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Abstrac 

The Mathematical Theory of Risk-Management 
Using the 'Greeks". 

Seung-pi1 Kang 

Bong-soo KO 

This paper discusses practical uses of the Black-Scholes formula or, more generally, 

the Black-Scholes Partial Differential Equation, as a tool for hedging an options portfolio. 

In those process, there are several parameter Delta, which is the derivative of the option 

d u e  with respect to change in the price S of the underlying asset, Gamma, which is the 

derivative of the Delta with respect to S, Theta, which is the derivative of the option 

value with respect to the time, Vega, which is the derivative of the option value with 

respect to the volatility, and Rho, which is the derivative with respect to the short-term 

interest rate. 
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