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		Abstract

		We construct a copula from the skew t distribution of Sahu, Dey & Branco (2003). This copula can capture asymmetric and extreme dependence between variables, and is one of the few copulas that can do so and still be used in high dimensions effectively. However, it is difficult to estimate the copula model by maximum likelihood when the multivariate dimension is high, or when some or all of the marginal distributions are discrete-valued, or when the parameters in the marginal distributions and copula are estimated jointly. We therefore propose a Bayesian approach that overcomes all these problems. The computations are undertaken using a Markov chain Monte Carlo simulation method which exploits the conditionally Gaussian representation of the skew t distribution. We employ the approach in two contemporary econometric studies. The first is the modeling of regional spot prices in the Australian electricity market. Here, we observe complex non-Gaussian margins and nonlinear inter-regional dependence. Accurate characterization of this dependence is important for the study of market integration and risk management purposes. The second is the modeling of ordinal exposure measures for 15 major websites. Dependence between websites is important when measuring the impact of multi-site advertising campaigns. In both cases the skew t copula substantially out-performs symmetric elliptical copula alternatives, demonstrating that the skew t copula is a powerful modeling tool when coupled with Bayesian inference. 
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