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ABSTRACT

This study on stock index option valuation has two objectives. First, it aims to seek
knowledge and understanding about the concepts of stock index options as well as the
fundamental concept of options which can be applied in the analysis of suitable strategies in
options and risks for different categories of investors. Second, it attempts to valuate Set 50 Index
options based upon Black-Scholes model following the most realistic hypothetical changes. The
model was applied in two sets ; the sets for common stock with and without dividend. This study
used daily data of closed prices of Set 50 Index during January 1998-June 2001 to calculate the
call options values in June 2001.

The study found if Set 50 Index is 21.11, exercise price equals 16, Call Options
expiration period one month, dividend rates (d) at 0% and 0.36% when risk-free fixed account
interest rates (r) are fixed at 3.76% for one year deposit and 3.29% for three-month deposit, and
the volatility value calculated from previous 30 days closing prices is 20.60%, then the call
prices of Index Options will be 5.16, 5.15, 5.10 and 5.09 for [ d=0%, =3.76% ], [ d=0, r=3.29% |,
[ d=0.36%, r=3.76% ] and [ d=0.36%, 1=3.29% ] respectively.

If Set 50 Index is 22.11, exercise price equals 24, Call Options expiration period one
month, dividend rated at 0% and 0.36% when risk-free fixed account interest rates are fixed at

3.76% for one year deposit and 3.29% for three-month deposit, and the volatility value calculated



from previous 30 days closing prices is 20.60%, the study found the call prices of Index Options

to be 0.01, 0.01, 0.01, 0.01.



