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Question 2: Stochastic Processes (20 points).

Using N :
g the weekly price data and using log price differences, you have calculated:

Weekly mean return = 0.4%
Weekly standard deviation = 5%

Utilizing the above results, write the expression for the stock price based on the
lognormal stochastic process. Use monthly time increment for Atin your stochastic
process and use $30 per share as the stock price at time 0 in your stochastic process

There are 52 weeks and 12 months in a year.




