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ABSTRACT

This article provides a new methodology for pricing and hedging derivative securities involving
credit risk. Two types of credit risks are considered. The first is where the asset underlying the
derivative security may default. The second is where the writer of the derivative security may
default. We apply the foreign currency analogy of Jarrow and Turnbull (1991) to decompose the
dollar payoff from a risky security into a certain payoff and a “spot exchange rate.” Arbitrage-free
valuation techniques are then employed. This methodology can be applied to corporate debt and
over the counter derivatives, such as swaps and caps.

REFERENCES v

Amin, K., and R. Jarrow, 1991, Pricing foreign currency options under stochastic interest rates, Journal of
International Money and Finance 10, 310-329.

Web of Science® Google Scholar

Amin, K., 1992, Pricing options on risky assets in a stochastic interest rate economy, Mathematical Finance 2,
217-237.

Google Scholar

Anderson, R. W., and S. Sundaresan, 1992, Design and valuation of debt contracts, Working paper, Columbia
University.

Google Scholar

Black, F., and J. Cox, 1976, Valuing corporate securities: Some effects of bond indenture provisions, Journal of
Finance 31, 351-367.

Web of Science® Google Scholar

Black, F., E. Derman, and W. Toy, 1990, A one factor model of interest rates and its application to treasury bond
options, Financial Analyst Journal, 46, 33-39.



https://onlinelibrary.wiley.com/journal/15406261
https://onlinelibrary.wiley.com/toc/15406261/1995/50/1
https://doi.org/10.1111/j.1540-6261.1995.tb05167.x
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&key=A1991GH95100001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1995.tb05167.x&refDoi=10.1016%2F0261-5606%2891%2990013-A&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D10%26publication_year%3D1991%26pages%3D310-329%26journal%3DJournal%2Bof%2BInternational%2BMoney%2Band%2BFinance%26author%3DK.%2BAmin%26author%3DR.%2BJarrow%26title%3DPricing%2Bforeign%2Bcurrency%2Boptions%2Bunder%2Bstochastic%2Binterest%2Brates&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1016%2F0261-5606%2891%2990013-A&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D2%26publication_year%3D1992%26pages%3D217-237%26journal%3DMathematical%2BFinance%26author%3DK.%2BAmin%26title%3DPricing%2Boptions%2Bon%2Brisky%2Bassets%2Bin%2Ba%2Bstochastic%2Binterest%2Brate%2Beconomy&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1111%2Fj.1467-9965.1992.tb00030.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AAnderson%252C%2BR.%2BW.%252C%2Band%2BS.%2BSundaresan%252C%2B1992%252C%2BDesign%2Band%2Bvaluation%2Bof%2Bdebt%2Bcontracts%252C%2BWorking%2Bpaper%252C%2BColumbia%2BUniversity.&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&key=A1976CA49300009&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1995.tb05167.x&refDoi=10.1111%2Fj.1540-6261.1976.tb01891.x&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D31%26publication_year%3D1976%26pages%3D351-367%26journal%3DJournal%2Bof%2BFinance%26author%3DF.%2BBlack%26author%3DJ.%2BCox%26title%3DValuing%2Bcorporate%2Bsecurities%253A%2BSome%2Beffects%2Bof%2Bbond%2Bindenture%2Bprovisions&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1111%2Fj.1540-6261.1976.tb01891.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/authored-by/JARROW/ROBERT+A.
https://onlinelibrary.wiley.com/authored-by/TURNBULL/STUART+M.

Google Scholar

Chance, D., 1990, Default risk and the duration of zero coupon bonds, Journal of Finance 45, 265-274.

Web of Science® Google Scholar

Cooper, I., and A. Mello, 1990, Pricing and optimal use of forward contracts with default risk, Working paper,
London Business School.

Google Scholar

Cooper, I., 1991, The default risk of swaps, Journal of Finance 45, 265-274.

Google Scholar

Duffie, D., 1989, Futures Markets (Prentice-Hall: Englewood Cliffs, N.J.).

Google Scholar

Eberhart, A. C., W. T. Moore, and R. L. Roenfeldt, 1990, Security pricing and derivations from the absolute
priority rule in bankruptcy proceeding, Journal of Finance 45, 1457-1489.

Web of Science® Google Scholar

Harrison, J. M., and S. Pliska, 1981, Martingales and stochastic integrals in the theory of continuous trading,
Stochastic Processes and Their Applications 11, 215-260.

Web of Science® Google Scholar

Heath, D., R. Jarrow, and A. Morton, 1992, Bond pricing and the term structure of interest rates: A new
methodology for contingent claims valuation, Econometrica 60, 77-105.

Web of Science® Google Scholar

Ho, T., and S. Lee, 1986, Term structure movements and pricing interest rate contingent claims, Journal of
Finance 41, 1011-1030.

Web of Science® Google Scholar

Ho, T., and R. Singer, 1982, Bond indenture provisions and the risk of corporate debt, Journal of Financial
Economics 10, 375-406.

Web of Science® Google Scholar

Ho, T., 1984, The value of corporate debt with a sinking fund provision, Journal of Business 57, 315-336.



https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D46%26publication_year%3D1990%26pages%3D33-39%26journal%3DFinancial%2BAnalyst%2BJournal%26author%3DF.%2BBlack%26author%3DE.%2BDerman%26author%3DW.%2BToy%26title%3DA%2Bone%2Bfactor%2Bmodel%2Bof%2Binterest%2Brates%2Band%2Bits%2Bapplication%2Bto%2Btreasury%2Bbond%2Boptions&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.2469%2Ffaj.v46.n1.33&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&key=A1990CU53000015&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1995.tb05167.x&refDoi=10.1111%2Fj.1540-6261.1990.tb05092.x&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D45%26publication_year%3D1990%26pages%3D265-274%26journal%3DJournal%2Bof%2BFinance%26author%3DD.%2BChance%26title%3DDefault%2Brisk%2Band%2Bthe%2Bduration%2Bof%2Bzero%2Bcoupon%2Bbonds&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1111%2Fj.1540-6261.1990.tb05092.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250ACooper%252C%2BI.%252C%2Band%2BA.%2BMello%252C%2B1990%252C%2BPricing%2Band%2Boptimal%2Buse%2Bof%2Bforward%2Bcontracts%2Bwith%2Bdefault%2Brisk%252C%2BWorking%2Bpaper%252C%2BLondon%2BBusiness%2BSchool.&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D45%26publication_year%3D1991%26pages%3D265-274%26journal%3DJournal%2Bof%2BFinance%26author%3DI.%2BCooper%26title%3DThe%2Bdefault%2Brisk%2Bof%2Bswaps&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1989%26author%3DD.%2BDuffie%26title%3DFutures%2BMarkets&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&key=A1990EP60200005&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1995.tb05167.x&refDoi=10.1111%2Fj.1540-6261.1990.tb03723.x&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D45%26publication_year%3D1990%26pages%3D1457-1489%26journal%3DJournal%2Bof%2BFinance%26author%3DA.%2BC.%2BEberhart%26author%3DW.%2BT.%2BMoore%26author%3DR.%2BL.%2BRoenfeldt%26title%3DSecurity%2Bpricing%2Band%2Bderivations%2Bfrom%2Bthe%2Babsolute%2Bpriority%2Brule%2Bin%2Bbankruptcy%2Bproceeding&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1111%2Fj.1540-6261.1990.tb03723.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&key=A1980JZ68700005&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1995.tb05167.x&refDoi=10.1016%2F0304-4149%2881%2990026-0&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D11%26publication_year%3D1981%26pages%3D215-260%26journal%3DStochastic%2BProcesses%2Band%2BTheir%2BApplications%26author%3DJ.%2BM.%2BHarrison%26author%3DS.%2BPliska%26title%3DMartingales%2Band%2Bstochastic%2Bintegrals%2Bin%2Bthe%2Btheory%2Bof%2Bcontinuous%2Btrading&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1016%2F0304-4149%2881%2990026-0&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&key=A1992HD77300004&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1995.tb05167.x&refDoi=10.2307%2F2951677&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D60%26publication_year%3D1992%26pages%3D77-105%26journal%3DEconometrica%26author%3DD.%2BHeath%26author%3DR.%2BJarrow%26author%3DA.%2BMorton%26title%3DBond%2Bpricing%2Band%2Bthe%2Bterm%2Bstructure%2Bof%2Binterest%2Brates%253A%2BA%2Bnew%2Bmethodology%2Bfor%2Bcontingent%2Bclaims%2Bvaluation&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.2307%2F2951677&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&key=A1986E908700002&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1995.tb05167.x&refDoi=10.1111%2Fj.1540-6261.1986.tb02528.x&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D41%26publication_year%3D1986%26pages%3D1011-1030%26journal%3DJournal%2Bof%2BFinance%26author%3DT.%2BHo%26author%3DS.%2BLee%26title%3DTerm%2Bstructure%2Bmovements%2Band%2Bpricing%2Binterest%2Brate%2Bcontingent%2Bclaims&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1111%2Fj.1540-6261.1986.tb02528.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&key=A1982QC93400001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1995.tb05167.x&refDoi=10.1016%2F0304-405X%2882%2990017-4&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D10%26publication_year%3D1982%26pages%3D375-406%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DT.%2BHo%26author%3DR.%2BSinger%26title%3DBond%2Bindenture%2Bprovisions%2Band%2Bthe%2Brisk%2Bof%2Bcorporate%2Bdebt&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1016%2F0304-405X%2882%2990017-4&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&key=A1984TA79700002&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1995.tb05167.x&refDoi=10.1086%2F296266&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D57%26publication_year%3D1984%26pages%3D315-336%26journal%3DJournal%2Bof%2BBusiness%26author%3DT.%2BHo%26title%3DThe%2Bvalue%2Bof%2Bcorporate%2Bdebt%2Bwith%2Ba%2Bsinking%2Bfund%2Bprovision&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1086%2F296266&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT

Web of Science® Google Scholar

Hull, J., and A. White, 1990, Pricing interest rate derivative securities, Review of Financial Studies 3, 573-592.

Web of Science® Google Scholar

Hull, J., 1991, The impact of default risk on options and other derivative securities, Journal of Banking and
Finance.

Google Scholar

Jacod, J., and A. N. Shiryaev, 1987, Limit Theorems for Stochastic Processes (Springer Verlag: New York).

Google Scholar

Jarrow, R., and D. Madan, 1995, Option pricing using the term structure of interest rates to hedge systematic
discontinuities in asset returns, Mathematical Finance, Forthcoming.

Google Scholar

Jarrow, R., and S. Turnbull, 1991, A unified approach for pricing contingent claims on multiple term structures:
The foreign currency analogy, Working paper, Cornell University.

Google Scholar

Johnson, H., and R. Stulz, 1987, The pricing of options with default risk, Journal of Finance 42, 267-280.

Web of Science® Google Scholar

Jones, E., S. Mason, and E. Rosenfeld, 1984, Contingent claims analysis of corporate capital structures: An
empirical investigation, Journal of Finance 39, 611-627.

Web of Science® Google Scholar

Kim, J., K. Ramaswamy, and S. Sundaresan, 1993, Does default risk in coupons affect the valuation of corporate
bonds?: A contingent claims model, Financial Management 117-131.

Google Scholar

Litterman, R., and T. Iben, 1991, Corporate bond valuation and the term structure of credit spreads, Financial
Analysts Journal Spring, 52-64.

Google Scholar

Longstaff, F., and E. Schwartz, 1992, Valuing risky debt: A new approach, Working paper, University of
California, Los Angeles.



https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&key=A1984TA79700002&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1995.tb05167.x&refDoi=10.1086%2F296266&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D57%26publication_year%3D1984%26pages%3D315-336%26journal%3DJournal%2Bof%2BBusiness%26author%3DT.%2BHo%26title%3DThe%2Bvalue%2Bof%2Bcorporate%2Bdebt%2Bwith%2Ba%2Bsinking%2Bfund%2Bprovision&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1086%2F296266&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&key=A1990EH66600004&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1995.tb05167.x&refDoi=10.1093%2Frfs%2F3.4.573&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D3%26publication_year%3D1990%26pages%3D573-592%26journal%3DReview%2Bof%2BFinancial%2BStudies%26author%3DJ.%2BHull%26author%3DA.%2BWhite%26title%3DPricing%2Binterest%2Brate%2Bderivative%2Bsecurities&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1093%2Frfs%2F3.4.573&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AHull%252C%2BJ.%252C%2B1991%252C%2BThe%2Bimpact%2Bof%2Bdefault%2Brisk%2Bon%2Boptions%2Band%2Bother%2Bderivative%2Bsecurities%252C%2BJournal%2Bof%2BBanking%2Band%2BFinance.&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1987%26author%3DJ.%2BJacod%26author%3DA.%2BN.%2BShiryaev%26title%3DLimit%2BTheorems%2Bfor%2BStochastic%2BProcesses&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1007%2F978-3-662-02514-7&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AJarrow%252C%2BR.%252C%2Band%2BD.%2BMadan%252C%2B1995%252C%2BOption%2Bpricing%2Busing%2Bthe%2Bterm%2Bstructure%2Bof%2Binterest%2Brates%2Bto%2Bhedge%2Bsystematic%2Bdiscontinuities%2Bin%2Basset%2Breturns%252C%2BMathematical%2BFinance%252C%2BForthcoming.&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AJarrow%252C%2BR.%252C%2Band%2BS.%2BTurnbull%252C%2B1991%252C%2BA%2Bunified%2Bapproach%2Bfor%2Bpricing%2Bcontingent%2Bclaims%2Bon%2Bmultiple%2Bterm%2Bstructures%253A%2BThe%2Bforeign%2Bcurrency%2Banalogy%252C%2BWorking%2Bpaper%252C%2BCornell%2BUniversity.&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&key=A1987H518700004&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1995.tb05167.x&refDoi=10.1111%2Fj.1540-6261.1987.tb02567.x&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D42%26publication_year%3D1987%26pages%3D267-280%26journal%3DJournal%2Bof%2BFinance%26author%3DH.%2BJohnson%26author%3DR.%2BStulz%26title%3DThe%2Bpricing%2Bof%2Boptions%2Bwith%2Bdefault%2Brisk&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1111%2Fj.1540-6261.1987.tb02567.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&key=A1984TB28800004&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1995.tb05167.x&refDoi=10.1111%2Fj.1540-6261.1984.tb03649.x&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D39%26publication_year%3D1984%26pages%3D611-627%26journal%3DJournal%2Bof%2BFinance%26author%3DE.%2BJones%26author%3DS.%2BMason%26author%3DE.%2BRosenfeld%26title%3DContingent%2Bclaims%2Banalysis%2Bof%2Bcorporate%2Bcapital%2Bstructures%253A%2BAn%2Bempirical%2Binvestigation&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1111%2Fj.1540-6261.1984.tb03649.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AKim%252C%2BJ.%252C%2BK.%2BRamaswamy%252C%2Band%2BS.%2BSundaresan%252C%2B1993%252C%2BDoes%2Bdefault%2Brisk%2Bin%2Bcoupons%2Baffect%2Bthe%2Bvaluation%2Bof%2Bcorporate%2Bbonds%253F%253A%2BA%2Bcontingent%2Bclaims%2Bmodel%252C%2BFinancial%2BManagement%2B117%25E2%2580%2593131.&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250ALitterman%252C%2BR.%252C%2Band%2BT.%2BIben%252C%2B1991%252C%2BCorporate%2Bbond%2Bvaluation%2Band%2Bthe%2Bterm%2Bstructure%2Bof%2Bcredit%2Bspreads%252C%2BFinancial%2BAnalysts%2BJournal%2BSpring%252C%2B52%25E2%2580%259364.&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250ALongstaff%252C%2BF.%252C%2Band%2BE.%2BSchwartz%252C%2B1992%252C%2BValuing%2Brisky%2Bdebt%253A%2BA%2Bnew%2Bapproach%252C%2BWorking%2Bpaper%252C%2BUniversity%2Bof%2BCalifornia%252C%2BLos%2BAngeles.&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT

Google Scholar

Merton, R. C., 1974, On the pricing of corporate debt: The risk structure of interest rates, Journal of Finance
29, 449-470.

Web of Science® Google Scholar

Merton, R. C., 1976, Option pricing when underlying stock returns are discontinuous, Journal of Financial
Economics 3, 125-144.

Web of Science® Google Scholar

Merton, R. C., 1977, On the pricing of contingent claims and the Modigliani-Miller theorem, Journal of Financial
Economics 5, 241-249.

Web of Science® Google Scholar

Musiela, M., S. M. Turnbull, and L. M. Wakeman, 1993, Interest rate risk management, Review of Futures
Markets, 12, 221-261.

Google Scholar

Nielsen, L. T., J. Saa Requejo, and P. Santa Clara, 1993, Default risk and interest rate risk: The term structure of
default spreads, Working paper, INSEAD, France.

Google Scholar

Ramaswamy, K., and S. Sundaresan, 1986, The valuation of floating-rate instruments, Journal of Financial
Economics, 17, 251-272.

Web of Science® Google Scholar

Schwartz, A., 1993, Bankruptcy workouts and debt contracts, Journal of Law and Economics, 36, 595-632.

Web of Science® Google Scholar

Titman, S., and W. Torous, 1989, Valuing commercial mortgages: An empirical investigation of the contingent
claims approach to pricing risky debt, Journal of Finance, 44, 345-373.

Web of Science® Google Scholar

Weiss, L. A., 1990, Bankruptcy resolution: Direct costs and violations of priority of claims, Journal of Financial
Economics, 27, 285-314.

Web of Science® Google Scholar



https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250ALongstaff%252C%2BF.%252C%2Band%2BE.%2BSchwartz%252C%2B1992%252C%2BValuing%2Brisky%2Bdebt%253A%2BA%2Bnew%2Bapproach%252C%2BWorking%2Bpaper%252C%2BUniversity%2Bof%2BCalifornia%252C%2BLos%2BAngeles.&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&key=A1974T356000010&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1995.tb05167.x&refDoi=10.1111%2Fj.1540-6261.1974.tb03058.x&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D29%26publication_year%3D1974%26pages%3D449-470%26journal%3DJournal%2Bof%2BFinance%26author%3DR.%2BC.%2BMerton%26title%3DOn%2Bthe%2Bpricing%2Bof%2Bcorporate%2Bdebt%253A%2BThe%2Brisk%2Bstructure%2Bof%2Binterest%2Brates&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1111%2Fj.1540-6261.1974.tb03058.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&key=A1976CF62300004&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1995.tb05167.x&refDoi=10.1016%2F0304-405X%2876%2990022-2&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D3%26publication_year%3D1976%26pages%3D125-144%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DR.%2BC.%2BMerton%26title%3DOption%2Bpricing%2Bwhen%2Bunderlying%2Bstock%2Breturns%2Bare%2Bdiscontinuous&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1016%2F0304-405X%2876%2990022-2&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&key=A1977ES83600007&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1995.tb05167.x&refDoi=10.1016%2F0304-405X%2877%2990020-4&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D5%26publication_year%3D1977%26pages%3D241-249%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DR.%2BC.%2BMerton%26title%3DOn%2Bthe%2Bpricing%2Bof%2Bcontingent%2Bclaims%2Band%2Bthe%2BModigliani%25E2%2580%2590Miller%2Btheorem&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1016%2F0304-405X%2877%2990020-4&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D12%26publication_year%3D1993%26pages%3D221-261%26journal%3DReview%2Bof%2BFutures%2BMarkets%26author%3DM.%2BMusiela%26author%3DS.%2BM.%2BTurnbull%26author%3DL.%2BM.%2BWakeman%26title%3DInterest%2Brate%2Brisk%2Bmanagement&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250ANielsen%252C%2BL.%2BT.%252C%2BJ.%2BSa%25C3%25A1%2BRequejo%252C%2Band%2BP.%2BSanta%2BClara%252C%2B1993%252C%2BDefault%2Brisk%2Band%2Binterest%2Brate%2Brisk%253A%2BThe%2Bterm%2Bstructure%2Bof%2Bdefault%2Bspreads%252C%2BWorking%2Bpaper%252C%2BINSEAD%252C%2BFrance.&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&key=A1986F395700002&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1995.tb05167.x&refDoi=10.1016%2F0304-405X%2886%2990066-8&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D17%26publication_year%3D1986%26pages%3D251-272%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DK.%2BRamaswamy%26author%3DS.%2BSundaresan%26title%3DThe%2Bvaluation%2Bof%2Bfloating%25E2%2580%2590rate%2Binstruments&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1016%2F0304-405X%2886%2990066-8&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&key=A1993ML97000020&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1995.tb05167.x&refDoi=10.1086%2F467291&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D36%26publication_year%3D1993%26pages%3D595-632%26journal%3DJournal%2Bof%2BLaw%2Band%2BEconomics%26author%3DA.%2BSchwartz%26title%3DBankruptcy%2Bworkouts%2Band%2Bdebt%2Bcontracts&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1086%2F467291&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&key=A1989AA46800006&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1995.tb05167.x&refDoi=10.1111%2Fj.1540-6261.1989.tb05061.x&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D44%26publication_year%3D1989%26pages%3D345-373%26journal%3DJournal%2Bof%2BFinance%26author%3DS.%2BTitman%26author%3DW.%2BTorous%26title%3DValuing%2Bcommercial%2Bmortgages%253A%2BAn%2Bempirical%2Binvestigation%2Bof%2Bthe%2Bcontingent%2Bclaims%2Bapproach%2Bto%2Bpricing%2Brisky%2Bdebt&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1111%2Fj.1540-6261.1989.tb05061.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&key=A1990FG69100001&getFTLinkType=true&doiForPubOfPage=10.1111%2Fj.1540-6261.1995.tb05167.x&refDoi=10.1016%2F0304-405X%2890%2990058-8&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D27%26publication_year%3D1990%26pages%3D285-314%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DL.%2BA.%2BWeiss%26title%3DBankruptcy%2Bresolution%253A%2BDirect%2Bcosts%2Band%2Bviolations%2Bof%2Bpriority%2Bof%2Bclaims&doi=10.1111%2Fj.1540-6261.1995.tb05167.x&doiOfLink=10.1016%2F0304-405X%2890%2990058-8&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT

Citing Literature v

Download PDF

ABOUT WILEY ONLINE LIBRARY

Privacy Policy
Terms of Use
About Cookies

Manage Cookies
Accessibility

Wiley Research DE&I Statement and Publishing Policies

Developing World Access

HELP & SUPPORT

Contact Us
Training and Support
DMCA & Reporting Piracy

OPPORTUNITIES

Subscription Agents

Advertisers & Corporate Partners

CONNECT WITH WILEY

The Wiley Network

Wiley Press Room

Copyright © 1999-2025 John Wiley & Sons, Inc or related companies. All rights reserved, including rights for text and data mining and training
of artificial intelligence technologies or similar technologies.

WILEY



https://onlinelibrary.wiley.com/doi/pdf/10.1111/j.1540-6261.1995.tb05167.x
https://www.wiley.com/privacy
https://onlinelibrary.wiley.com/terms-and-conditions
https://onlinelibrary.wiley.com/cookies
https://onlinelibrary.wiley.com/accessibility
https://onlinelibrary.wiley.com/publishing-policies
https://onlinelibrary.wiley.com/developing-world-access
https://hub.wiley.com/community/support/onlinelibrary
https://www.wiley.com/customer-success/wiley-online-library-training-hub
https://onlinelibrary.wiley.com/dmca-notification-policy
https://onlinelibrary.wiley.com/agents
https://onlinelibrary.wiley.com/advertisers
https://www.wiley.com/network
https://newsroom.wiley.com/
https://www.wiley.com/
https://www.wiley.com/

