Energy Derivatives

Homework 1

2010
Today you observe the following NYMEX Natural Gas futures prices, and discount factors associated with each payment date:

	5.296
	0.99609


	5.271
	0.991542


	5.328
	0.987064


	5.406
	0.982657


	5.491
	0.978324


	5.552
	0.974064


	5.592
	0.969733


	5.995
	0.965604


	6.315
	0.961544


	6.535
	0.957537


	6.495
	0.953163


	6.317
	0.949191


	5.892
	0.945273


	5.867
	0.941478


	5.912
	0.937832


	5.972
	0.93414


	6.027
	0.930545


	6.062
	0.926918


	6.167
	0.923291


	6.422
	0.919315


	6.717
	0.915713


	6.927
	0.912119


	6.877
	0.908534


	6.652
	0.904718



	


1. Determine the fixed price in a 12 month NG swap with a floating price based on the NYMEX LD futures price, and payment dates corresponding to first 12 discount factors in the table.

2. Determine the fixed price in a 24 month NG swap based on these futures prices.

3. Value a long position in 24 month NG swap with a fixed price of $6.75 and a notional quantity of 100,000 MMBTU (i.e., 10 NYMEX contracts/month).  

