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Abstract; This paper presents the pricing model for firm
bond with the correlated third party guarantee in structural
approach, which considers that the guarantor may default due
to the immediate future payment caused by the default of the
secured party. With the proposed model, a terminal boundary-
value problem of partial differential equation ( PDE) is
derived. A numerical analysis is made of the impacts of the
firm asset, asset correlation, asset volatility and some other
factors on the bond prices.
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Fig.1 The comparison of bond prices of the firms with
and without third party guarantee
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Fig.2 The impact of firm asset correlation
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