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[bookmark: _Toc164940519]Task – 1 
[bookmark: _Toc164940520]A) Overview of Alibaba:
Alibaba Group Holding Limited, simply abbreviated as Alibaba, is a Chinese multinational conglomerate which focuses on e-commerce, retail, internet, and technology. Established in 1999 by Jack Ma and headquartered in Hangzhou province in China, Alibaba has developed into one of the world's largest and most valuable companies by BenAli (2018). The business segments of the company are the following:
[bookmark: _Toc164940521]E-commerce: 
In its portfolio, Alibaba has lots of online marketplaces such as Taobao, Tmall, and Alibaba which have a global connection of buyers and sellers (Buckle,2020). These outlets encompass a wide range of commodities and stuff like consumer goods, electronics, garments, etc.
[bookmark: _Toc164940522]Cloud Computing: 
Alibaba Cloud, which is otherwise known as Aliyun, is the cloud computing wing of Alibaba Group. It is with tools that include cloud services such as data storage and processing as well as artificial intelligence and machine learning (Vives, 2019).
[bookmark: _Toc164940523]Digital Media and Entertainment: 
Alibaba has investments in digital media and entertainment companies, like Youku Tudou, leading of online video platform in China, and Alibaba Pictures, which is in the business of film production, distribution, and marketing (Saad,2021).
[bookmark: _Toc164940524]Innovation Initiatives: 
The firm support a range of innovative ventures that include AI (artificial intelligence), logistics, and fintech (financial technology) (Mishra,2021). Their objectives are to promote industrial technology evolution and to upgrade the efficiency of different industries. Alibaba's (Jayakumar 2018) target market is diverse, and it is global in nature that encompasses both consumers and businesses, especially the booming e-commerce and digital economy sectors. The USP of the company is a hybrid ecosystem that incorporates different online platforms, services and technologies offering seamless and smooth experience for users.

[bookmark: _Toc164940525]B) Reasons for Going Public:
In September 2014, Alibaba went public on NYSE through its biggest ever IPO raising $25 billion funds (Matthews, 2023). Alibaba had several significant factors that made it decide to go public.
[bookmark: _Toc164940526]Access to Capital: 
The initial public offering gave Alibaba a great opportunity for capital raising from many investors, which could be used for the company's expansion projects, research and development as well as further acquisitions (Strohsal, 2019).
[bookmark: _Toc164940527]Enhanced Visibility and Credibility: 
The listing in one of the major stock exchanges makes a Company brand more visible and credible in the global market (Devereux,2018). The NYSE listing proved to Alibaba that its business model is worthwhile and it attracted more consumers, partners and investors.
[bookmark: _Toc164940528]Liquidity for Existing Shareholders: 
The IPO provided Alibaba's initial investors including founders, employees, and venture capitalists an option to recoup their investments and make profit from their stakes (Malloy,2019).

[bookmark: _Toc164940529]C) Key Risks Identified in Alibaba's S-1 Filing:
Alibaba's S-1 format filing to the Securities and Exchange Commission (SEC) discloses a number of risks that could pose a threat to operations, financial performance, and stock price (Peterson 2018). Three notable risks include
[bookmark: _Toc164940530]Regulatory and Legal Risks: 
Alibaba runs businesses in different countries and is subject to regulations of respective laws, policies, and regulations in the areas like e-commerce, data privacy, intellectual property, and competition (Elamer,2018). Changes in laws or judicial outcomes not in its favour might lead to disruptions in its operations, penalties or fines, or damage its brand. The inherent regulatory risks of the highly regulated nature of e-commerce industry worldwide, especially the communities where Alibaba operates in China and others ( Buch,2022). Frequency of occurrence primarily depends on two main factors; these are the changes in government policies, legal interpretations, and enforcement steps taken.
[bookmark: _Toc164940531]Market Competition: 
Alibaba is under big challenge as it competes not only with domestic and international competitors-other e-commerce platforms, online marketplaces, and physical stores (Lu,2018). The speed of technology improvement, consumer taste change, and new entrants to the market could result in Alibaba's market share reduction, in price setting, and profitability. Competition which is the primary feature of e-commerce industry comes with innovation dynamism of the market and changing consumer behaviour (Narayan,2019). With Alibaba continuing to enjoy market leadership built on its strategic investments and differentiation strategies, however, the environment is characterised by dynamic flux and unpredictability.
[bookmark: _Toc164940532]Cybersecurity and Data Privacy: 
As a digital platform that deals with huge amounts of personal information, Alibaba is exposed to cyber thieves, data breaches, and privacy threats (Dafermos, 2022). Unauthorised get of customers' information, vulnerabilities with the system or security breaches could end up giving financial losses, bad reputations and regulatory sanctions. Cybersecurity threats are everywhere, the sophistication and frequency of cyber-attacks are constantly growing (Bazhenov.2021). By allocating substantial resources to cybersecurity, Alibaba makes use of encryption, firewalls and threat detection systems among others. Nonetheless, this raising complexity of cyber dangers and the ever-growing interconnectivity of digital ecosystems add more risks for cybersecurity incidents.

[bookmark: _Toc164940533]Evaluation of Proposed Valuation in Context of Risks:
The valuation of Ali Baba in IPO includes the market prospects, the financial performance, the market position, and the perceived risks (Espar,2020). Although the company enjoyed considerable market capitalisation, investor and analysts reached their valuation decision taking into account potential risks that were acknowledged.
[bookmark: _Toc164940534]Regulatory and Legal Risks: 
Investors of Alibaba examined the degree of risk the business faces in regulations and law, especially in China where the government approves e-commerce activities and digital platforms (BenAli,2018). The regulatory changes or enforcement actions could impact Alibaba's accelerated growth, market diversification, and long-term profitability, hence, affecting valuation multiples and investors perception.
[bookmark: _Toc164940535]Market Competition: 
Alibaba's market value was a reflection of its leading role in the Chinese e-commerce market and its ability to outplay competitors from both domestic and international companies (Jayakumar,2018). The investor then evaluated the sustainability of Alibaba's competitive edge alongside its capacity to innovate, stand out, and generate additional market share in the face of growing competition.
[bookmark: _Toc164940536]Cybersecurity and Data Privacy: 
The undrafted cybersecurity and data privacy risks contributed to investor’s negative perceptions of Alibaba's business continuity, brand reputation, and trustworthiness (Strohsal,2019). Even if Alibaba has put into place strict cybersecurity regulations and data protection policies, with the presence of high-profile data breaches or security incidents, investors could get concerned and adjust the company's value accordingly.
The valuation proposed by Alibaba in its IPO was subject to reactions of the market and investor sentiment as well as perception of risk. Though it could be argued that the company had a lot of growth potential and was very competitive, investors took into consideration how much the regulatory uncertainties, competitive pressures, and cybersecurity risks might affect Alibaba's offering value and financial outcomes in the long run. On the one hand, the valuation of the company reflected the optimism about Alibaba's growth, and on the other hand, it implied caution about the risks in the e-commerce industry (Bazhenova,2021). Various key risks must be constantly monitored and managed for Alibaba not only to maintain being the market leader but also to be a good choice for investors in the long term.




[bookmark: _Toc164940537]Task – 2 
[bookmark: _Toc164940538]A) Descriptive Statistics:
The descriptive statistics reveal rich information about the distribution and variability of the share price returns of the company. The reported returns (-9.14% and 8.00%, respectively) represents the performance range of the company’s stocks acquired over the said period (Buch and Goldberg, 2022). The standard deviation of returns, which is 0.0227, shows that the degree of risk related to the shares of the company (Strohsal et al., 2019). Such figures are of vital importance for historical performance and risk analysis of the company' shares, which is used for the preparation for investment decision-making by the investors.
	DESCRIPTIVE STATISTICS
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	-9.14%
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	0.022713



[bookmark: _Toc164940539]B) Compound Annual Growth Rate (CAGR):
The compound annual growth rate, CAGR, serves as a measure of an average annual growth rate of the selected company’s share price during the stipulated period. Here, the -0.12% compound annual growth rate (Matthews et al., 2023) observed is an indication of the downward trend of the share price. This negative growth implies that, on the average, investors as a group found their investment in the company's stocks less valuable than before over the period under consideration.
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By matching the CAGR of the chosen company's share price to the related index, we will obtain the necessary information regarding its comparative performance within the market context. Often, the stock market index is used to compare the different economies. The most common index that stands for the performance of the stock market overall is the S&P 500 and the FTSE 100.
For example, let’s look at the FTSE 100 index: this index consists of the 100 largest companies that are listed on the London Stock Exchange, measured by their market capitalisation. By looking at the company's CAGR of share price in comparison with the CAGR of FTSE 100 over the same period, it is possible to conclude whether the company beat or lagged behind the market.
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If the chosen company's CAGR outpaces the FTSE 100 index, it implies that the company's shares brought higher returns than the market during the date range. Therefore, if the company's CAGR is less than the FTSE 100 index, it might mean that the company shares have been outperformed relative to the entire market.
Bringing this comparison as well as an appropriate index in will help the analysis as investors will have a benchmark against which they can evaluate the company's share price performance to determine if they have made the right choice. This approach of benchmarking allows for a good understanding of whether the company’s performance is driven by factors that are characteristic of the company, or by the external market that impacts other competitors (Bazhenova et al., 2021).

[bookmark: _Toc164940540]C) Sharpe and Treynor Ratios:
The commentary on the company's performance in respect of Sharpe and Treynor ratios should be not only about the financial theories and market dynamics but also (Strohsal et al., 2019).
The Sharpe ratio considered the risk-adjusted returns ability of an investment by calculating the return over the risk-free rate per each point of volatility or total risk. A good Sharpe Ratio, which indicates the efficient balance between risk and return and the performance that is better in risk-adjustment, usually shows a higher one. On the contrary, it's significant to bear in mind that a negative Sharpe ratio means that the investment's return is inadequate to remunerate for the risk taken (Buch and Goldberg, 2022).
	SHARPE
	

	
	

	rp-rf
	-0.28927

	standard deviation
	0.022713

	Sharpe
	-12.7359


 
	TREYNOR
	

	
	

	r-rf
	-0.28927

	beta
	0.47

	Treynor
	-0.61548


 
The result we have given indicates that the excess return of the selected company shares in relation to risk-free rate returns rp-rf is significantly negative compared to the standard deviation of the returns. The fact that the returns are higher than the risk-free rate implies that the stock price was quite volatile relative to the required risk premium, and thus the company's returns during the period were not satisfactory.
The way the Treynor ratio calculates the risk-adjusted return of an investment is by taking the excess return over risk-free rate per unit of systematic risk, which is measured by beta. A positive Treynor ratio exhibits that the return of the investment exceeds the risk-free rate per unit of systematic risk, which is an indication of outperforming the market risk-adjusted performance (Buckle and Thompson, 2020).
On the other hand, Treynor Ratio (-0.615477318) is a case in point that the shares excess return (r-rf) over the risk-free rate (r-rf) of the chosen company does not correspond to the systematic risk (beta) levels. This implies that the security's beta may have been lower than the market's, which means that its systematic risk was lower than the market's- a situation that raises some concerns for investors who are looking for commensurate compensation for the risk they undertook (Jayakumar et al., 2018).
Hence, based on the negative Sharpe and Treynor ratios, it seems that the company's shares performed poorly in terms of risk-adjusted measures during the referenced period, which could possibly indicate that there were issues in terms of returning the required returns to investors over the period (Vives, 2019). This statement emphasises the necessity of further analysis and thinking of other aspects affecting the company's performance like market conditions, industry dynamics, and company-specific factors such as management efficiency and the competitive positioning (Matthews et al., 2023).
[bookmark: _Toc164940541]Task – 3  AMAZON
A) [bookmark: _Toc164940542]At the Money Call Option Payoff:
[image: ]
[bookmark: _Hlk165271872]Figure 1 (Source: Made by Learner)

An "at the money" call option is a derivative contract in which the strike price of the option is almost equal to the market price of the assets. For example, in relation to Amazon, an "at the money" call option's strike price would be just close to the current market share of Amazon stocks.
According to the graph entitled “Payoff of Call” taken on April 10, 2024, it can be concluded that it demonstrates a payoff diagram for a call option. Along the x-axis is the stock price listed, while the y-axis represents the payoff of the call option to the buyer. The graph displays a horizontal line at $23.75, denoting the strike price for the call option. In other words, the person who owns the call option has the privilege to buy Amazon stock at a price of $23.75 per share.
If the stock remains at or below the strike price ($23.75), the income of the call option buyer will be zero. This is due to the fact that it makes no sense to exercise the call option when the stock is priced higher than its prevailing market price.
If the stock price goes above the strike price, the profit of the call option owner keeps rising. As such, if the stock price were to hit $185.28, it would give a payoff of $161.53 ($185.28 - $23.75) to the call option buyer. This profit happens when the buyer exercise the option to buy the stock at $23.75 and sells it on the higher market price.
Investors buy a call option when they expect the price of Amazon stock, the underlying asset, to grow. Investors can benefit from buying the call options because they can make money from the increase in the stock price while only having to put down the amount of the premium as a fraction of the total cost to buy the shares. Besides, the gains made by call option buyers are capped at the premium paid for the option.
On the other hand, investors may decide to purchase put options, just to realize profits from the premiums paid. People who sold calls are in the process of having to sell the underlying asset at the agreed-upon strike price if a buyer exercises the option. They earn income from the sale of call options which occur when the shares trade below the strike price while they pocket the premium as their earnings.
Taking into account various strike prices can help us to analyse the prospect of net profit for call options at different ranges. Low strike prices usually contribute to an increase in option premiums, but at the same time, offer greater earning prospects when the stock price soars beyond the strike price. On the contrary, strike prices that are higher, in fact, have lower premiums, but they need a bigger rise in the stock price to become profitable.
By comprehending the payoff structure of at the money call options for Amazon, investors can evaluate the risks and rewards of these wagering devices. Whether buying or selling call options, investors are thoughtful enough to consider market conditions, the underlying asset performance and their own risk tolerance in their line of decisions.


B) [bookmark: _Toc164940543]At the Money Put Option Payoff:
[image: ]
Figure 2 (Source: Made by Learner)

The "at the money" put option is a type of derivative contract in which the strike price of the option is roughly equal to the current market prices. For the illustration of Amazon, an ATM put option would be in the strike price roughly at the trade price of Amazon stock. We will consider now the graphical depiction of the payoff of an at the money put option for Amazon with the help of specific figures.
The chart entitled "Payoff of Put" dated April 10, 2024, seems to be a payoff diagram of a put option which matches all features of an ATM (at-the-money) put option. The x axis of the graph the stock price, while the y axis depict the payoff to the put option buyer. The chart indicates a horizontally situated line with $100 as the strike price of the put option. This means if the put buyer wants to sell the stock it must be sold at $100 per share.
If the stock does not reach the strike price ($100) or remains above it, the put option buyer will get nothing. This is because there is no any advantage for them in case exercising the right to sell the stock when its market price is higher.
Nevertheless, a put option becomes more profitable, when the stock price goes down and drops below the strike price. Another example is where the remaining put option buyer shall get $14.72 ($100 - $85.28) if the stock price drops to $85.28. This profit occurs when the investor can exercise the put option by selling the stock at $100 and buying it at the lower rate.
In general, investors purchase put options if they foresee the price of the underlying instrument (here it is Amazon stock) to fall. Through the buying of a put option, the traders may be able to profit from a stock price drop without having to short-sell the shares. In addition to this, put option buyer losses are restricted to the option premium only.
On the contrary, investors may decide to generate income from selling (or writing) put options by receiving premiums. The put option sellers are bear the responsibility to buy the underlying asset for the strike price as long as the put option is exercised. They benefit financially by selling put options when the stock price stays above the strike price at the time of expiry, thus allowing them to keep the premium as profit.
Due to the effect of other strikes on the profitability of put options gives a clear idea of how these prices perform in different circumstances. At lower strikes the option premium often rises but more so if the stock price goes down below that level. Alternatively, higher strike prices have lower premiums but will only benefit from a massive decline in stock prices to become profitable.
Learning the cash flow pattern of at the money put options for Amazon enables market participants to make an informed decision on the extent of risks and rewards associated with them. Whether or not buying or selling put options, investors have to evaluate market conditions, the underlying asset performance, and their own risk tolerance before making final investment decision.


C) [bookmark: _Toc164940544]Construction of a Strangle or Straddle:
[image: Immagine che contiene diagramma, linea, testo, Diagramma

Descrizione generata automaticamente]
Figure 3 (Source: Made by Learner)

Straddle:
A straddle is a position made by purchasing both a call option and a put option with the same strike price and expiration date on a particular security. The advantage of a straddle is that it gives profits in all kinds of price changes, whether the price goes up or down.
An investor intends to establish a straddle on Amazon stock, he should select a strike price that is close to the current trading price of the stock. We can use the given example as follows $100 strike price. The next step is buying a call option and a put option for the same strike price and same expiration date. The straddle cost is the sum total of premiums paid for the call and put options.
A payoff graph of a straddle usually shows the strategy will result in profit if the stock price moves much above or below the strike price before maturity. According to the specified values, the straddle will make a profit if the stock price is $128.37 or $71.63 on the expiration date regardless of where it is above or below. The greater the profit is, the further the stock price runs away from the strike price.
Investors could go long in straddles when they expect big price volatility in the underlying stock but not certain about the direction of the price trend. Straddles can often be suitable to be used in such circumstances when the possibility of an event like an earnings announcement or regulatory decision that may force the stock price to make a sharp turn is imminent.
As an alternative, investors may buy or write straddles in order to receive some premiums from the buyers of those options. Conversely, the position of selling a straddle carries substantial risk, since the seller faces an unlimited number of potential losses if the stock moves beyond breakeven points in either direction upwards or downwards.
Strangle:
A strangle is like a straddle wherein you buy an out-of-the-money call option and an out-of-the-money put option but with different strike prices but same expiration date. Usually, strike prices are established, which are the levels above and below the current trading price of the stock.
To build a strangled structure of Amazon stock an investor will get a higher strike price for the call option, and a lower strike price for the put option. Suppose that the call option strike price is $110 and the put option is $90. Similar to straddle, the investor pays premiums for both puts and calls, and the Strangle cost is the total of these premiums.
Strangle payoff diagram presents the profit situation where the stock price has to move significantly greater than the strike prices of both the options. The strangle will return a loss equal to the total of the premiums, if the share price remains within a narrow range.
Traders might purchase a strangle in anticipation of price fluctuations, however, being unsure as to the scale or direction of such movement. As per the given values, if the call option strike price is $110 and the put option strike price is $90, the strangle will benefit if the stock price stands at $128.37 or less the $90 when the expiry date comes.
Investors can also buy strangles to profit from the premiums that they receive. However, buying a strangle has a significant risk just like selling a strangle. The seller can lose unlimited dollar if the stock price moves sharply beyond the two breakeven points.




[bookmark: _Toc164940545]Task – 4 
[bookmark: _Toc164940546]A) Performance of the 10Y Note:
The performance of the 10-year Treasury note that is the benchmark security for the whole bond market indicates whether general trends in the bond market are rising or falling. It also indicates if broader economic conditions are favouring or disfavouring bond investors. During the period of 12 months from January to December 2023, performance of the long-term note, i.e., 10Y note was affected by a number of factors including the economic data, monetary policy of the central bank, political events, and the climate of the market.
The performance of the 10Y note would be more relevant for companies dressed in Alibaba, which operate as part of the global market and are sensitive to fluctuations in interest rates and borrowing costs. Alibaba being a multinational corporation with a multitude of business interests is affected, when it comes to investors' tendency and a market condition, by macroeconomic factors.
During this period, the actual course of the 10Y note was subject to the policy of the Feds, which had adopted an expansionary monetary policy to fulfil its dual mandate of maximum employment and stable prices. Hints from the US central bank on possible alterations in the monetary policy, be it interest hikes or cuts, might also influence the market expectations and, in turn, these may change the demand for the US Treasury securities, including the 10Y note (Dafermos,2022).
For the 10Y note, which is an instrument of Alibaba, let us consider the yield changes that will affect the cost of capital and borrowing costs. As a company which is characterised by capital payments and financial obligations, the state of Alibaba's finances is highly influenced by alterations in interest rates and bond yields. Higher return on Treasury securities encourages Alibaba to borrow even further, which drives up its borrowing costs and affects its profit and level of investment.
The behaviour of both the 10Y note and the Economy was certainly a reflection of the existing Economic indicators and occurrences carrying a negative or positive attitude to the Market. The trading arena ahead of scheduled releases of economic statistics and data generally favours bonds with positive and upbeat news about strong employment reports or fabulous GDP growth. Investors often increase their bid for these types of securities as they start to expect higher inflation levels and possible more restrictive monetary policies. On the other hand, weak economic indicators may result in low yields as investors rushed into government bond while holding their breaths us to economic downturns (Strohsal et al., 2019).
On the other side, geopolitical events, and global economic conditions, accounted tremendously for what did or did not suit the issuance of the 10Y note from the period under study. An ambiguity surrounding political geographical crises, trade disputes, or therein sudden events like natural disasters or health mistakes may lead to oscillations in bond yields as they (investors) have to re-evaluated the risk levels and, as a result, re-align their portfolios (Bazhenova et al., 2021).
For Alibaba, which operates in many different regions and faces the geopolitical challenges alongside other risks, the volatility of global financial markets sometimes adds more risk to the company`s daily operation. Modifications in bond yields may affect stocks of Alibaba, and the company’s market valuation, which, as the consequence, may have an impact on Alibaba’s strategic decisions and faith investors have in Alibaba’s growth.
Generally, the 10Y note performance could be looked at as a resultant of a series of factors that were interconnecting, such as monetary politics, economic data releases, geopolitical impacts, and market sentiment. A comprehension of these patterns is fundamentally important for Alibaba and other wider companies’ investors because a switch of bond rates can cause dramatic consequences for their fiscal performance and market capitalisation.

[bookmark: _Toc164940547]B) Impact of Changes in the Yield of the 10Y Note on Consumer Debt:
The adjustment in the ten-year Treasury yield impacts borrowing costs for consumers, house mortgages and consumer spending behaviour among others. The interactions of Treasury yields with consumer borrowing and spending are complex and diversified and, consequently, there are multiple ways through which the effects of yields movements are transmitted to the decisions of consumers whether to borrow or to spend.
The ten-year note yield change will probably be the most direct implication in the mortgage rate movement. The 10-year yield, which is as closely tied to the long-term Treasuries as the latter is to the former, is the prevailing determinant of mortgage price. Consequently, the yield on 10Y government bond has a significant effect on the mortgage rates, which in turn makes housing more costly for the homebuyers and hence, could reduce the demand for housing (Buckle and Thompson, 2020).
Conversely, the fall in the 10y Y note's yield could lead to a decrease in mortgage rates which in turn makes the homes less expensive and thereby leads to an increase in the demand for housing. Lower mortgage rates can make homeowners who already have mortgages want to refinance them to take advantage of lower monthly payments or access equity in their homes by using cash-out refinancing. This will serve to increase consumer spending (Peterson, 2018).
Besides the mortgage rate, the 10Y note yield curve is seen to influence other forms of consumer debts, like vehicle loans, personal borrowing and credit card rates. Often these rates are linked to the short-term benchmark rates, e.g., Federal funds rate, which is dependent on Federal Reserve's monetary policy decisions. On the one hand, long-term Treasury yields, such as the 10-year yield, exert indirect effects on the overall interest rate level and the market's forecast for future interest rate movements (Vives, 2019).
With respect to Alibaba, fluctuations in personal credit existence and loan rates may influence its e-commerce activities as well as consumer spending behaviour. In the position of the global e-commerce leader Alibaba relies on the consumer confidence and purchasing power to boost the sales figures on its platforms. The rise in borrowing costs stemming from the increase in Treasury yields can lead to decreased consumer spending that in turn can have a negative impact on Alibaba's income growth and net income.
However apart from this, consumer debt also affects Alibaba's financial services segment which incorporates Ant Group, one of the main digital payments and consumer finance players in the Chinese market. The changes in the interest rates and borrowing costs will be associated with an influence in consumer demand for the financial products and services offered by Ant Group. This will lead to lower revenues for Alibaba and its overall business performance.
In a nutshell, yield fluctuations in the 10-year Treasury note can lead to varying consumer debt levels, lower or higher borrowing rates and also changing consumer behaviour towards spending. Such situations are important for Alibaba as an international e-commerce and financial services group because they can cause fluctuations in its revenue, profitability and market value. It is important for the investor and a policymaker to understand how the relationship between Treasury yields and consumer debt works in terms of the broader economic environment and what it means to Alibaba company.Top of Form
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