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6. Put Option
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18. Generalized autoregressive conditional heteroscedasticity(GARCH)
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Option Pricing Under Black—Scholes, Boness and Binomial Tree
Models- Evidence from the Gold Coin Option Contracts in Iran
Mercantile Exchange

Mahdie Amiri®
Abstract:
The purpose of this research is the pricing of gold coin option contracts in Iran
mercantile exchange. The price of gold coin option contracts has been estimated
by the Black—Scholes, Boness and Binomial tree models.For this purpose, the

theoretical prices have been compared whith the Black- Scholes method for each
maturity from December 2016 to November 2017. The theoretical prices of the
option contracts have been compared with market prices in Iran mercantile
exchange. The volatility of the gold coin in the market has been estimated by the
GARCH method as a variable in the pricing models.

The comparison of pricing call options indicates that the theoretical prices of the
call option based on Black- Scholes method were more than the theoretical prices
on the Boness method.

The comparison of pricing put options indicates the theoretical prices of the put
option based on Black- Scholes method were lower than the theoretical prices
based on Binomial tree method at the level of the strike price 12750000 Rials.

Keywords: Option, Black- Scholes Method, Boness Method, Binomial Trees
Method
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