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B2 Understanding Options

Seminar outline (3 ½ days)

DAY ONE

Morning:

Interest rate options:
1. Basic option theory and the fundamentals of pricing:

a) measuring;

b) interpreting volatility.

2. A comparison of options to symmetrical derivative constructions such as forward rate agreements and futures.

3. Interest rate guarantees and their uses.

4. Interest rate caps, floors, collars and swaptions and other constructions.

5. Options on both short term interest rate futures and bond futures.

6. Uses (and potential uses) by specific user type (insurance companies, unit trusts, etc.) and hedging techniques.

7. Regulatory and control issues.

Afternoon:

Equity related options:
1. Exchange traded options on specific equity issues and indices.

2. Credit and market risk; pricing compared to “customised” equity options.

3. Convertible bonds, warrants and other “embedded option” products.

4. Uses (and potential uses) by specific user type (e.g. fund management) and hedging techniques.

5. Regulatory and control issues.

DAY TWO

Morning:

Foreign exchange:
1. Foreign exchange options; payoff profiles of buyers and writers of various options.

2. Risks of foreign exchange options.

3. “Ballpark” pricing techniques

4. Regulatory and control issues.

Afternoon:

Factors that affect option pricing:

1. A more in-depth overview of the theory of option pricing and the “greeks”:

a) delta;

b) gamma;

c) theta, etc.

2. The practical considerations of the market place and how option premia change.

Using the pricing model:

1. PC based pricing model to demonstrate the inter-action of changes in inputs.

DAY THREE

Morning:

Proprietary trading simulation:

1. A chance to react to changing data impute and service client requirements in a computer driven simulation.

Afternoon:

Review of options strategies:

1. Options positions and strategies.

2. Advanced strategies.

3. Risk/reward analysis of options strategies.

DAY FOUR

Morning:

Review of options variants:
1. Principles of options variants.

2. Average rate options.

3. Knock‑out options.

4. Lookback options.

5. Participating forward contracts.

6. Digital options.

7. Barrier options.
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