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4 Types of Retirement Planning










Three Portfolio Propositions







Assumptions and Constraints
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Simulation of Distribution of Stock Price
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Simulation of Distribution of Stock Price
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Demonstration of Hedging using Put Options (GE)

Current Price P(0)

Expiration Time T
Risk-free Rater
Exercise Price S

Price of put option
Price at Expiration
Cash Flow at Exp
Discounted C.F.
Return on Portfolio
Percentage Return

With Hedging No Hedging
31.44

0.75
3.21
29

0.3
18.930
-2.440  -12.510
0220 1126
0520 1126
-169%  -3.98%




Simulation IBM Return with/without Option

A B C

Demonstration of IBM Hedging using Call Options

With Hedging | No Hedging
Current Price P(0) 101
Drift u (annual) 0.08230
Volatility ¢ (annual) 0.02546
Expiration Time T 0.75
Risk-free Rate r 3.21
Exercise Price S 103

Price of call option 1.5
Price at Expiration 107.404
Cash Flow at Exp 4.404 6.404
Discounted C.F. 0.397 0.577
Return on Portfolio -1.103 0.577
Percentage Return -1.09% 0.57%

—_— | | |







N\ _/ NS _/

Simulation Results for
Sinario 2 weighted rate / D5

Simulation Results for
Sinario 1 weighted rate / C5
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Portfolio | Results Analysis

Simulation Results for
Sinario 1 weighted rate F C5
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Portfolio Il Results Analysis

Simulation Results for
Sinario 2 weighted rate F DS
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Portfolio Il Analysis

100% Risk Free
Certified Deposit

e Point Estimation =1.73%

 |[deal for the most risk
averse investors who are
getting old with the
shortest investment
horizon.
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Simulation Is More of an Art
Than a Science
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