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[0 O O OptionsA call option gives its holder the right to purchase an asset for a specified price, called the exercise
or strike price, on or before a specified expiration date. For example, a December call option on General Electric
stock with an exercise price of $35 entitles its owner to purchase GE stock for a price of $35 at any time up to and
including the expiration date in December. Each option contract is for the purchase of 100 shares. However,
quotations are made on a per-share basis. The holder of the call need not exercise the option; it will be profitable to
exercise only if the market value of the asset that may be purchased exceeds the exercise price.When the market
price exceeds the exercise price, the option holder may "call away" the asset for the exercise price and reap a payoff
equal to the difference between the stock price and the exercise price. Otherwise, the option will be left unexercised.
If not exercised before the expiration date of the contract, the option simply expires and no longer has value. Calls
therefore provide greater profits when stock prices increase and thus represent bullish investment vehicles.In
contrast, a put option gives its holder the right to sell an asset for a specified exercise price on or before a specified
expiration date. A December put on GE with an exercise price of $35 thus entitles its owner to sell GE stock to the
put writer at a price of $35 at any time before expiration in December, even if the market price of GE is lower than
$35. Whereas profits on call options increase when the asset increases in value, profits on put options increase when
the asset value falls. The put is exercised only if its holder can deliver an asset worth less than the exercise price in
return for the exercise price.Figure 2.10 presents options quotations for GE. The price of GE shares on this date was
$41.10. The first two columns give the expiration month and exercise [J or strike[] price for each option. We have
included listings for call and put options with exercise prices ranging from $37.50 to $42.50 per share, and with
expiration dates in October, November, December 2007 and March 2008.

Page 7



000 0O, tushu007.com

gobooooo

gobbobbbuodggooobbbbbuoooogobbobbboooooobobbobboooog
gobbobbbuoogooobbbobbuoooogobbobbooooooobobbooog
gobooo
Uil—-—>n0obbuggogobbbobbudoogobobobbooooooobobboougg
gobobooobboodadd

gobbobbbuoooogobboobboooooobooboooo
Uil—-—>o0obbuogogobobbbbiodooogobobobbooooooobobbooaa
gobbobobbodooooboboobbodoooooboobbooooooobobobbooaa
gobobobbbodoooobbobbboooooobobbboogoa
Ud—-—>n0oobuoogogobbbobbtodoodobobobbooooooobobboooda
gobobobobboooooobobobobbooooonon
U0—-—>o0o0o0ogooobbbbbooooooboooo

Page 8



000 0O, tushu007.com

goon

oooo@oo*xoosL)yooooooobobobooooooobooobob - boboo
gboobboooboobboo0booboobbooboobboooboobbooonoo
DooOo@uo*coosg)ogoooooooboobobobobobooooooooo
gobooo
gsgbbobooudgodubobobbuodoogobbobbudooooubboobobuga
goboboobbuoogoooobbobboogo
gobobobobboogogobbcrAlbggooboobobbooooooonobon

Page 9



000 0O, tushu007.com

goon
gobboooboupbDFODODDODOOOO0O0O0OO0OOOODOOO

0000000 :http://www.tushu007.com

Page 10



