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[J bionomial tree O [0 O O O O varianceld O O O O b-sJ O [ the price of three months
=(440 36)strike price =421 so C(up)=20 c¢(d)=00 discount rate of 3 months=1/1.02 h
ratio=(2-0)/(44-36)=0.250 0.25x40-(call option price)=(1/1.02)x0.25x36 L1 the price of
call =10-8.82=1.18
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