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Abstract a fundamental problem arises when it comes to derivatives which
is determining their value, which makes it difficult to make an investment

REDAJON (SN [y

47



L A goama iy Al dlys — @Le.ilmﬁb‘)i.” KYEX ‘3 Loaygag ddled! olslsed| pawdd JL}_.A’.H))J}—:J I JEATS

decision, which leads to the need for investors to use some prediction
models to determine it.This paper using descriptive and analytical method
provides a framework for pricing financial options using two models in
discrete time and continuous time, namely Black scholes and Binomial
based on the same theoretical foundations and assumptions (such as the
geometric Brownian movement theory of stock price behavior and neutral
risk assessment), And among the results reached is that the Binomial model
is more effective in making effective investment decisions, as it allows
verification of the value of the asset at every stage of the life of the option
for the possibility of early exercise because it divides the expiry time
Validity to a very large number of intervals or steps

Keywords: options contracts; binomial model; Black-Scholes model;
Investment Decision; ASX Market.
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