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Chapter 13. Market-Making and Delta-Hedging
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Chapter 13. Market-Making and Delta-Hedging

§ 13.1 What do market-makers do?

§ 13.2 Market-maker risk

§ 13.3 Delta-Hedging

§ 13.4 The mathematics of Delta-hedging

§ 13.5 The Black-Scholes analysis

§ 13.6 Market-Making as insurance

§ 13.7 Problems
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Example 13.3-1 Given the first line of the above table, filling all the rest entries.

Solution. Check codes/Section_13-2.nb �
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Self-financing portfolio: stock moves one σ

Example 13.3-2 Given the first line of the above table, filling all the rest entries.

Solution. Check codes/Section_13-2.nb �
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