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Part 1
In this case, since the investor has already established for his holding a hedge position, to guarantee a return from the derivative position, he can apply the butterfly spread technique using the put option to have the returns (Jongadsayakul, 2018). A long butterfly section contains three sections containing puts derivatives in the same stock.
 The first is to buy one put at $66 strike price at 6.5. the other is to sell two put at $60 strike price at 12, and the third one is to buy one put at $50 strike price at 5. This, therefore, implies that the Net cost is 0.5. 
Part 2
the pay off technique:
[image: ]
Part 3
From put option, maximum payment off (T-S,0). Therefore, in the profit condition from long-run butterfly spread.
Maximum profit is given by:
Higher strike long run put- (shot put strike + paid net premium + paid commissions)
Therefore, Maximum profit= 66-(60+ 0.5) = $5.5
$5.5/ $55 = 10%
The maximum profit earned at asset spot price equals put sold strike price; that is $60
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