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Abstract

Steve Ross, a towering figure in modern finance, died last spring. Since then, numerous memorials and special events have taken place, honoring his

many achievements in economics and finance. This article takes a fresh look at one of Rossʼs earliest papers on options, in which he showed that they

have the ability to “complete” an incomplete market. The example in that 1976 paper showed how a set of options with di�erent strikes can subdivide

the range for the possible future price of a given stock to create Arrow–Debreu securities, each of which pays o� on the occurrence of a single future

Article Authors



(/)
My Account (/openid-connect/sams-sigma/login-redirect?prompt=login&openid_connect_destination=/content/iijderiv/25/4/71&custom_message=You%27ll%20need

By clicking “Accept All Cookies”, you agree to the storing of cookies on your device to enhance site navigation, analyze site usage, and
assist in our marketing e�orts.

Cookies Settings  

Reject All  

Accept All Cookies

https://pagead2.googlesyndication.com/pcs/click?xai=AKAOjsv_0wFLZNVYCLBcUOJtyt7wQE7RVRuqQ0oJBLVG9b0u8Lb3vgQJonpMT4Y4o5flLvZ8RaPm4YUtSckXodbh_XEFEWrD5rOO8pt9UIeKQIrKRqH9yeYKHlHnNd6t0SCh4gdPxDKT0eAQCd3X1iUAzMK_k5nNBiFVeA3-AdguZHvWOdj4nLa3AYzL_ATYd9t5hFBbEOuJugLty94rz7yJp0vYLiGSiA4o7ut8c905vqvI7yF5DMMzf3hSTGLwdUZ_nzWbcpqn1oiaTRo8j-4Ki2nWNM3RlUhZSbAS9b2DCzyMc3HenZylEruiWrGlKm0Mi95YkWYUGcQs_FtwToeKXVGqMkYdQTvlnn9555t16t2u-9dCW2vf&sig=Cg0ArKJSzAHM470B7jFh&fbs_aeid=%5Bgw_fbsaeid%5D&adurl=https://www.pm-research.com/journals
https://www.pm-research.com/content/iijderiv/25/4
https://www.pm-research.com/content/iijderiv/25/4
https://www.pm-research.com/content/iijderiv/25/4
https://www.pm-research.com/openid-connect/sams-sigma/login-redirect?prompt=login&openid_connect_destination=/content/iijderiv/25/4/71
https://www.pm-research.com/Request-Demo
https://www.pm-research.com/openid-connect/sams-sigma/login-redirect?prompt=login&openid_connect_destination=/content/iijderiv/25/4/71
https://www.pm-research.com/Request-Demo
https://www.pm-research.com/highwire_display/entity_view/node/43783/content_tabs
https://www.pm-research.com/
https://www.pm-research.com/Request-Demo
https://www.pm-research.com/openid-connect/sams-sigma/login-redirect?prompt=login&openid_connect_destination=/content/iijderiv/25/4/71&custom_message=You%27ll%20need%20to%20create%20a%20new%20password%20to%20access%20the%20new%20PMR%20website%20for%20the%20first%20time.%20To%20do%20this%2C%20please%20click%20%27Forgot%20password%3F%27%20below.%20For%20help%2C%20email%20support%40pm-research.com


Previous (Https://Www.Pm-Research.Com/Content/Iijderiv/25/4/54)

Back to top 

stock price. In this article, the author reviews Rossʼs paper and shows how it leads to the Breeden–Litzenberger methodology for extracting the risk-

neutral density from options market prices. He then extends Rossʼs one-stock model to the case with multiple risk factors and shows how options

written on a single linear combination of their prices can still complete the higher dimensional market.
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