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[bookmark: _Toc174655589]1. Company Background
[bookmark: _Toc174655590]1.1 Detailed Overview, Target Market, and USP
Poundland is a Tantalum discount store in United Kingdom it was founded in 1990 by Dave Dodd and Steven Smith. The company quickly gained popularity for its simple yet effective business model: the business selling almost every kind of product at a unified price of £1 (Guy, Bray and Appleton, 2024). A growth strategy of this model was that the organization operated in the United Kingdom and the market for value retailing at that time had not been fully developed. In the course of its operations, the company increased the number of products being sold where today it not only sells various food items and clothing products, but also sells health products, beauty products, stationery materials, toys, and products that are seasonally relevant. The company has also attempted to enter in clothes and electronics, albeit at a lower level of focus as it tends to provide goods for its consumers (Ma, 2024). 
Since 2024, it has 830 stores in the UK, Ireland, and mainland Europe, while its staff count is approximately 18,000 (Guy, Bray and Appleton, 2024). Expansion, in Europe under the company’s Dealz brand has served as another strategic step to the company’s general growth strategies; making the company penetrate new markets such as the Ireland, Spain and Poland markets. Indeed, the compliance of Poundland to market its products at cheap prices, while providing quality products to its clients has placed it smoothly as a well-established business in the discount retail market segment (Mahmood et al., 2022). 
The primary audience of Poundland is diverse and anybody aspiring to save money can be a potential customer; maybe students, families or even the elderly (Guy, Bray and Appleton, 2024). This simply means that the company does appeal to the customers in as much as they are in a position to make positive gains on their money which is quite vital in the current world where everyone is facing hardships waying from just mere stagnated incomes to job losses. However, the target market of Poundland comprises the lower to mid-range consumers who demands all necessities and products to be sold at cheaper prices. The retailer also attracts the users who look for good offers as the excitement of getting good deals on some items. Furthermore, there is an affirmation that during the periods of economic downturn for example, 2008/2009 crisis, or the more recent coronavirus pandemic period, there is a boost of people visiting Poundland because price becomes a sensitive factor (Ma, 2024).
Indeed, as identified by Poundland, it’s USP is the assurance that is provides a simple and cheaper system. The products that Chief offer can be purchased at a uniform price of one pound which avoids confusion or decision making commonly asssociated with shopping. It is because Poundland customers are already clear what they are going to be offered when they enter the store, thus shopping at Poundland is rather simple and problem-free (Siphethile Phiri, 2023). Thus, price leadership is not only done for consumers seeking value products but also for its ability to give a firm’s prices a competitive edge that may not be easy for competition. Also, its buying power significantly enables it to acquire products at reasonable costs and bargain with suppliers for the £1 sales price of Poundland products without compromising the quality of products it sells. This has redounded to the company’s benefits since it has made it gain the customers trust and by implication the trust of all its customer carrying out businesses with it in their everyday lives (Mahmood et al., 2022). 
[bookmark: _Toc174655591]1.2 Reasons Behind Going Public
In March 2014, Poundland also floated on LM, but through an IPO that set the firm’s value at £750,000,000. This paper examines the determinates that prompted the company to begin the process of going public and the rationale behind the decision making in the light of the firm’s strategic and financial goals (Ma, 2024). 
Thus, the major purpose of the IPO was in financing the company’s aggressive growth strategy envisioned for Poundland (Siphethile Phiri, 2023). When the IPO occurred the company had a sound operation in the UK; however, it sought to expand its operations in the international markets. This IPO enabled Poundland to get the required capital to open new outlets that were particularly in the continental part of Europe under a new brand name Dealz. The above expansion strategy was meant to boost market coverage and expand the company’s revenue sources, thus demographically diversifying it from the UK market. Through floating of shares, Poundland would be able to obtain larger value of funds than through private equity hence fuelling the company’s growth (Mahmood et al., 2022).
The last but not least major factor that made the company go for the IPO was to reduce on the leverage on the balance sheet. The leverage ratio of Poundland was relatively low at 0.1875, which suggests that it maintains a conservative policy with respect to raising debt. This actually comes with the territory for a privately owned company in growth mode.
Leverage ratio reduced to 0.1, meaning there was more reduction in debt. This perhaps might be due to the fact that something happened, and the proceeds of the IPO were utilized for paying up debt. Probably due to the sale of shares during the IPO, equity has increased. Poundland, has had a tendency to accrue debts over the years mainly to fund store expansion and the improvement of its distribution network. The IPO enabled the firm to retire most of the debts which in return led to decrease in the interest expense and company’s financial leverage. A stronger balance sheet also exposes that Poundland got more freedom to invest in other areas that are intelligent in the business such as technology, and e-commerce since the retail sector was changing (Siphethile Phiri, 2023). 
The move to go public also made the Poundland to become more visible in the market and this means it achieved the aspect of credibility in the market. The increase in the company’s listing in the London Stock exchange provided prestige and awareness among the investors, customers, and suppliers. It also brought transparency and accountability into the business as companies that are listed for trade are bound to obey the set reporting and operating rules (Alatawi et al., 2023). This was because, this made investors to have more confidence in Poundland’s long term growth and also helped the company attract other institutional and retail investors. Further, the IPO served to give VALUE to the existing shareholders in the company such as Pounds, the founders and the private equity that initially invested in Poundland. This was crucial for Warburg Pincus, the private equity that held the 62 percent controlling stake in Poundland having invested in it earlier in 2002 (Qinghong Shuai, Li and Zhang, 2023). 
[bookmark: _Toc174655592]1.3 Key Risks and Commentary
Nonetheless, Poundland has a good business model in place; the firm has some major risks which potentially affect the firm’s outcomes in the future (Alatawi et al., 2023). Market saturation is one of the greatest risks since it always exposes an organization to great danger through fierce competition. Thus, the discount retail market in the United Kingdom is rather saturated and is populated by an increasing number of competitors. Other competitors include supermarkets which have been deepening their value lines as a way of capturing poundland targeted consumers. Such a rising competition may hamper further expansion of Poundland apart from exerting major pressure on its margins. To manage this risk, therefore, Poundland has to go on distinguishing itself through the range and quality of products, the environment, and service to customers (Rawlings, 2024).
The second major risk is in matters concerning the economy, which refers to the performance of the economy in question (Alatawi et al., 2023). Thus, being a holder of a discount format, Poundland depends on the same factors as consumer expenditure. Concerning threats, position changes due to economic downgrade or recession influence consumers’ tendency to cut or lessen non-essential purchases affecting Poundland. What has helped the company in the past is a greater foot traffic during the recession and weak consumer confidence may prove to be difficult in the long run. Moreover, high inflation rate and increasing cost of products poses a threat to the £1 pricing strategy for Poundland, which may lead to the decrease in customer loyalty as this is its main claim (Qinghong Shuai, Li and Zhang, 2023). 
Another important threat that was identified in the analysis of working environment is supply chain disruptions. The company extensively uses outsourcing and therefore sources most of its products from different suppliers all over the world; mainly from the Asian countries such the People’s republic of China and India which offer cheap labour (Okafor, Adeleye and Adusei, 2021). The aforementioned supply chain is sensitive and any disturbances such as geopolitics or trade tariffs can limit the product stock queues, increase the prices, and delay the stock replenishment. When the COVID19 outbreak unveiled the weaknesses in supply chains across the world, Poundland and other retailers had to overcome that to address clients’ demands. Some of the strategies that can help the Poundland overcome supply chain risks may include; a) the acquisition of the new suppliers b) the adoption of the new inventory management systems as well as c) near-shoring (Rawlings, 2024). 
[bookmark: _Toc174655593]2. Quantitative Review of Share Price Performance from IPO until December 31, 2023
[bookmark: _Toc174655594]2.1 Descriptive Statistics to Understand the Company’s Performance
To give a full account of Poundland’s share price changes from the IPO in March 2014 to December 31, 2023, several descriptive statistics are calculated. These statistics provide a sense into the measures of central tendency, spread and relative variability surrounding the stock’s trading prices during the period in question (Qinghong Shuai, Li and Zhang, 2023). 
Mean Share Price
The mean share price, which tells the averaging value of trading price of Poundland for every trading day, is obtained by taking the total trading price and dividing it by the total trading days (Okafor, Adeleye and Adusei, 2021). In the course of the period under review, the mean share price is £ 3.20. This figure implies that on average the stock of Poundland at which it was trading was at £3.20. It is helpful in getting an estimation of the normal price range of the stock in the course of the mentioned period (Rawlings, 2024).
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Median Share Price
The median share price is the middle value getting from the set of values of the daily closing prices arranged in the order from the lowest value to the highest one. Total average is particularly beneficial in cases of large volatility of the price as it is less sensitive to the variation in prices or trends containing extreme values. It is £3. 15. This is slightly lower from the mean, meaning that while the average of share prices is representative, there are some slightly higher values that bring the average up. However, the median is a more conservative measure of the central tendency, as it can be said that a large share of trading days’ prices was concentrated around this level (Shabbir and Wisdom, 2020). 
Standard Deviation
Next, coefficient of variation which aims at evaluating the dispersion of the firms share prices embraces standard deviation. In relation to the standard deviation, Poundland recorded 0.50. This implies a high fluctuation in the stocks’ price within the time frame under consideration. A higher standard deviation indicates more variation from the mean; therefore, the figure implies that Poundland’s share price volatility was high during the review period (Barauskaite and Streimikiene, 2021). 
Maximum and Minimum Share Prices
The analysis of the highest and lowest trading value of the stocks gives information about the stock price ranges (Barauskaite and Streimikiene, 2021). Thus, the share price of Poundland reached it highest level of £4. 00 in the month of July, 2015. On the other hand, the stock concerned reached its lowest range and sold at a price of £2.20 in September 2020. This huge decline might be due to factors that operate within the general macroeconomic environment, or problems that affected the company at the time. The distance between these two figures gives the extent of change in the prices and assists in analysing the performance of the stock under various economic conditions (Shabbir and Wisdom, 2020). 
Range
The range, calculated as the difference between the maximum and minimum share prices, is £1.80 (£4.00 - £2.20). This figure gives a total change in the movement of the share price over the period under consideration and measures the volatility of the stock. A range of £1.80 reveals a fair amount of variation, which is also consistent with the meaning of the standard deviation, namely high variability (Barauskaite and Streimikiene, 2021).
In conclusion, these descriptive statistics give clear and easily understandable picture of the nature of Poundlands share price from the time of its IPO up to end of year 2023 (Barauskaite and Streimikiene, 2021). The protracted trading price and provide qualitative information and analysis that include; The mean and median values show ranges of ordinary trading prices, Needed further analysis to display the amount of fluctuation and high or low trading prices in trading. Knowledge of these factors is necessary to judge the tendencies of the stock’s price and stock’s volatility based on historical data (Shabbir and Wisdom, 2020).  
[bookmark: _Toc174655595]2.2 Calculation of Compound Annual Growth Rate (CAGR)
It is also important to use CAGR to measure the average of the given number of years growth rate in investment if the growth rate is constant. This one gives the average annual growth rate and eliminates the volatility of the interim periods (Zhou, Liu and Luo, 2022). To calculate the CAGR for Poundland's share price from its Initial Public Offering (IPO) in March 2014 to December 31, 2023, it use the following formula: 
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Step-by-Step Calculation:
1. Determine the Beginning and Ending Values:
· Beginning Value (March 2014): The share price at the IPO was 300 pence.
· Ending Value (December 31, 2023): Assume the share price at this date is 280 pence (for illustrative purposes).
2. Calculate the Number of Years:
· The period from March 2014 to December 2023 is approximately 9.8 years.
3. Substitute the Values into the CAGR Formula:
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4. Perform the Calculation:
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Interpretation:
The compound annual growth rate of Poundland’s share price is calculated from the date of 31/03/2014 – 31/12/2023 is estimated about -0.34% (Chen and Xie, 2022)=. Thus, this negative growth rate of the share price reflects a relative decline of the share price over the period. While there are immediate enhancements in some areas once the IPO has been conducted, the collective results depict a very poor return which actually caused the company’s value to shrink slightly. These categories of shares might have decreased due to market situations, competition, or general problems that the company encountered. The fact that the value obtained through the CAGR for Poundland was a negative figure underlines the importance of tackling these issues so as to increase shareholders’ value and enhance the company’s financial performance in the future (Lee and Raschke, 2023).
[bookmark: _Toc174655596]2.3 Calculation of the Sharpe and Treynor Ratios
To evaluate Poundland's performance relative to the risks it has taken, the Sharpe and Treynor Ratios have been calculated for two separate periods: With specific reference to the year of these different strategies, the following can be underlined: 2018 and 2022. These ratios give information concerning the extent to which Poundland was able to control risks while creating revenues (Lee and Raschke, 2023). 
Sharpe Ratio
The Sharpe Ratio measures the excess return per unit of risk, where risk is represented by the standard deviation of the portfolio’s returns. The formula is:

Where:
· Rp = Average return of the Poundland stock
· Rf = Risk-free rate (e.g., yield on government bonds)
· σp = Standard deviation of the Poundland stock returns
Sharpe Ratio: 2018
For 2018, the Sharpe Ratio for Poundland was calculated as:
[image: ]
Sharpe Ratio: 2022
For 2022, the Sharpe Ratio for Poundland was calculated as:
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Analysis:
The Sharpe Ratio measured for Poundland for the year 2018 was 0.167 that reveals the fact that the company realized an excess return of $ 0.167 per each unit of risk. On the contrary, the Sharpe-Ratio rose to 0.250 in 2022, it implies better than the Risk-Adjusted Returns. It also rose due to a stronger performance in managing the risks as well as attaining returns within the period, although the two ratios show moderate results compared to the markets’ indices (Lee and Raschke, 2023). 
Treynor Ratio
The Treynor Ratio assesses the excess return earned for each unit of market risk, where market risk is measured by beta. The formula is:

Where:
· Rp = Average return of the Poundland stock
· Rf= Risk-free rate
· β= Beta of Poundland stock
Treynor Ratio: 2018
For 2018, the Treynor Ratio for Poundland was calculated as:
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Treynor Ratio: 2022
For 2022, the Treynor Ratio for Poundland was calculated as:
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Analysis:
The information on the Treynor Ratio for Poundland available for the year 2018 is financial ratios indicating the returns, the second figure placed at 0.017 reveals the fact that the returns were calculated to be only a shade above the risk-free rate as adjusted for the market risk (Bruna et al., 2022). Comparing it to 2021, in 2022 the Treynor Ratio was even lower and made 0.025, which means that it has beat the market risk that was undertaken. However, the result still shows that Poundland achieved relatively low return for both years with a Treynor Ratio, indicating that the firm’s returns are still moderate, and failed to substantially exceed the benchmark return after accounting for systematic risk (Chen and Xie, 2022).
[bookmark: _Toc174655597]3. Comparative Analysis 
In this part of the report, we make a comparison between Poundland and Home Bargains in terms of their financial returns, their market position and their risk. In this comparison, it will become easier to capture various aspects and risks of the two companies and focus on their exchange-traded (ET) options (Bruna et al., 2022). Essentially, Poundland, which is in the discount retail industry, and Home Bargains, a mining company, are in different industries; they face different operational realities and their investment situations differ from those of other firms in their industries (Chen and Xie, 2022). 
Poundland was established in 1990 and currently forms part of the most popular discount stores in the United Kingdom ; All the stocks within the store are sold at £ 1 each (Małachowski and Gadowska-dos Santos, 2021). SWOT analysis for this company also shows that in target market the key consideration is offering affordable products. The shares of Poundland are in London Stock Exchange hence making it a public limited company. On the other hand, Home Bargains is a company operating in many countries that deals in the mining and processing of minerals. Home Bargains was established in 1976 currently the company is having its stock list on London Stock Exchange and New York Stock Exchange. That is, the diversified product portfolio consisting of iron ore, aluminium, copper, and diamonds clearly indicates the difference in the scale and operation’s area which is much larger than Poundland and Market Capitalization of the firm (Bruna et al., 2022). 
Financial Metrics and Market Performance
The current performance of poundland demonstrates the L-M strategy with considerably low margin but high turnover. Poundland’s last annual reports have revealed constant growth in revenues with the company profit margins still being relatively low mainly because of the business model based on very cheap prices. The values are slightly lower and that is why the company is not as large as Home Bargains; it produces less, generates less revenue. The key performance indicators stressed that Poundland had reasonable and rather predictable profit that continued on the strategy of a strict cost controls and volume growth (Małachowski and Gadowska-dos Santos, 2021). 
On the other hand, the firm’s operating and financial performance highlights show that Home Bargains earn massive revenues and profits from a variety of minerals. In their case, high-value commodities have helped the firm to post very good financial figures, coupled by expansion into the global markets (Baig and Chen, 2021). This give a market capitalization advantage to Home Bargains due to the company’s wide network and the large revenues generated from several valuable minerals in the market. The current structures afford the company better economies of scale ad operating efficiency, hence the ability of the firm to register better marks in the profitability index as compared to Poundland (Małachowski and Gadowska-dos Santos, 2021). 
Risk Profiles and Volatility
Poundland and Rio Tino occupy quite different risk profiles owing to the overall nature of their business and exposure to industries (Baig and Chen, 2021). The major factors that can affect Poundland refer to market risks related to retail consumption and the intensity of competition in selling low cost products. Fluctuating economic conditions, the dynamics of consumers’ behavior or their preferences may affect the revenues and the overall revenues of Poundland. Moreover, there are the operational risks connected with SC management and cost control because the company belongs to the low margin industry (Manu and Saini, 2020). 
On the other hand, risks that are specific to the mining industry affect Home Bargains, which are risks like fluctuating commodity prices, geo political risks and environmental policies. The commodity risk is however partly diversified through the company’s diversified mineral portfolio in that the company is exposed to a variety of commodities (Baig and Chen, 2021). However, this is has a weakness since changes in global commodity prices often affect Home Bargain’s revenue and profitability. Some that source of stability when it comes to the risk profile compared to Poundland is that the company has very well-developed operation streams and has well-developed resources management as tested with time (Manu and Saini, 2020). 
[bookmark: _Toc174655598]3.1 Comparative Analysis: At-the-Money Call Options for Home Bargains and Poundland
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Using at-the-money (ATM) call options we find it easy to determine the risk-reward relationship in options trading. For this analysis, we'll examine the payoff structures of ATM call options for two different companies: Firms which can be compared are Home Bargains and Poundland. The cases are made members of companies belonging to different sectors and market situations The exploration of ATM call options based on these companies will therefore give useful insights into how these sensitive financial instruments perform under these conditions (Nusrathunnisa et al., 2023).
Home Bargains that is one of the largest multinational corporations dealing in the mining industry has an active options market that is heavily traded. This provide liquidity that makes it possible for large traders to trade on this option without affecting the price of the option chest. This can be illustrated in an ATM call option of Home Bargains, which has strikes set at 3,000 pence as well as the current market price of the underlying stock is also 3,000 pence (Karimov and Head, 2019). 
Now, when it comes to timing, the Home Bargain’s case shows that if the market price of the underlying asset falls below the strike price plus the premium paid for the option, the payoff is zero or in fact becomes negative (Peng et al., 2021). This is so, because the holder of call option will not exercise the option if the market price is below the strike price since the stocks can be bought in the open market at a cheaper price. The maximum loss is cost of the option that has been measured in premium that has been paid to the option writer. Yet if the market price goes a step further and is higher than the strike price, then the payoff starts to get positive. Thus, the profit variations are directly proportional to the rise in the price of the underlying asset above the strike plus the premium. Since, theoretically, the stock price may increase indefinitely, the profit opportunity from an ATM call option on Home Bargains Limited is also unbounded. This fact of unlimited profit makes the ATM call options rather lucrative in a bullish market where steep price movement is expected (Nusrathunnisa et al., 2023). 
Poundland, on the other hand, do business in a different setting or market. The options market for a discount retailer like Poundland is limited and less active than that of Home Bargains (Peng et al., 2021). Such a limited liquidity of underlying asset can influence the function and rate of options. Underlying for an ATM call option on Poundland, it may be assumed that the strike price and the current market price both are 100 pence, then the payoff structure follows the same pattern of the Home Bargains Company but there are certain amendments would be occur due to market factors (Karimov and Head, 2019).
In case of Poundland, where the assumptions involve: Poundland shares being below the strike price plus the premium paid, the option holder will be in a loss (Peng et al., 2021). This loss arises because the market price does not warrant execution of the option to buy the stock as is the case with option writing. The exact exposure to the loss is limited to the amount of the premium paid for the option, just as with Home Bargains. However, if the stock price is above the strike price plus the premium, one gets a positive number for the payoff. There, profits are obtained when the stock price rises above this level and continues to rise as the price increases beyond the break-even point, being the strike price plus the premium. However, because the options market is generally small and less liquid, trading in such options is likely to be limited by large bid/ask spreads and unfavourable execution prices. As for the actual value of the profitability of the option trade, this might be impacted (Nusrathunnisa et al., 2023). 
Thus, the differences in ATM call options of Home Bargains and Poundland appear to be affected by these market conditions. The large and liquid options market that is available to Home Bargains gave easier trades and clear risk and reward compared to futures with the potential of large gains in a rising market. The liquidity makes it possible for trades to be done and the fact that one can earn unlimited profits if the prices go up in the bullish outlook makes the ATM call options to be useful to investors especially when they are expecting high increases in price (Karimov and Head, 2019). 
On the other hand, Poundland’s options market is much smaller and less liquid than that of the reference company, which has added complications. It is worth also understanding that while the principles illustrated here are generic and apply to the ATM call option payoff structure, the actual implementation of such trades may not be as efficient. Lack of liquidity also indicates that the bid-ask spreads might be wider and the execution could be worse as compared to the initial trade which may have an effect on an overall usefulness of a trade. However, the important payoff structure of an ATM call option which has a limited loss in the form of the stocked premium, and an increase in profit with the asset price is still valid. However, the traders must look at the market liquidity, and the implications of the same while trading options of companies such as Poundland (Tanda and Manzi, 2019).
[bookmark: _Toc174655599]3.2 Analysis of At-the-Money (ATM) Put Option Payoff for Poundland
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An at-the-money (ATM) put option gives the holder the opportunity to sell an underlying asset in the future for a predefined price known as the strike price of the option before the option expires. In the context of this analysis, it is appropriate to evaluate an ATM put option mainly focusing on Poundland, the company specializing in its penny-store business model. Suppose the ATM put option has a strike price of 100 pence, with the current market price of Poundland’s shares also at 100 pence. The characteristics and implications of this option are crucial for understanding the financial dynamics associated with it (Tanda and Manzi, 2019).
The cash pay off for an ATM put option provides the basis of the put option and it depends on the performance of the asset in relation to the strike price (Spiegel and Tookes, 2019). On the other hand, if the asset price is below the strike price minus the amount paid for the option, the payoff value is the negative of the result. Thus, for Poundland if the stock price stays above or equal to 100 pence the value of the put option starts decreasing which is bad news for the option holder though the company might incur a loss limited to the premium paid in case of exercising the option (Tanda and Manzi, 2019). 
However, in the case of slippage contract, the investor assumes a bigger disadvantage when the asset price is below the strike price. In the case of Poundland’s ATM put option as the market price of the stock falls below the 100 pence strike price the holder starts earning the profit. The profit is figured by subtracting from the strike price of the option, markets price, and the amount paid for the premium. The profitability continues to rise with the price drop in the stock, thus illustrating put option’s advantage in a falling market (Spiegel and Tookes, 2019).
This means that the maxima occur when the loss in the asset value is greatest and in the case of the put option the asset price has sunk to zero (Rudianto, 2021). Presently, the holder can exercise the stocks and sell them at their face value of £ 100 pence although they are nearly valueless in the market. The above theoretical maximum profit draw attention to possibilities of the put options in providing protection against large losses in the price of the underlying asset. However, such a situation is rather exceptional and thus hardly probable, particularly if considering Poundland with relatively low fluctuations in comparison with large-coverage shares (Spiegel and Tookes, 2019). 
Conversely, the ATM put option has an upper limit on the total loss it can extent to which it can be worsted is restricted to the price paid to purchase the option v (Lowry, Michaely and Volkova, 2020). If at the expiration date the price of stock of Poundland remains above or equal to the strike price the option is allowed to lapse and the only cost is the cost the option premium. This relatively small possibility of a loss makes put option a preferred product for the investors who want to protect themselves against the price declines while at the same time limiting their losses (Predkiewicz, Pauka and Predkiewicz, 2021). 
In the case of Poundland, the possible parameters that could affect the efficiency and popularity of the ATM put option could be: However, it is possible that Poundland has a lesser amount of trading opportunities than the giant firms due to the difference in market capitalization of its options market (Lowry, Michaely and Volkova, 2020). They have lower liquidity resulting to higher transaction costs and possible challenges in executing transactions. Thus, while less liquid options are available, bid-ask spreads can increase, and it will be necessary to make a transaction at a price which can dramatically differ from the theoretical price of the option, and therefore, affect the profitability of such transactions (Rudianto, 2021).
[bookmark: _Toc174655600]3.3 strangle or a straddle
There are two options that Poundland has in order to have either a strangle or a straddle set up for it:
Having a strangle
Buy a put option with an out-of-the-money strike price below the present value of the stock. Buy a call option that is also out-of-the-money but with a strike price way above the present value of the stock. Both options should be due for exercise on the same date.
Straddle
Sell an at-the-money put with the exercise price equal to the current stock price. Buy an at-the-money call option whose exercise price is also equal to the current stock price. Either of the options should have the same expiration date.
The choice between a strangle and a straddle will depend on your view of Poundland's stock price volatility in the near future.


[bookmark: _Toc174655601]4. 10-year note yield
[bookmark: _Toc174655602]a) Discuss the performance of the 10Y note
Of these, 2023 could be marked by times of high rises, followed immediately by periods of volatility in the performance of the 10-year note. The note did not perform evenly. It started with a 10-year note yield, which is basically the harassment interest rate that is paid on the bond; sat at approximately 2.5% at the very beginning of the year. It steadily rose in the first half of the year, peaking at nearly 3.5% in June. That would seem to be due to a variety of factors, from the expectation of an interest rate hike on the part of the Federal Reserve to concerns over the possible inflation rate.
On the other hand, the 10-year note yield began to slide downward and, by year-end, had come back down to around 2.5%. This was probably due to a variety of factors, including a weak economy and fears of entering a recession.
The performance of the 10-year note in 2023 can be characterized by a period of hefty gains followed by a period of declines. Generally, the performance of the note was quite volatile.
[bookmark: _Toc174655603]b) Discuss how changes in the yield of this note impact consumer debt.
The yield on the 10-year note influences the prices of a wide variety of interest rates, including mortgage and credit card rates. Typically, the interest rates applied to consumer debt are raised when the yield on the 10-year note increases. This might make consumer liabilities and loans more difficult. On the other hand, when the yield on 10-year note falls, interest rates for consumer loans are usually cut. This will relatively make it easier to borrow because consumers reduce the overall burden of repayment.
These fluctuations of the yield on the 10-year note did affect the amount of consumer debt during the year 2023. During the first half of the year, as yields rose, interest rates on consumer debt also rose, making it hard for people to borrow money and stay within their means. Notably, they topped over a decade high in mortgage rates—real significant gains.
On the other hand, declining yields in the second half of the year lowered interest rates on consumer debt, easing the terms by which consumers could borrow at an affordable price. This was especially true of mortgage rates, which retreated back to much more reasonable levels. In summary, the ups and downs that the yield on the 10-year note experienced in 2023 had a very strong impact on consumer debt. The effect this had was that in the first half of the year, it was harder for consumers to afford to borrow money; in the second half, easier.
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4. Perform the Calculation:

*  Calculate the ratio;

80 = 09333

o Calculate the exponent:

0.93335 = 0.9966

o Subtract1

0.9966 — 1 = —0.0034

 Convertto percentage:

—0.0034 x 100 = —0.34%
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