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CLAIMS 

 

1. A computer based method of pricing a financial instrument relating to an underlying asset, 

the method comprising: 

receiving, by server means, trade information of a plurality of traded financial 

instruments related to said underlying asset, wherein said trade information includes trade 

information indicative of a plurality of market prices corresponding to said plurality of traded 

financial instruments; 

storing, by said server means, said trade information in storage means; 

selecting and retrieving, by processor means, a plurality of sets of said market prices 

from said storage means, wherein each of said sets of market prices includes one or more 

market prices corresponding to a respective one of said plurality of traded financial 

instruments; 

calculating, by model pricing means, a plurality of sets of model prices, wherein each 

of said sets of model prices includes one or more model prices calculated by said model 

pricing means according to a predefined pricing model based on the trade information 

corresponding to a respective one of the plurality of financial instruments; 

storing, by said model pricing means, said sets of model prices in said storage means; 

determining, by said processor means, at least one set of market parameter values by 

applying a predefined criterion that relates to said plurality of sets of said market prices and 

to said plurality of sets of model prices stored in said storage means, wherein determining 

said set of market parameter values comprises: 

determining, by said processor means, a plurality of difference values 

corresponding to the plurality of sets of said market prices and to the plurality of sets 

of model prices from said storage means; and 

minimizing a weighted combination of said plurality of difference values; 

storing, by said processor means, said at least one set of market parameter values in 

said storage means; 

estimating, by the model pricing means, a price of said financial instrument according 

to said pricing model based on said at least one set of market parameter values stored in said 

storage means; and 

providing, by said server means, an output corresponding to the estimated price of 

said financial instrument. 
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2. The method of claim 1, wherein estimating the price of said financial instrument 

comprises: 

determining, by said model pricing means, a set of estimated parameter values 

corresponding to said financial instrument based on said at least one set of market parameter 

values stored in said storage means; and 

estimating, by said model pricing means, the price of said financial instrument 

according to said pricing model based on said set of estimated parameter values. 

 

3. The method of claim 1 or 2 comprising assigning a plurality of weights to said plurality of 

difference values, respectively. 

 

4. The method of claim 3 comprising determining at least one of said weights based on a 

relation between one or more market prices of a set of said sets of market prices and a market 

price of said underlying asset. 

 

5. The method of any one of claims 1-4, wherein said processor means is to select and 

retrieve said plurality of sets of market prices including a plurality of sets of market prices 

corresponding to a plurality of strike prices, respectively; and wherein calculating said 

plurality of sets of model prices comprises calculating a plurality of sets of model prices 

corresponding to said plurality of strike prices, respectively. 

 

6. The method of any one of claims 1-5, wherein determining said at least one set of market 

parameter values comprises determining a plurality of sets of market parameter values  

corresponding to a plurality of expiration dates, respectively. 

 

7. The method of claim 6, wherein receiving said trade information comprises receiving trade 

information of traded financial instruments corresponding to said plurality of expiration 

dates. 

 

8. The method of any one of claims 1-7, wherein said financial instrument comprises a 

financial derivative. 

 

9. The method of claim 8, wherein said financial derivative comprises an option. 
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10. The method of claim 8, wherein said financial derivative has a predefined strike price and 

a predefined expiration date. 

 

11. The method of any one of claims 1-10, wherein the trade information related to said 

plurality of market prices comprises trade information expressed in terms of volatility. 

 

12. The method of any one of claims 1-11, wherein said underlying asset comprises an asset 

selected from the group consisting of a stock, a bond, a commodity, and an interest rate. 

 

13. The method of any one of claims 1-12, wherein said plurality of market prices include 

one or more prices selected from the group consisting of a bid price, an offer price, a last 

traded price, and a bid/offer spread. 

 

14. The method of any one of claims 1-13, wherein determining said set of market parameter 

values comprises determining market values of one or more parameters selected from the 

group consisting of a volatility, an at-the-money volatility, a risk-reversal, a butterfly, and a 

strangle. 

 

15. The method of any one of claims 1-14 comprising determining, by said processing means, 

a value of a predefined rate relating to said underlying asset based on said trade information. 

 

16. The method of any one of claims 1-15, wherein receiving said trade information 

comprises receiving, by said server, said trade information from an exchange, the method 

comprising broadcasting from said server to said exchange at least one of a bid price and an 

offer price based on the estimated price of said financial instrument. 

 

17. The method of any one of claims 1-16 comprising estimating, by said model pricing 

means, a plurality of prices of a plurality of selected financial instruments, respectively, 

according to said pricing model based on said at least one set of market parameter values, 

which is retrieved from said storage means. 

 

18. The method of any one of claims 1-17, wherein said plurality of financial instruments 

includes said financial instrument. 
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19. A system of pricing a financial instrument relating to an underlying asset according to the 

method of any one of claims 1-18, the system comprising said server means, said storage 

means, said processor means, and said model pricing means. 


