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Fhe third and tousth articles presens vow approachos o modeling <ome
ponstandard opnons Nulholinand Pouben consider sne replication o barrrer
options, Thisides has been explored before under diftering sers of assumptions,

[he wrticle otivrs a methodoloey that soeneral cnoueh co nestimest of the pre-
views modelss ver maplemienrable becaie 1t wses only optons with sinkes s
stueicies thae are acruallv available e market. Macovseln and Quirtard-Pmon

then offer a very nice techuique Tor geumy bevond the “hockey stck™ Tmea

pavolt patterns that packages of ordnary calls and pareare able to produce, Stare
mg with 1 Tpower optuon” e hich the pacorfdepends o the final assec price
raised o some power, they show how to value optons widh any kind or corved
prvoll funcdon chat van be swritten s polynonnal,

The last articke, by Bovle and Scote clantios an teoe it has Beconse inmpor
Lt i accounting for grants of execunve stock options. Jnorder to value themn
at the nnie of Baue, 16 s necessary tospecihyar expected exerase dates But becanse
the Black-Scholes equation is nonfurear e toomacurtey, the vadue of dhe
option ac the mcan date 1 not equal wo dhe mean value of aptions exereised over
the range of dares. We are particularhy pleased o have this wroele from Phelim
BowTes this vear's rectprent of the prestgious “Faincil Engimeer of the Year
award given by the hitermatona Asociionon of Financnal Engineers, Congra-

vlattons to Phelin tor an honer well deserved! And thanks for the artcle!

Stephen Figlewski
Editor
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