEEE IR AT EAT PO B, Wl k47 — ikl

2.2 Market value

(1) %= ZEHr: Price = Expected return

WERAE BEAT EMMEAL CAPM:

* Ra N fi i ot

- RE R To RS I A

* Rm i UL a8

- BRI R

W Ra = Rf + B(Rm — Rf)

Jry R YA A5 BT AR R, R KU 55 (] T e sl
(2) VA {H Enterprise value:

+ EV = Market capitalisation + Total debt - Cash

- Tlif Market capitalisation = £, % 7B AR < B
(3) FATTHT AGE FHAS fEHE b FIWT E A w2 15 B

- &R P/E ratio: et +AEBelicat 5 T {E <4 A1l
TR RA—E & E

- 443 P/S ratio: [t/ +4a Ay B 4

T T ARG 2 ), T 25 T B S

- EV/EBITDA ratio:

MBRAST, BLk, ITIRRE I, & AT WOl A




Macroeconomies & Foreign Exchange

HPEYMIEE CPI
L CPL IR K7 FE iR 9%, (B2 2 ARA T I R ™ L I8l
B> CPL: SR R REE, SRR S22 TR Dl

H#ML Foreign exchange
- WML EAEFY T Base currency/ R 52T Quote currency, 1 B FUEGL T = X WM 55 T &40
- H I EMESS T BT EUR, 354% GBP, UG AUD, 3570 USD, It CAD, Kl CHF, HJt JPY
 JEEBTMXS XA Cross-currency pairs; & BRITH) 52 X XFX Euro crosses
» SRARTON = SEEUEDE T, LN 5 T, SLhe Rt = S REHEDE T, LM b2

AMTICER B
(1) #3821 Floating exchanging rate system
(2) FEl5EIL% | Fixed exchanging rate system
- &4 Gold standard
- YRAESET Fiat currency: AN G, 58 A BORRE St 4, o B e T
(3) HHLL | Managed exchanging rate system
- M YHELET{ER] adjustable peg system: F5 I [ 5, 4 1 &
(55 A B WA IR &R, o0 S i, AR E BT 5 R EH, IR B R H SR G IER B 1%. 40
AP ER B R, RAT M E A E B s sh ] e oohif &
- JEATETFER] crawling peg system: FRLAT i 737 3 7 A% 5h
i+ AR
* PV 5)) Managed float: JoJ| & £E44, (HBUR FLVFT T AR 1 22

LN (A b it
(1) BLH 3% Spot market: B A A5t 7™
(2) #2117 Futures market: 4 KK AAHAE AR TCIA AT, &5 90 2 A0 A% 0k XU G




Fixed Income

1. N8

B T AR L

(1) %47 B3 Tssue equity: AR AN BT FA KL, (HILTH L6 E

(2) KAT15155 Issue debt: P B A A AL, (HAb 0 ST A B I b A

(3) fiiZF Bond: —FPHFIRIY G55 X, FiF AAT NRES IR B © A8 28 3050 E M R A B IE, BRI AL

B ARiE
(1) A<4:/1fi{H Bond principal / par value / face value: & 47 I 5N MR 4501, 2 2 2498 1 4 4
(2) ZE1H FI% Coupon rate: A7 NS iR E R E %
- [ F| 2 Fixed rate: F|ZAERKATHIHE, AL LS
- JF 8 AR Floating Rate: |35 B EF BB (4n SOFR 2 [E FI 540
- ZE 5% Zero Coupon Bonds: A AT ARG, AHMELAIITF04r A7, FLEFE IS AZE M T 2 — UM S A
(3) 3 H Maturity: A7 NMEAAER H 1. 00 13 45, i 3-10 48, KIIH 10 4E0A 1

TR

(1) W] [l Callability: 72> F)1E 2 A4 Al 2040 fot 77 R AR T A A T BRI T ARG SR A), 2R M 7 1l
A ) S T R SRA R M

(2) Big5 Hif3; Tax status: [E {5718 5 S0 B Tax-exempt, 24 ] ot 75 75 240 B

(3) A HR{5i# Secured bonds: A HEFH i Collateral(AIHKHH LY L FHIES: MBS)

(4) 1EH AW Liquidation preference: A% B 230 7 A - 4645t 55 Senior Debt > ¥k 2% {5i 45 Junior/Subordinated Debt >
JBEAL Equity

2 fRBERE

=R TR

(1) FI =R Interest rate risk: W T FIH_ LT, FFEGFR G2 BE. B BRG] 55 XU #R
() {5 B LR Credit/default risk: %47 N Foik B ATIAH XS5 1 R

(3) $ERTIAF A Prepayment risk: FIR R BRI A AT NFERT A, £ 05 WA EACFI AT T B9

{5 H 7% Credit rating
(1) ¥ % Investment Grade: g% H AAA 5 BBB-, i 2R AL
(2) JEF G/ 3% 7 Non-investment grade / junk bonds: #F-2 A BB+ KX DAR, KU &, (HHL AL 5 5 40 2w A1 R

3. AR

EAK

(1) 47z Current Yield = (4R RZEEH / Hi3A M #%) x 100,

(2) FII AR F Yield to Maturity (YTM): R G5 354 223 B A FLEH YTM JEHTH00 I 4R 4 Y i 5
Internal Rate of Return (IRR)

(3) JE i . .

N
Current Bond Price = Z et
“Z(1+y) (+y)

Hrp C= BE4%, F=1HE, y=YTM, N = i%k
B A% SRR R 2 S R B 2. 24 F R BT, R TikIE G WG| 7, HA R0 BRAHE S I %

s 2R i £k Yield curves

(1) 1IE% 12k Normal yield curve: [ B, 005 57 Wt 26 80 5, VR XA XU R # M
(2) FHE 2R Inverted yield curve: [n] AR}, 185 A& AEFERLI R A S B, R AT R ERS
(3) H:MEW RS £k Benchmark yield curve: i 7 45 [ il £k, KA Hl s R &AL,




Normal yield curve

Bond
lifetime

FIZ 53t

(1) G-F|2= G-Spread (Government spread)

ESCRH ARG R (Y ) SEUFGER (Y ) B2 (H: G-Spread=Y Y

SR RS PC R, 750F B 650 2 SR 4 T4 M8 (] Interpolation

G-spread R BT 2 A it 757 14 15 29 KU

(2) Z-F|# Z-Spread (Zero-Volatility spread):

S8 S WhAATINAEREAS RIBIFA Spot Rate |, {5 5t 27 3 8 it Y BAH 55T 24 R TIT A MM A i 4 1
BRI 2 Spot Curve 1] F & AEFATR43). BT 2Ll AL Tteratively SR, Toik B HAEOK

. 0, - i 10 10 110
PV Price of a 4Y 10% 100 annual corporate bond = . — + @t @ T @

. 0, _ 10 10 10 110
PV Price of a 4Y 10% 100 annual corporate bond w/ Z-spread = ——+ Trze T Tz T G

4. G REAEH: Credit default swap, CDS

(1) — 7Bt i 2 AU ) ORAP TR, W] DABRARE A £ 7 ) DR

(2) 15 FHFZ Credit spread: SC 5 [w] 32 7 A OGR4 2%

(3) 15 A Credit Event: — H & A4 7524, S205 b2 [n] 3K 07 S AT A4

== Suppose you buy a CDS for £1,000 notional of ABC debt at a credit spread of 3% per year, which
matures in 10 years.

| = Suppose ABC defaults on its debt in year 8. We call this a credit event.

What would cash flows
Investment Bank Investment Bank look like if I bought both
CDS Issuer / Seller CDS Issuer / Seller the bond and CDS?
Yearl Year2 Year3 Year4 Year5 Year6 Year7 Year8 Year9 Year 10 Yearl Year2 Year3 Year4 Year5 Year6 Year7 Year8
£30 £30 £30 £30 £30 £30 £30 £30 £30 £30 £30 £30 £30 £30 £30 £30 £30 £1000

PP N A Y A O
N I

Investor Investor Nt:)Tr; fitg‘ovoa :i ;he
Your notes CDS buyer Your notes oS

TOTAL return =10 x -£30 = -£300 (on principal of £1000) TOTALreturn=7 x -£30 +£1000 =£790 (on principal of £1000)

s 5%:
(1) XFoh 35 Hedgers: FRARTE™ 2H & 1) KU
(2) WL Speculators: KNP 23 2y




Derivatives

L 2H4H

(1) Xfirfr Hedging: 551X A XU R B TR AT 30, & e S/ IME BT A 2 4 KUK i 1

(2) MUK 1 Exposure: $i5 PR 85 98 5 ¢ 7 1 FRAT4 KUK (BT AT BE AR At W] BESZ 40 RO ARZS

(3) ALY Derivatives: — {7 1] AT B85 58 50k it KUK -5 XU 6 22 B AR 5 (7). HANELIR B T 540l 557 Underlying
asset (UL)

2. ZHSHEYLH
(1) 32iH Selling: FFURIAA Y 54 HUZA E 19110
(2) i Shorting: 3z H RFHAIIA BIBE™, HATRITE LA K0l
° ik
* NN AAE AR (TG SO AL ARIAMEZ R
« SLEI AR BR (A% 32
* L RER BRE K CF ), R BRI ZE Hr
o FFPES KUK :
* JERRAIR MU : 52 3Kk k 51 Long position AJA], i T et EEKECA LR, M 1= HiBe Fid JohRAY
» #1725 Short squeeze: 1T Je M I ARIES: Margin 5255, N HE K AT BESE M 2s 3 SR ] 98716, AT
R A%
* /755 Long/Short strategy: R inft £ 427 I A3, I U2 BRATHY 9E B f R KA 2500 3K 5 — T 7™

3. frA MR
(1) Forwards and Futures
55 I IR R AR AR [T R H 39T DA RE AN A% A T ] o B8 98 7 1 LS5
* FERi:
o Jo LB IA G B AR A A% AL Sl i i ot
o WA AL 75 7 HEARCR Y KLAT Leverage
o U SR LT Ry X 5 U (I 2 S B Atk i)
P X

Wt Forwards H#H1% Futures

oA | N5 2 5 Bt

A | EHRE FrUEAL Y

EE | B H R | & HATT Mark-to-Market
TAREL | K /h

o K5 FrpL il

° PRILA: Margin $i5 (852 R IEA G 2 B fa 7652 5 T v A7 TR 98 e 0, HOMI 2 W R AR DT sk AL bl >R 11

o FAFFORIME S H TR Mark-to Market, FDACHRE PRUEG Y 5 I OL, 2000 ST B 30, U2 $R AR BE 4k
PRAUES:

o A PRUEE S AR T 5 CRUE S UL, REAR AT N PRAE Bd 0. U PR ZA FEORAE B 7, 75 00 S i -6, BAES
FYY AR .

o 455773 Settlement N BLE455- Cash Settlement(FI I (UL G224, Tsh ik, AR 85 52 E] Physical
Settlement(K 5 MU B BT A AL, 1H9 Leiz i 2 M52 35 AU

Imagine you are an investor buying 1000 shares of a stock priced at $50.

The maintenance margin (or margin requirementy) is defined by the following formula.

amount of stock equity — amount borrowed
amount of stock equity

margin requirement =

If you're initial margin requirement is 40% and the maintenance marginis 25%, at what price of the
stock do you get margin called at?

Suppose we get margin called at price P. First, the amount borrowed from the exchange here is
1000 * $50 * (100% — 40$) = $30000 (since we only put down 40% at the beginning).

The marginrequirement satisfies the following equation 25% =

If we solve the equation for P, we find P = $40.




* NG L

o LS5 T 77 Central Counter Party (CCP): 38 iz PRI 46 I 45 F R I o0 - KU
o W15 Bilateral Clearing: X7 H 125 5 M3, T 07 KU 55

RIRTE20074F, WHH—RER:

o RITANHBEHFETIHEE, BEZHRF (RUCDSHET) , KWERE,

o NHEEB RETHERK, FEIANRP (RUCDSWLS) , ZHRE.

o BY: BAAMI—MBNASHWZETHCDS, SELHRREAREM&AZ XAT",
#HR—: LCCPMIMNGHRS (BREERR)

o ATIBERAL THEITX{PCDSEL.

o WATEHE-LHARER, ERFA—H. BHOSETHRIIZEMNNG .

o MRRRE: BNEATRRETA. MRABKFS, EMEXASEY, BHIEEREBEN.

HR=: BEICCPEHEMRS (MTRN)
o AMIBERZFARSTRIAMRSE, CCPTA,
o CCPRABHI“EA” (BRAMIBENXS) , BRMAANES” (BRBTRE) .
o CCPIZEIZRAMBRAMMMARIES, HABSHEITT.
B BNMR, XAAERERL
o XREWBESNETATE, TIHANESOME L.
* ZECCPEXT:
o BROMERER, ARMKXBCOSEHNATH (RABMGHMELA, SHNTHNMENR) , ABR
EEMKF ISR,
o CCPRIUBIMAKHEMRIESREH. ALTHNEIME, SUWELTRFEFITE. XHHRT BN
BABRENIRRRZE.
o EMBEAT:
o BHNMENZHRTETSMARN, BHOKMREN. BFEROANENEES, BREKHS AN
TihE, SREGATHENS.
BIMER: BIEER, THRR”

o XATEREMBY. RIBECOSEN, EABHRE.
* ECCPHEAT:

o CCPIIEIEEh4AEIMIE (MMEMR) . BRMCCPIRGIET (B, HMEMERUWERA0%, BIRG
Mz x (1-40%) = 6000HETT)

o BNIEHACCPHANIMESRIE, BF. WE.

s FEATAMTELT, FEATHUE I & 298 R

The PnL on futures and forwards is identical to purchasing the underlying asset.

Long

o ERGOERT & RNMEEIE IEMRETRIFIBRS) ¢
1. FEMEE: Ti5 LAERMNCDSHIEARN, BREREECSHEHIERME (“lliquid... led to an
inability for holdings to be valued”) .
. TEFE: BEMEIZAISE HIXPCDSHKIEIR, hAEEM@MER (“...or sold to limit risk”) .
. RERNFRRBR : BEARREN. BARESBAERNTERZTEARK (TLELIFEREEMLF
) , BAEFESHR, @RES, TEERTHEEXS.
. GBR: BEA'BN T AE, ARARSHFANEIMMEEREES, RKBE, BN, BRNESRAGR
REBEXNTEMGE. TETANESHT", #—SNEATHESWREERE.,
BEME: EYRES RAERE

o EWLERT, ANBIIRUSFETB, ErAIEEMARSC. D. EERSNMMEMEL, BR—1EH
1. TEBRH KRR .
X IE £ “Poor OTC contract liquidity was a main reason for the depth of losses” H9& X, ANl
BT CCPIREE, FB— 1 BHEASEM, B IHIMIERXKAN, REETHE SRS
REERAN,

B4

»a& EECCPEE FCCPITIBIAANES
AW, RREBEICCP, HCCPIR N N N
TS, BUBSNFERREERIEN, B, OB SR T N,
RE. COPIIRELMRABHIET T
ERENS5RE,

hE. BHIFTER, BINHHRERE

BF. ki, BISATHHBIRIESE,
WEBER . DEMRBIAER, LR
21,

K. #E. MAERNSBRE R,
AHBIRE, FECSTERE,

fBlE, (SE-BZER) SHEERH
BERITECRIITERLTBLCCPEH, #
RRTBRXTEDR,

ERRMRXOEE, SBTBERREH
fa, EETTHRHCDSELIS| REMEN,
RIT BARE.

2008FEHEIH
il

You enter a long forward on Gold at K

30 Days pass and the spot has increased
Profit

You can’'t back out of a contract.
So, how do you take your profit?

== Sell offsetting forward contract at Ki-3o

Initial Long Closing Short = You are left with a guaranteed profit at

expiry per underlier of K;_3o— K;=¢

on the contract

| & P=Profitand Loss (PnL)

‘ | = K=quoted price at entry ‘ | = §=Spot price of asset

Profit="\ + /

o W5t S E M
N St i Fair Price WM HERR E FIH 2 Arbitrage

‘ Buy the spot 3yr T Note now

‘ ’ Pay T Note forward rate (X) in 1 year ‘

Today...

Purchase of the bond H

Invest spare funds
at RFR

| H

Inlyear...

5% Bond Coupon

Invest spare funds
atRFR

Purchase the bond at the
forward rate (X)

=" The client is left with abond worth $100 and $5.

= The client receives the same bond and $102 - $X
Xis just a number.

H
|




o 11 B 5 Interest Conventions
= FU] Simple Interest(ii i 1 T—4E LA T):
F=Px(l+ixD)
D Ry R, B RECEAL
» 52 F] Compound Interest(f] T-—4F DA L):

o SEYTIRAY
- —4EIDA L

F=Px(1+i)t

SX ((A+d)i-1)=Sx (1+7r)t —F
2. Return from purchasing spot 1. Returns from Forward

F=Sx (A+n'—A+adt+1)

S = ML A% Spot, r = Jo XU F| 2R Risk-free rate, d = {# F|i{ i Convenience yield, t = H}[](4F)
s —AEHIDAR:

S dB—S s Z F
x(xB)_ X ( pr)—

2. Return from purchasing spot 1. Returns from Forward

F=Sx (1+@-d) x%)

(2) Option:
IIBCEE A TEAR KR H I DARE E A% S A B H 95 = AR, (HE A 55
s Tk ARIE

o AUF 4 Premium: 3K A BRAF R A A A

o fTAUHY Strike price, K: T 5EHf 22 132 5y A%

o KL Call options: SEABIEUF], 24 S>K TR F

o KA Put options: SEZH AR, 24 S<K B TACH F

o K= AL European options: {{REFEE]IH H 174K,

o £ I American options: F 3§ (- fu B[] 25 ] F 1AL

* WTEHME
o F AL TV=max(0,S—-K).
o F LI : TV=max(0,K—S)

One way of remembering all payoffs
Buying a call option for the basic three option positions.

Long Call / N\ Long Put
K

Short Call \ / Short Put

Buying an option means our losses are capped at the ‘premium’ we paid,
whereas for a future the payoff diagram continues with the dashed line.

o {4/ 5% T Moneyness
o SE{H/Mr N (In-the-money, ITM): IV>0
o HE(E/M 4 (Out-the-money, OTM): V<0
o {H (At-the-money, ATM): S=K(El IV=0)
R ITM ACFRE LB, B D201 B ST AR 48

« IR
A I A A [ R IAL, R ASIE AR s 1) AU i i o A
o W5 TSRS Straddle: E[R] AT MIEIIN H [ INF A/ S H BRI BRIV
» S #55K Short Straddle: 23 B2, WEGAE SAEA TG P ORFFRRE . XU AR AN M R 8 3l 2277 2B LA
gk
* LA Long Straddle: it Jesh =R, WS 2 R BT, IASE R, T TR UM 42




Short Straddle
Long Straddle

Long Strangle - Short Strangle -
Buyer’s Perspective Seller’s Perspective

Strike for short call

\Strizefor long put /> S ( 3
TR

/
K Strike for short put
Strike for long call

o e T -H Rl R H 7 Black-Scholes Model, BSM
%2 i M R A% D BCA AL
C(S,t) =N(d)S— N(d,)Ke™™

e b))
e o))

Cis the European Call Sis the stock price
Option Premium (or Cost) i.e.the price of the UL.

ris therisk-free
interest rate

Kis the strike price

o is the standard deviation of
the option’s previous returns.

AT S RTINS C, RAERIBR ) o & AR TR AR B Bl P Y 53
E R ZA A ) Hg B A PDE HAR:
ac 1 ., 0%C ac
E+ EU S E+r5ﬁ—r(]
RIFRAT IR TSR, RS HI R ¢ A B3 o AL, BT 8T 3o, BRI Z 4, 1% PDE T 1 Bz sy BavLid
T, St AR T YA
« G R R 7
& BSM A0 4575 1 14l ‘3 45
° Delta A: HIFU 4% C XF 557240 A% S E%%EI‘J@&JE%E“% Al B HE R VRIS T A (ITM) AR
e

> Gamma I': Delta X} %7 (i He 98 fL 32, 47t Delta 0 14

o Theta 6 : S0V UM B TRIAEHT 1928 (s, EIR TG
o Vega V: IRUHY O K A i B 348 U e
* Rho p: U P 3R (I BURRES

tis the time to expiration N is the normal distribution. ‘

 HAth Option
o AF 54 Exotic Options: {5 4165 AL Barrier Options, FA i 48 S B e “ B i "B 5 29 A4 2 AR a2 2K
o SR H 4% Swaptions: KT #54 A8 A A FI R H e sk ML AR PMSUBUR] B 3914




(3) Swaps:

H AT BAEAR R[] 5 H A B 437 Cash Flows ML
FrRifERL Vanilla 2570 CANEN I [R] AT /AR 4 18 E 55), #7784 Exotic 253K A] 48

o FZH i Interest Rate Swaps (IRS)

o [&] % FIZE A7 Fixed rate payer: SCAS ] M2, OB Bl RIS, Bl R 3K 05
o FEBIFIZ A7 Floating Rate Payer: SOV 8 FZRGE AT SOFR), W] & F1 2. YR «3205

o HEIFFIE: IRS JHF A ACIRA R
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Principal required by client 2. Borrowing discount factor
for amount received at expiry
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1. Amount received at expiry =t XS(1+ ip)t fp (L0

4. Finding future value of
3. Conversion of discounted currently held currency
currency to be received

(1) - For expiries over a year away (tisin years)
o (2) - expiry under a year away (tisin days, B = day count basis)
F= %;Lgt x S (1) P =client principal (In the currency that client is receiving)
F = forward rate (With the currency received by the client as base)
. S =spotrate (With the currency received by the client as base)
Méz xS (2 i, = interest on pricing currency (2" one in pair)
(1+ipXg) i, = interest on base currency (1t one in pair)
t = time (time until contract expiry, eq. (1)-years, eq. (2)-days)
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(1) FiAHAZ &) JiiE) Commodity Trading Advisors (CTAs): L[ MR T3S .
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(1) J 3 LS5 A/ F RE Private Equity / Credit: WA FRE K LPs AL SR8 ¥ b TH e Bl Dk
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(4) 12’5 7 RE Operators: il 5 5 FASF AN ] 857 G 9540l Joint Venture iz 7™

3. BERFH A

(1) B4 5 Homeownership: = 33K F1] SR 5 12 %5 AN B4 {H Capital Appreciation
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Net Operating Income (NOI)
Capitalisation Rate (Cap Rate)

(3) ¥¥E iz 35 Net Operating Income NOI: £ 3% F1| G 1 i F5 45
Effective Gross Income = Potential Gross Income (PGI) - Vacancy and Credit Losses

Property Value =

Net Operating Income (NOI) = Effective Gross Income (EGI) - Direct Operating Expenses
Net Operating Income = (Rental + Ancillary Income) - Direct Operating Expenses
(4) BEAMLF Capitalisation Rate (Cap Rate): F BRI AR U L EL ) U9 [0 i 1
* 1 Cap Rate: [g8 m KUK, T3 2K B [ 4
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(5) B4 Fe$ 1k Gross Rental Multiplier (GRM)
Property Value = Annual Gross Rental Income X Gross Rental Multiplier (GRM)
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Losses on Property sales
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AFFO = FFO + Rent increases - Capital expenditures - Routine

maintenance amounts

° HHYT 1 {H Net Asset Value NAV: PEA B 657 1) 22 SR HME, 25 IR A A GRS E







