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Abstract:

Financial options contracts are the most creative and innovative type of finan-
cial derivatives, and considered as a powerful instruments for hedging and ma-
naging risks, it gives the holder the right (not the obligation) to buy (or sell) a
particular asset (real or financial) during a specified period of time and at a spe-
cified price (exercise price). The price of an option derives from the difference
between the reference price and the value of the underlying asset (commonly
a stock, a bond, a currency or a futures contract) plus a premium based on the
time remaining until the expiration of the option.

The main aim of these paper is to review the most important methods and Mo-
dels for pricing Financial Options

Key Words: Financial Derivatives, Options, Black Scholes Model, Binomial
Model, Put-Call Parity
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