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Let
e T = maturity date (7" >t)

e [ = strike price
e 11 = spotl price
e 12 = spot2 price
e t = pricing date
e ol = volatilityl
e (02 = volatility?2
e p = correlation
e 1 = interest rate
e (1 = dividendl yields
e (2 = dividend?2 yields
o O0=T-—1t
Here, closed formulas due to Johnson and Stulz are presented [1],[2].
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and M as the cumulative bivariate normal distribution function:
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Call On Maximum Option

PAYOFF  Cr = (max(S}, S%) — K),
PRICE C(t,z1,m2) = 216 M (d1, d; p1) + 20672 M (dy, —d + o/ 0; 02)
—Ke™ (1 — M(—dy + 01\/57 —dy + 02\/53 P))

DELTA 9C(t, 21, 22) = e M(dy, d; py)
82:1
90, 21, 2) = e M (dy, —d + oV 0; ps)
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