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		Abstract

		Results from the method of copulas allow the multivariate risk-neutral density to be written as a product of marginal risk-neutral densities and a risk-neutral dependence function. A technique to price contingent claims can be developed using non-parametrically estimated marginal risk-neutral densities (based on options data) and a non-parametric dependence function (based on historical return data).    

Non-parametric estimation eliminates the pricing biases that result from incorrect parametric assumptions such as lognormality. The technique generates fitted multivariate contingent claim prices that are consistent with prices of traded univariate options. Under some general conditions, the objective and risk-neutral dependence functions are identical, which justifies the use of historical return data for the non-parametric dependence function, so that no data are required on traded multivariate claims. 
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