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5.7.1 Black-Scholes with No Dividends

A whole is worth the sum of its parts. Even the most complex
structured bond, credit arbitrage strategy or hedge trade can be broken
down into its component parts, and if we understand the elemental
components, we can then value the whole as the sum of its parts. We
can guantify the risk that is hedged and the risk that is left as the
residual exposure. If we learn to view all financial trades and securities
as engineered packages of building blocks, then we can analyze in
which structures some parts may be cheap and some may be rich.



