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Bloomberg is a global, multimedia-based distributor of information services, 
combining news, data and analysis for global financial markets and businesses. 
Bloomberg provides real-time pricing, data, history, analytics and electronic 
communications 24 hours a day, 365 days a year and is used by over 200,000 financial 
professionals in 90 countries world-wide. 
The company has established a unique position within the financial services industry 
by providing a broad range of features, combining information and analysis, in a 
single package. 
The Bloomberg is the definitive source of indicative data for all securities, statistics, 
indices and research covering all key global securities markets including Equities, 
Money Markets, Currencies, Corporates, Governments and Derivatives. Bloomberg 
users also have the ability to consider alternatives and evaluate complex scenarios 
through the service’s unique analytical capabilities. 
 
Note this document is for training purposes only, as an aid for the related Conference. Neither the 
information nor any opinion expressed constitutes a solicitation of the purchase or sale of securities 
or commodities. Bloomberg L.P. and its suppliers believe the information herein was obtained from 

a reliable sources but they do not guarantee its accuracy.
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Exotic Options On Bloomberg - Made Easy 
 

Bloomberg allows clients to quickly and easily analysis, value and save Exotic 
Options.  Offering the advantage of  drawing together all the relevant information into 
the function.  (Share price, dividends, interest rates, currency cross-rates etc.) 
This guide should help the user through some of the Exotic Options Screens.   
 
OVX and OVXT allows the clients to value a whole range of exotic options - this 
guide is designed to briefly explain what the option is, its benefits and how to enter 
the option on Bloomberg. 
OVX 

 
 

    OVXT 
 
 
 
 
 
 
 
 
 
 
 

Note this document is for training purposes only, as an aid for  the related Conference. Neither the 
information nor any opinion expressed constitutes a solicitation of the purchase or sale of securities 
or commodities. Bloomberg L.P. and its suppliers believe the information herein was obtained from 
a reliable sources but they do not guarantee its accuracy. 
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OVX allows the user to select from a range of options. 

 
 
The program can even help the user set up the input screen by allowing the user to 
refine his Option selection type 2<GO>.   

 
Eg by typing 17 <GO> to specify a “Down and in Knock-in Barrier” option, the 
relevant screen will be called up with some of the relevant flags will be pre-set for the 
user. 
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Standard Option - One may purchase a standard OTC option, because either a 
registered option does not exist, or alternatively the expiry and strike needs to be 
tailored to the clients specification. 
 
In this example the user wishes to value an option that expires at year end. 
 
 

The user needs to 
enter the correct 
strike price, the 
expiration date and 
volatility value.  The 
function will then 
calculate the 
theoretical price.  
(The client can also 
specify option type, 
exercise type, 
dividends etc.) 
 
Page 2 displays a 
what-if graph.  
The option can then 

be saved or even sent to a college or client.   
Interest rate curve default can be selected using RDFL.  Dividend assumptions 
updated by typing 3 <GO> in function or OPDF outside the function.   
NOTE user can choice IBES consensus forecasts. 
 
Please use this standard option as a benchmark, to compare with the exotic options 
values. 
  
Warrant - if a warrant (issued by the company) exits, then new shares will be created 
on exercise of the warrant.  The effect of dilution needs to be incorporated in the 
calculations. 

Note the user now needs 
to enter a “Y” to say the 
warrant is dilutive and 
also enter the issue size 
of the warrant.  Note the 
option price is 
fractionally reduced. 
 
If the underlying used is 
the warrant in question 
all this information is 
automatically entered. 
Note Executive Options 
are treated in a similar 
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manner. 
Cross-Currency Options - these are options that are priced in a different currency to 
that of the underlying asset.  This may be useful if the investor wants the asset priced 
locally to him.  There are two possible options: 
Exchange Rate Floating   (Flexos)    - Payment to be made in the currency of the                             

option using the exchange rate at 
exercise. 
The function calls the current exchange 
rate and uses this to value the option in 
US $.           
 
Note the price once translated is the 
same as the standard option.  (ie The 
option is just quoted in another 
currency but is effectively the same 
option.)   The strike is still in sterling. 

 
Exchange Rate Fixed (Quantos)   - Payment is made in currency of option translated  

at a fixed exchange rate.  (ie the 
specified exchange rate is fixed.) 
 
The function again calls up the 
exchange rate, the relate interest rate, 
volatility rate, but now the user must 
specify the correlation between the 
stock and the exchange rate. 
(Clearly the user can over-type any of 
the above, as with any screen.) 
 

 
 
Barrier Options - these options are designed to allow the investor to benefit from 
their expectation of share price path movement, (eg the share will first go down and 
then “Rocket” up; or the shares going up but never past £20).  
 There are several types of barriers: 

Knockout - if the share 
price exceeds the barrier the 
option is “blown out”. 
In this example the barrier is 
2000 and if the share price 
exceeds this barrier the 
option ceases. Sometimes 
the option holder get a 
rebate if the barrier is past.  
In this example there is no 
rebate for the option holder 
as the rebate is set to 0 (by 
the user). 
The client must enter the 

 

 

 



 6

strike, the type of barrier, the barrier level, whether the barrier must be past going up 
or down and any rebate.   
Note the option price is dramatically reduced - therefore if the clients view (that the 
share will go up but not as high as £20) is correct the investor will make a larger gain. 
 

Knockin options only “kick-in” if 
their barriers are past.  Eg  If the 
user believes the stock will go 
down first and then go up he can 
reduce his option cost by 
purchasing  a “Down and In” 
Barrier Option - the option only 
kicks in if the stock first falls 
below £1400 (it must then go up 
to be In-the-money).  Note if the 
stock just went up with out first 
crossing the barrier the option 
holder gets nothing (unless there 

is a rebate). 
Note, the monitoring frequency, dates can be changed, this will impact the option 
price.  Eg if the test to see if the barrier is exceeded is only done once every 14 days 
(put 14 in the monitor box) then the chances of passing the test are lowered and the 
knock-in option will be cheaper. 
Double knockouts are “knocked out” if either barrier is exceeded and Double Knock-
ins only “kick in” if either barrier is exceeded.   
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Asian Options are also very popular - these are averaging option.  Most common is 
to average the share price 
(or Rate). The pay out is 
determined by deducting 
the average from the strike.  
 
This option is far cheaper 
because the volatility of an 
average is lower than that 
of the price itself.  (The 
user still enters the 
volatility of the share price 
as normal.)  Which is why 
they appear attractive to the 
purchaser.  (Note, this is 
balanced by the chance of a 

large pay out being reduced  => even if some news pushes up the share price the effect 
will be “diluted” by averaging the price with the earlier  lower prices.) 
The averaging feature protects the writer and holder from “last minute” sharp spikes 
or share price movement, and reduces the possibility and impact of manipulation. 
 
The averaging period can be specified by entering averaging start and end, generally 
this is the same as the life of the option.  The user can also specify how the averaging 
is done Arithmetic (most common) or Geometric.  He/she should specify how often 
the averaging will be done - Continuously once a Day/Week/Month or customised.   
 

For Discrete enter “D” and then enter 
4 <GO>.  The pop-up menu then 
allows the user  to specify frequency, 
dates and even weightings.  (In 
practise most options will equally 
weighted.) 
 
Note the weekly/monthly  averaging 
points are worked out from the 
averaging end in this case end of the 
month (or next day if date is a 
weekend).  
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It is also possible to average the strike price.  This gives the holder the right to 
purchase the share at the 
average price (over the 
averaging time period.)  Set 
the averaging to Strike. 
 
At expiry the holder can 
purchase the share at the 
average price over the 
averaging period.  As the 
strike is set to this value. 
 
This is an attractive feature, 
which again coupled with the 
lower option price makes this 

option fairly popular. 
 
 
 
 
 
 
Look Back Options allow the holder to look back over the Look Back period and 
pick the most advantageous value.  In the example shown the holder can look back 

over the life of the 
option and chose the 
lowest share price as the 
strike.  Effectively he 
can purchase the shares 
at the low.  
 
This is a very attractive 
but the option price is 
consequently higher.  
The user specifies that 
the strike is floating, 
specifies the “Look 
Back” period, the 
monitoring frequency 

and the fact the option is a Look Back (and not a Ladder).   
There is even the capability to use a percentage of the minimum price. 
 
By changing the Strike to Fixed the option is changed such that the holder can chose 

 

 



 9

the highest price over the 
Look Back period and 
receive the difference 
between this and the 
strike.   (The strike price is 
fixed, but the share price 
is floating.)  
 
Again this ability to look 
back and choose the most 
advantageous price is 
attractive, but this will be 
reflected in cost of the 
option. 
 

 
 
 
Ladders are similar to Lookbacks but the look back effectively works in steps. 

 
In the above example the strike price will be changed to 1500 if the share price falls 
below 1500 (during the monitor period).  If the price subsequently falls below 1400 
this then becomes the new strike etc. (If the share price fell to 1401 and then rises 
again then the strike remains at 1500.)  This option is slightly less advantageous than 
straight Lookbacks, for this reason and consequently valued as such  301p v  358.5p. 
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Chooser options give the holder the 
right to wait and choose whether the 
option is a Call or Put.  The user needs 
to input the choice date, at this point 
time the option holder must decide 
whether to take a Call or Put.  
Clearly this allows the user to win if 
share goes up or down and therefore is 
more attractive than a straight Option 
and consequently priced accordingly. 
 

 
Compound Option is an option on an 
option.  In this case, the holder has an 
Call option that expires 30th June to 
purchase a Call option for £3.00 which 
will then give the holder the right to 
purchase the shares at £16.00 on 31st 
December.   
The holder pays less up-front initially 
making this a highly geared instrument.  
However, the over-all cost (including the 
first strike) will be higher. 

 
Digital Options,  user must specify 
which type - in this case “Cash or 
Nothing” the holder gets the stated   pay-
off, if the strike price is exceeded or 
nothing.  (In this case the second strike is 
not used.)   
“Asset or Nothing” means that the asset 
is handed over if strike is broken. 
 
(See help for other descriptions.) 
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Two Securi t y Opt i ons -  GLXO LN <Equi t y> SB/  LN <Equi t y> OVXT 
 
Spread Options allow the holder to specify a relative view between two assets,  
(remember most Fund Managers spend their time doing this).  Eg Glaxo will 
outperform his/her benchmark (say the FTSE 100), or that it will outperform their 
competitor, etc.  In Corporate situations the option can also help back a view (eg the 
merger will go through or not). 

In this example the purchaser believes that Glaxo will now out-perform SmithKline 
Beecham.  Note the weightings for SmithKline has been changed (by the user)  to give 
a spread of about zero.  It is on this spread that the option is based. The option price is 
being calculated from the volatility of each share and the correlation.  (Note, one can 
calculate the share volatility back from the option price, the correlation and the other 
shares volatility.  
 
By paging forward the user can see the impact of say the option price (on different 
dates) as say the correlation changes. 
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Basket Options allow the user to value a basket of 2 stocks, (use CIX for larger 
baskets).  (Also see OVB). 

 
 
Maximum Options will allow the holder to choice the maximum pay-out between the 
two assets. 

In this case the pay-out will be based 
on the maximum of 1 Glaxo share 
and 2.1592 SmithKline Beecham 
shares, minus the strike price 
(1641p). 
This gives the holder two shots of 
getting a good pay-out. 
 
Clearly Minimum is the lowest pay-
out of the two.  (Therefore it is 
cheaper.) 
 

 
 
Best Option will pay the maximum between your 2 stocks and a pre-set cash amount. 
Dual Binary options will pay a pre-set cash pay-out if both stocks exceed their 
associated strikes, else the holder receives nothing. 
 
Please try the other options yourself and look at the help for further information. 
And if you have additional questions hit <Help> twice.   
PS we are always looking to improve and update the system so let us know if there are 
any options you would like us to cover.  Type SVY for user suggestion.  Thank You.  
 
 

 


