
Name:

Total gain:

1

Day i 𝑭𝒊 Cash 
flow

Deposit at  
beginning 
of Day i

Payment 
into 
account

Deposit at 
dnd of 
Day i

0 150 opening 0

1 160

2 155

3 152

4 150

5 140

6 138

7 160

8 closing 0



Total gain:

1

Day i 𝑭𝒊 Cash 
flow

Deposit at  
beginning 
of Day i

Payment 
into 
account

Deposit at 
dnd of 
Day i

0 140 opening 0

1 130

2 132

3 135

4 140

5 130

6 closing 0



The futures price must

by                                        cents to trigger a margin call.

2

increase decrease

The futures price must

by                                        cents to allow withdrawal of $2000.

increase decrease



ℎ∗ =

3

The hedger should go long short

futures contracts on heating oil.



ℎ∗ =

3

The hedger should go long short

futures contracts on the wheat with maturity

of two months.



ℎ∗ =

3

Using the variables 𝑛 and 𝑥𝑖 , 𝑦𝑖 as in Ex. 3.7 of the 
lecture notes, we have: 

𝑛 =

෍

𝑖=1

𝑛

𝑥𝑖 = ෍

𝑖=1

𝑛

𝑦𝑖 =

෍

𝑖=1

𝑛

𝑥𝑖𝑦𝑖 =

෍

𝑖=1

𝑛

𝑥𝑖
2 = ෍

𝑖=1

𝑛

𝑦𝑖
2 =

𝜎𝑆 =

𝜎𝐹 =

𝜌𝑆𝐹 =



3

The hedger should go long short

futures contracts on the S&P 500.
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