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Pricing Model of Basket Credit Default Swap Based on Copulas

ZHAN Yuan-rui, HAN Tie, MA Shan-shan
(School of Management , Tianjin University , Tianjin 300072, China)

Abgtract : The development of copulas resolves the problem of description of correlation, and it is a real
practicable method to construct multivariate probability distribution function. Based on the characteristic
of copulas, this paper founds the pricing model of Basket Credit Default Swap , and creates the pricing
framework. The worth of this paper is that it shows an operable way to solve the worrying problems of
bad debts and the Surplus Liquidity. This paper also gives satidactory smulation in order to show the &f-
fectiveness of the pricing framework.
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