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Important notes 
1. The correct answers should be written ONLY IN the TABLE below, with a full circle, NOT 

along the pages. 
2. Use a pencil for your answers in the TABLE and only in the end, fill it with a pen. 
3. Do not separate the set of sheets of this handout, they should be delivered all. 
4. The test is to be done without consultation. Any cheating will cancel the test. 

5. Each multiple-choice question is worth 0.8 values; each wrong answer discounts 0.15 
values on the exam grade; an unanswered question will have 0. Answering several 
options is a wrong answer.  

6. Only basic or scientific calculators (without text storage) are allowed but you have a 
formula summary at the end of this assignment.  

 

OBLIGATORY ANSWERS TABLE 
Questions Answers: fill with a circle 

1 a b c d e 

2 a b c d e 

3 a b c d e 

4 a b c d e 

5 a b c d e 

6 a b c d e 

7 a b c d e 

8 a b c d e 

9 a b c d e 

10 a b c d e 

11 a b c d e 

12 a b c d e 

13 a b c d e 

14 a b c d e 

15 a b c d e 

16 a b c d e 

17 a b c d e 

18 a b c d e 

19 a b c d e 

20 a b c d e 

21 a b c d e 

22 a b c d e 

23 a b c d e 

24 a b c d e 

25 a b c d e 
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1. Cumulative probability distributions obtained with Monte Carlo simulation for three possible 
alternative strategies (A, B and C) to be chosen by a company are presented in the figure below. 
Which of the following statements is correct:  

a) The A strategy has first order 
dominance over strategy C 

b) The B strategy has first order 
dominance over strategy C 

c) The A strategy has second order 
dominance over strategy B 

d) The C strategy has no first order 
dominance over strategy A 

e) All answers are correct 

 

2. A Monte Carlo simulation generating x random numbers, can model a Gauss distribution with µ 
mean and σ standard deviation, by one of which equations? (Where N is the Gauss function, Inverse 
N is the inverse of the Normal, z are the standardized Gauss random values, u are uniform random 
values): 

a) x=N (u, μ, σ) 

b) x= N inverse (z, μ, σ) 

c) x=N (z, μ, σ) 

d) x=N (u/2, μ, σ) 

e) x= N inverse (u, μ, σ) 

 

3. The symmetry of a distribution can be measured using the value of: 

a) Standard Deviation 

b) Mean 

c) Kurtosis 

d) Skewness 

e) No one of the others 

 

4. Each Tesla share is presently valued at $800. Assuming an exercise price of $600, a share’s quarter 
volatility of 20% and a yearly risk-free interest rate of 5%, calculate the value of a Call option at 
three months maturity. 

a) Between $200 and $205 

b) Between $205 and $210 

c) Between $210 and $215 

d) Between $215 and $220 

e) No one of the others 

 

5. The Starbucks share price is $18 while a Starbucks Put Option with a maturity of 3 months is valued 
at $3 with an exercise price of $16. The risk-free interest rate is 5% per semester. How much would 
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you be willing to pay for a Call Option on Starbucks shares with the same maturity and exercise 
price? Assume European options. 

a) Between 4.6 and 4.8 

b) Between 4.8 and 5.0 

c) Between 5.0 and 5.2 

d) Between 5.2 and 5.4 

e) No one of the others 

 

6. The current Nickel price is $2300 per ton and the Future price one year from now is $2000. 
Assuming a 5% six-month free interest rate, the net convenience yield is: 

a) -18% 

b) +18% 

c) -23% 

d) +23% 

e) No one of the others 

 

7. The Steel Oil company who builds oil rigs for oil drilling wants to fix the price of 1000 tons of steel 
to be used in next year’s production. It buys one-year futures contracts at a price of $1,500 per 
ton. Suppose the steel price increases to $2,000 in one year. How much Steel Oil will pay or receive 
for the steel futures contract at maturity? 

a) Pays $500,000 

b) Receives $500,000 

c) Receives $2,500,000 

d) Pays $2,500,000 

e) No one of the others 

 

8. A company issued a one-year bond, which pays 5% interest for each semester. The bond has a face 
value of $1000. The market value of the bond today is $900. What is the bond buyer’s return at the 
end of one year (YTM), if the company will not default? 

a) 23.5% 

b) 29.4% 

c) 37.5% 

d) 42.5% 

e) No one of the others 

 

9. A company issued a two-year bond, which pays 5% interest for each semester. The bond has a face 
value of $1000. What is the market value of the bond today, if bond buyer’s return (YTM) is 10%, 
assuming the company will not default? 

a) $900 

b) $1000 
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c) $1368 

d) $1409 

e) No answer is correct. 

 

10. For the following Fault Tree Analysis, which will be the minimal “cut-set”?  

 
a) {B,A}, {B,C} 

b) {A,B}, {A,C} 

c) {C,A}, {C,B} 

d) {A}, {C,B} 

e) No one of the others 

 

11. The Ford share price is $15 while a Ford Put Option with a maturity of 3 months is valued at $3 with 
an exercise price of $17. The risk-free interest rate is 1% per year. How much would you be willing 
to pay for a Call Option on Ford shares with the same maturity and exercise price? Assume 
European options. 

a) Between 0 and 0.9 

b) Between 1 and 1.9 

c) Between 2 and 2.9 

d) Between 3 and 3.9 

e) No one of the others 

 

12. Which expression is correct for the value of a Put Option? 

a) Put option = min[0;(strike price, market price)] – premium)]  

b) Put option = max[0;(strike price, market price)] – premium)]  

c) Put option = max[0;(strike price, market price)] + premium)]  

d) Put option = min[0;(strike price, market price)] + premium)]  

e) No one is correct 

 

13. The @Risk function used to model scenarios, like for example evaluating the Net Profit for different 
prices scenarios is: 
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f) @riskbernoulli 

g) @riskbinomial 

h) @risksimtable 

i) @riskcompound 

j) @riskdiscrete 

 

14. Before a corrective action, your equipment had an occurrence rank of 5, a severity rank of 6 and a 
likelihood rank of 7. After the corrective action, your equipment now has an occurrence rank of 3, 
a severity rank of 5 and a likelihood rank of 6. Which is the reduction in your Risk Priority number? 

a) 18% 

b) 21% 

c) 57% 

d) 87% 

e) No one of the others 

 

15. You have bought a Call option on an Apple share for $50, with a strike price of $160. If at maturity 
the share is worth $180, how much you will gain or lose, net? 

a) Lose $50 

b) Lose $30 

c) Lose $20 

d) Win $20 

e) No answer is correct. 

 

16. The live cattle futures price for one year contract is $3 per Kg and the spot price is $2.5 per Kg. The 
yearly Convenience Yield is -10%, the interest rate is 3% per year. Calculate the storage costs in 
$/Kg. 

a) 0.145 $/Kg 

b) 0.175 $/Kg 

c) 0.225 $/Kg 

d) 0.345 $/Kg 

e) No one of the others 

 

17. If the Net Convenience Yield for a commodity is negative, this means that: 

a) There is a market trend to consume the product in the future. 

b) There is a market trend to consume the product now. 

c) The storage costs are smaller than the convenience yield. 

d) The free interest rate is quite small. 

e) No answer is correct. 
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18. Meta company has issued one-year bonds with 5% coupons and with a nominal value of $1000. 
Suppose, however, that there is a 30% chance that Meta will default after one year, and in that 
case the bond holders will receive 25% the bonds nominal value. The interest rate on one-year risk-
free bonds is 3%. How much would it cost you to insure the bonds of Meta company against 
default? 

a) 124 

b) 186 

c) 240 

d) 320 

e) No one of the answers 

 

19. If the stocks volatility increase, the respective: 

a) Call price increases and the Put prices increases. 

b) Call price increases and the Put prices decreases. 

c) Call price decreases and the Put prices increases. 

d) Call price decreases and the Put prices decreases. 

e) No one is correct. 

 

20. A call option is out of the money (OTM) if the: 

a) market price is above the strike price. 

b) market price is below the strike price. 

c) market price is equal to the strike price. 

d) call option has a larger value than the put option. 

e) call option has a smaller value than the put option. 

 

21. Which equation reflects the Put-Call parity? 

a) Put Price = Call price - Present Value of the Exercise price – Stock price 

b) Put Price = Call price + Present Value of the Exercise price – Stock price 

c) Put Price = Call price - Present Value of the Exercise price + Stock price 

d) Put Price = Call price + Present Value of the Exercise price + Stock price 

e) No one is correct 

 

22. Which sentence is correct? Implied volatility: 

a) is an estimate of the asset future variability. 

b) can be calculated if we have all the other variables in the B&S formula. 

c) considers all the information used by market participants. 

d) can be more accurate than historical volatility.  

e) All answers are correct. 
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23. What is the price of a 3 months Put option, knowing that the value of a Call option of identical 
maturity is $1.72, the share Price is $36 and the strike price is $40, assuming an interest rate of 
10% yearly. 

a) Between $4.0 and $4.3 

b) Between $4.3 and $4.6 

c) Between $4.6 and $4.9 

d) Between $4.9 and $5.2 

e) No answer is correct. 

 

24. Which nodes are conditionally dependent on A (or d-connected) knowing the state of D and 
knowing nothing about the remaining nodes? 

 
 

a) D, E, F, G 

b) A, D, B, C 

c) A, D, B, C, F 

d) E, G, F 

e) All the nodes are d-connected with A 

 

25. The White Stone Company Debt has a one-year maturity and the promised payment to White Stone 
creditors is $1,200. The market value of the Assets is $1,500 and the standard deviation of Asset 
value is 30% per year. The risk-free Interest rate is 5%. Calculate the value of White Stone Debt. 

a) Between $1100-$1110 

b) Between $1110-1120$ 

c) Between $1120-1130$ 

d) Between $1130-1140$ 

e) No answer is correct. 
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