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Abstract

Whitehead, Davison and Reesor (2008) developed a general bias-reduction technique for pricing
American options by Monte Carlo methods based on large sample theory that corrects the stochastic tree
estimators. This technique is applied to the popular least-squares Monte Carlo (LSM) estimators using
well-known results on the large sample properties of least-squares regression estimators. Numerical
results show that by reducing the bias, the convergence rate of the LSM estimators is doubled.
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