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2 = %;}“ ZAREA <1 Zﬂ@?%
Black- SChOleSH]—X‘]/’\‘]E TEshe Ao 2dnh FE Aol ARkl
TEAEFIRA S(6)7F ol il d=olAE R(r) k= Aol A A G webA,
=, o] x-& 2 A5k Black-Scholes™ A 2] o] =2
o R FARERAS =9deel gk 33 nEAA A (423)S =5
% A2 ¥

= o1&l J‘H7P7<H stEV SN FAZS

= 78‘—°r
94311/\1 AALE S(6) e FAATE ZXJOHO]E £ é&—% 2+ 3]
2, Black-Scholes® 42 & w3t A7+ x4 S
Fasta o1 HEAdolgt ofEgtt), ojzkg ] WMEe WS
Brshes 114 HIHA FAREAA (414)E o] &stH
12H& R(6)7F =€k =3, k()9 tEo] F 714
FAAT a6, RSt elAE Ao A&7 A 7F

etk weba, vl AAAAGIA o] WAL
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(]

2

Y

ol

W10 32 PNl

we o
o

i

é

N
-

foore oy
Ao Ao
ol
AN o
o X N
Yo =
o
— e o
2
= nqo o
Lo,

)

>
=

24T Dok ok weEA,

=)

l"it 23)& 01 al7] f1siA =, d=olAE A {(R(6))S] g

sl7F d sl o] A2 Black-Scholes® 9] 7] 24 ofo]tjoje} tp& Holt},

A7 A o] BrrE g AvEHAg A (4.23)9] fFrRdA Fag H2

olZE B {R()}ell #F 7MoY AF/HA BE EAATA Sl LT

FBrown=s {W(o)}ell o8 FAdttal 7Fgsdn. =, dEol & 94A

{R()}o] BEWFo]l Y3 dHABrowns (W)l 7|t 714
98] ANG7EA A2 2dEE FARAERAS 48 F AJT o)A

@A s B¢ % Ak %, Black-Scholes®Aol 4 A7 shtel

(B Mg O ot T oo = Ay = oo
o
>,
ik
l-40

ONE-RON
NN B
N
Ll
. H
oZi
ol
ol
v
4,
©
td
% r
i

(SVRNE: R T ol



F7h% shtel e aBrowneF (W09 F5E UEhis e welsd v
abelth, ey, obF BAIRRE o}F grlel o2 the FAAE

A EE sbel S dBrown®E (W02 Ve & gtk sbgel AAA A
ulg- ol & e Alolth

»

05 = gy B R)IBLT) ¢ (4.29)

A7IA T3 A (42000 siA Agsth el FoE u,,E Aol
R(t)R vt Atk webA, v A 5ol A3

ARG = 2RO (4.30)

=, olAEf Y AT = Solth. ey, oA AAlE Al A AdE s
&0l okdar Aol Aol A= FEdEolaL E
g0 gFadtedhs Ae agshd, 4 (43002 Brgetrtal A4gi A
(4.295 2 (4.28)°] Wdstd, dAA7HA B, = Y+ &8 =

dB(t, T) = R(t)B(t, T)dt+ 3(t, R(t)By(t, T)d W?(¢t) (4.31)
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o] 2} 8- 2 ¥ (single factor interest model) =}

Tt Qo] A& 28 (multi factor interest model) 2.2 i 4 9th

g al

¢}

Vasicek®] A& =&, Hull-White®] A& &

s

AAp o =
7b B

KeN
=

MarkovE & o] 7] wj&o, o] dAEo|x}& A

17} 2ol A4

=B

3

o
4%

HIEERIE

A1 3

3

o) A& 5HA) 4 E 7HA o

Hull-White©] A}

B!

]

Hyo

o]t}. Vasiceko] A&

ol

[}

Hull-White©] A} & %

A
i

2

Bo|atg o AFTor FolAA, dEo|x& o]

Eal

PN
T

thal bR e B, oAb o] st d

of w&

o] A& X3 24 Black & Derman & Toy (1990)7} A A] gk

hy
I

ol AEo] At e

il

(1978)¢] <9it}. ©] Dothano] At

¢}

Dothan©¢] A} & &

bl

}Brown
Black-Karasinski®] AF-& &

Merton©] A& &

713l

o A AUrt

o] 9ttt 1 9of, =7 B3

5
(1971), Brennan-Schwartzo] A& &

(1991)

[¢]

(1979) s

(¢}

¢}

£ (curvature) @]

JEIEE

°
=

FAIRE, 7]

S

&

Z} 3T
= a

&) o] & (parallel shift)<

3

E

R MRS o 4

te, M2 ve

A}-£-3]
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spread &A% 2 BTl A g BrlolAEe AolE Ao S B
A& Y FES] AAH AL AFeA Wk WA, ol g E )
AAGAE 7] AAAE 299 o ge] Aol AE RIS AT B8t At

Brennen & Schwartz (1982)+= ©@7]o| A& 3 Foto|xp& 9] Afol& YR +=
28¢lo| g RS Aottt =3 Longstaff & Schwartz (1992)+=
RS 2890z Rg oz A E}Q?JCIRO]Z}%U‘&‘O]E}
2895 o] ¥ oA U= (affine yield model)e] S3% Fejgta sk 5
A 0}%%53@01% d= R(t, T)7F dEolAE R(t)J obA I H =
ey Oi/ﬂ %Loﬂ A o MertonO]X}gvu 3, Vasiceko] A& 58,
2y CIROIAERY 55 g

A, HIMOI A& R G L o2& ] ol A&7 42 AAle] wes A3
ju4

Feishe pHORA, HEOlAR FLDE T HEVETAAL
N

L:M

dF(t,T) = a (t, T)dt + Z Bt T)dBY(t), (0 <t<T) (5.1)

4714 {BUD)}, (B}, - {BN(t)} AFTHSESFE Q stelA
Brown&sE°lth Wsd B4, T)7F AEo|AE F(t, 7)ol dEdts 4-5% AUth
HIMo| A& 2 &S WEs dRolxtags A C R dthe oA & A dFe
ZFA B 7t A S A5 Alfstae A s Ao A A ek Ed
HMeo| A& R P o2 i E&5H = dZo|A& A o)t 1) 7] 37 o]
Markov/d & Z-A] &7] wiol, ALHAFA7IHE A &st= slo] A &g
Carverhill (1994)2 &Eo|&A-& 34 o] MarkovA & ZPeE WHEAd A 7tste

W s AA S

E A4, Brace & Gatarek & Musiela (1997)¢] A A g+ A =LIBORX & ¢!
BGMol A& & & o|zpgo] & 7b ofd deeb= 7P S nfgo = 3 Fojt
2=¢A, A, ErolEl, A, a8 20 5 o8y}l LIBORGE H7tel&
Black& 2 o] @] Alg% o] gt} o] Blacks 2] LIBOR7} 7]&}Brown®%<
w2tk A TEXE 7R S 2 A o2& T A E o] THAE 7HA S A A o=
T & Ak FHol Ak 2yu, o] BlackE oA+ AXELIBORS W54 o]
dAstrhal 7hA st 7] widol, AAA A FA e ¥ EAd o]
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O AL T EE Role Ao = wWEAo]l wrAH T 59 ASd=
AR 3] 7F wrAgs = vk BGMEE S A ELIBOREE ¢ WA o)
HJMe|A&2 g3 A& 25 whe Zofrh

54. CEVE
ol ] M Fol, AT ol A #3HE BB AES AFolA BZehe
A Brhsetth kA, A4 olAERYL FEHY] AR @olszte] M
e o4& e AgelA BEHE ARIAEE HF AT
Y SALE BE B AR YA BYAT A HER)
SEER

dR(t) = 0.2945[0.2713 — R(¢)] + 0.1005V R(¢) dW(¢) (5.2)
o714 {W(t)}= Brownes°lth. 19 5415 18]7] A= ofg] 535
MATLAB#}9 CEVspotl0l.m< 2! 8 &)z},

Sample Path of Spot Rate
05F

045

0351

R()

03

025

fa
=
==
_
=

—_—

el

=

02

0.15 | I I I 1 ]
0

% Filename: CEVspot101.m
% Sample path of CEV spot interest rate model
% Programmed by CBS
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clear all, close all

rng('default’)

% Mt = NO of subintrvals of [t,T];

% N = NO of generating sample paths
N = 1; tau = 30, Mt = 500;

sqtau = sqrt(tau);

Deltat = tau/Mt;

sqDeltat = sqrt(Deltat);

ttTT = Deltat:Deltat:tay;

kk = 0.2945;
theta = 0.2713;
sigma = 0.1005;
aa = kk*theta;
bb = kk;

beta = sigma;
Rt = 0.3;

Rmean = aa/bb;
% make sample pathes
hold on
Rmat = Rt*ones(N,Mt);
for i=1:N
for tj=1:Mt-1
zz = randn(1,1);
Rmat(i,tj+1) = Rmat(tj) ..
+(aa-bb*Rmat(i,tj) )*Deltat
+ beta*sqrt( abs(Rmat(i,tj)) )*sqDeltat*zz;
end
Rvec = Rmat(i,);
plot( ttTT, Rvec,'k’, ttTT, Rmean*ones(size(ttTT)), 'r--")
end
title("Wbf Sample Path of Spot Rate','fontsize’, 12)
ylabel('R(t)"), xlabel('t))
saveas(gcf,'CEVspot101.png’)
% end of program
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a9 541614 # 5 A%l AEIAEHIL W 2t £49¢ @k
2 4 (442 s
7

el dZol A&l FAHEA
X2

ZAAG ot R()E Byt Ao W< Z=adth 19 541004 A,
710w = o dEolaAE A= oW FE(leveD ] Hato] EAsHH,
dEolzeR g 1 Fd TS 4ol Egk Al o] EF0 wef FHoR
3] 7] (mean-reverting)sh+= A &= Zt=vhal 7RG olo 22 TS RdH =

a(t,R(t)) = alR— R(8)] (5.3)
qA7IM A4 at dEOAE R(OZF Bt Rel A= &
BIAAH FHAAT a(t, R(1)E FEo|AE R()2] 1222
1t 3] A ¥ (mean-reverting model)o| 2t FEt}. FAAS a(t, R(¢))7}
AEol2AE R(1)9] 1A42) o] ol R3PS v o} ot

Black-Scholes#H7d ol Al A4 {S(¢)}7F 7138t Browns &< 3Fal
dEolz&o] 4, Black-Scholes™d 22 #0] 4 Black-Scholes? & 9& 4
ATH PRHA R, dZolAE A {R(o))ell e AFe RyPo] 5
S A o gk An B A S FolA M E 7 F de A Aok =,
RAAMZIA B(t, THE AA ¢, H7IAA T, d=o|AE R(t), BFE o(t,R(1)),
B(LR(t)S A\, 2 YEE F& T}

AFHEH= x4l

R(t)°o] dwtAQl Hs| ALY
dR(t) = [a— bR(t)]dt+ BR¥(t)dW(t), (t=0) (5.4)

A7IA a, b, B YL y&= % |

P ARE LS Qv

R()y7} BtaAde 27 flald t= 5ol dHslioR g
0

a> 0, b> (5.5)
dejHoz 2 a2=p=00 AHs= 45 ALE F QoY o] Hgd 4
B =07} AYstA Eow AE)AEHAL 78 Browne 5 H| =3 FHS

=

Btk = AA t7F ARl we, dEojAE0] 0282 FHstAY F3ks] AxITth

2l (649 A= vE3 2o
B(t,R(t)) = BR(t) (5.6)
o714 B¢t v+ Hla(nonnegative)? FFEoltt. o FAHAT p(r, R(£)= ATt
&2 A (time-homogeneous)®|t}. =, o] EiAlF= dAEOASE R(HE FIATH
A toll o)ESY A 66)F 2 AT E e dEoAERFE S '©EAd
2}

(elasticity)©] 2529 28, & CEVXE3(constant elasticity of variance model)©]

- 18 -



shAb, wek y & CEVAS8 kAL Brigo & Mercurio (2006)1A4 & 4= 9159,
l‘ﬂ'ﬂ”M (G4l doAel &7k A fsis By o y7h v Aes

YE{O}U[%,I] (57)

whob By 21 (67)& wEekA Xskd, FErEUAA (65)¢] &9
EA8E BEa7] fsiA= 0ol M AY 1o 7be dEelAE& R(6)9 #hel
Al B(LR()S FHE 4 287t vk CEVEE | &3 AA &
Cox & Ross (1976) ¢ Andersen & Andreasen (2000)2 #+=x3}e}.

rlo o

= fuolase] JUg ER())Z a1 A,
o FEgduggon & & gl
R(¢) = R(0) + fo[a—bR(S)]dS+Bf()RY(s)dW(s) (5.8)

A4 (G58)e] PHolA lojake As, s Ag Qe
E(R(t)) = R(0) + fot[a— bE(R(s)]ds

ol
©

2 (6.9)= ER@)O AR AAeIH. 4 (599 dHe vLshd, vhe 4
A=t
dE(R(t))

o

de = a7 PER) (5.10)
w2720 ey 2
E(R(0)) = R(0) (5.11)
27127 611)< W= e EuAa (51009 2 Fad, e 2o
ERE) = 2 4[RO~ 2 e, (t20) (5.12)
5, Bl d& Wg R(1)9] 71Hgte A Gob= =PA o),

(A 541) AZolAE R(7L 45 rol@hn 7AAatar of AZolxE& R(1)ol
W S ENgAS 0ea o w7

dR(t) = a(t, R(t))dt+ B(t,R(t))dW(t) (D
sSEuAdA (1) AlTsel v *‘5-5 WEsl= AS 2y sl

a(t,R(t) = 0, B(t,R(t)) = (2)
5, o] AEoIAEEY S CEVE’%OM, s AEs Wt

a=0 b=0, B=0 (3)

UL, ol g9l de] EASA on optd PLeudr A
gith =, v Aol AEE
A, =0 (4)

]
i)
ko
N
XN
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21 (2)¢F 2 (DE A 4.23)°] ddetd, vha AnEgAg 4 o]
B/(t,T)—R(t)B(t,T) =0
AR ()9 Awele eI 2
B(t, T) = Aexp(—r1)
AN 1= T-rolth ER, AARAL T} Pk,
B(T,T) =1
A (O3 A (Dl SJsiM, tha Aol AHES & 5 AUk

B(t,T) = exp(—r1)
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A64 Mertono] A& = &

o
—

23

Merton (1971) dE°)A-&AA {R(u)}e] sHEA] b5 22
AEo| AP S A¢stS T

dR(u) = adu +BdW9u), (ua=0) (6.1)
q71A a0t pO 0OE AFEL {(Wu)e AITHITESTE Q 3tolA
Brown<& |t} o] dAEo|A&R Y LH b= 001 E3 CEVA T+
?Jr%%g A A7 2R ﬂBrownT Olﬁ} <

:(J
M

o M
Ll
£
il
U
Z
)
=+
)
=]
-
D)
o
fo e
Te
FIF
o
m{n
-
gi
o
<
N
N
oo
10

o
filo
N
i

e> o dElA 2 619 sl T 2

R(t) = R(s)+ alt—sl+ B[ W(t)— Wes)] (6.2)
Webd, A4 sl ARAI FoE Fold A ehelA RO ZAFIEREE
gt 2k

d
R(t)IF, ~ MNMR(s)+alt—sl B%t—sl) (6.3)

(oAl 6.1) tF23 2 Merton®| AF& 28-S As ¥ A}

dR(u) = 0.02du +0.06dW9u), (u =0) (1)
AZIA W)= APFTHEESE Q stelA Brown & °|
Mertono] Zb& 23 (DellA AL T3 AlH = 194 dEolA&o] 247
R(1) = 0.003, R(1) = 0.03 18|32 R(1) = 0.12¢] FEAZEo0
FEHo Ak 2d 61& 287] A ths MATLABZ =19
MertonSpot101.m< 2l 3§ &} 2},

I
o
o
—
=2

% Filename: MertonSpot101.m
% Programmed by CBS

clear all, close all
rng('default")

% Mt = NO of subintrvals of [t,T];
tau = 30; Mt = 500;
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sqtau = sqrt(tau);

Deltat = tau/Mt;

sqDeltat = sqrt(Deltat);

ttTT = Deltat:Deltat:tay;

% make sample pathes

a = 0.02;

beta = 0.06;

Rvec003 = 0.003*ones(1,Mt);

for tj=1:Mt-1
zz = randn(1,1);
Rvec003(tj+1) = Rvec003(tj) + a*Deltat + beta*sqDeltat*zz;

end
Rvec03 = 0.03*ones(1,Mt);
for tj=1:Mt-1
zz = randn(1,1);
Rvec03(tj+1) = Rvec03(tj) + a*Deltat + beta*sgDeltat*zz
end
Rvec12 = 0.12*ones(1,Mt);
for tj=1:Mt-1
zz = randn(1,1);
Rvec12(tj+1) = Rvec12(tj) + a*Deltat + beta*sqDeltat*zz;
end

plot( ttTT, Rvec003,'r ttTT, Rvec03,'k ttTT, Rvec12,'b’)
legend('R(0) = 0.003','R(0) = 0.03''R(0) = 0.12','location’,'NW")
text(20, 1.10, 'R(0) = 0.003")

text(20, 0.38, 'R(0) = 0.03")

text(20, -0.05, 'R(0) = 0.12")

title('Wbf Merton Spot Rate','fontsize’, 12)

ylabel('R(t)"), xlabel('t")

saveas(gcf,'Mertonspot101.png’)

% end of program

a9 6104 & 4 %], Mertono| A& Gl 9|3 d&Eo|x& A 9
FEAZELS AA 7 S7Hge et S71eteE FAE Holn, ik A B o) AFg ]
120 aAY 0xth 22 4 9-7F YERdTh o] Mertono| AH &R o] A4S
A PLS HojFu) |
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Merton Spot Rate

14 T
R(0) = 0.003
12k R(0)=0.03
R(0)=0.12
R(0) = 0.003
1 =
08 r
i 06 r
/‘h
04 r R(0) = 9;03‘ ?"\f‘ﬂ"%hr’m" 3
I J Jr\-'\r". f \"\\r "/
| b/ B
02 |
0 g
R(0)=0.12
-0.2 !
0 5 10 15 20 25 30

6.2. &2l xf7}3

Zy s< ol gElA, o WSS A SR

I(s0) = f:R(u)du (6.4)
AV oA ARAG Fool #a 71520 a8 4E57HA Ve = te
AEF AN G S WS A

V(s) = E9% e 1=0V(¢t)), (s<t) (6.5)
wpeld], gk A "]l 79l @elafe] AA rollA FAAIR Bt T)Q 7FAH AL
ot 2ot

B(t,T) = E%e D) (6.6)

2l (6.6)e ol&alA EAxNA B(t, T)E AXLst7] flaiA, 4 1(¢, T)9]

BEE FanA 4 629 4 6NN % & Y%l e A5
5|

1. 1) = [HUR@+ alu =+ Bl W)~ WD)} du o

— R(O[T— ]+ %a[T—t]Z—I—BLT[WQ(u)— ()] du
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9 [ 1w~ weeo)du)
= [EAwa) — WD) du
= [TEwew) = WD) du (6:8)

= [T = wn)ldu

=0
o714 A WA 5= Fubinid 2ol oM AHdth vs Aso] dHdn.
[Ttr=alawecu)
T T
= [T—alWou)|  — [ w%u)(~du)
= —(7=aw0+ [ W) du (69)
= — [Tauweey+ [ wu)da
= [ Twew) - wen)ldu
G714 A WA S5 Wienerd¥o] RRARF A0 oaA AYeth £ oS
Hgol 4yt
2 T 2
(f [ W9%u) — WQ(t)]du) = E?(f [T— u]dWQ(u)>
‘ (6.10)
f —uzdu—3[T—t]
o714 3l WA %g—t— 2 (6.9l 9lsiM, TaEla F HA S5 [toH T
sAA ol AEAT 4 (6.7), 4 (68) aglan A (610914 & 5 Shel,
6 DS 2AREEE £ARELE A2t i 2ok
m(t, T) = EQI(t, 1) = R(OLT—d+ Jal T— 1) (6.11)
We T) = Var QU4 1) = 4 B T— 1P (6.12)
e Al Aga.

[ twe) = woo)ldu
= [ wewydu — [ "Wou) du — [ T-AWA) (6.13)
= [T1r—alawew) — [ Tt—ulawou)— [T-aW)

A7IA A HA o= A (690 galA, 28la F+ HA & Wienerd 9
HEAR A oajx A@eet 2 6.7 24 (6.13)4 & = dxo], A +9
ARG F o FAR 24 sl (¢, DE =X NMm(t, T), W(t, T)E
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ARAZY FoF 743 =4 stellA 1(e, TY7F B2 Mm(e, 1), v(t, THE
MEoe the A5 Add

Ee 1tD) = exp|l —m(¢, T)‘|‘%V(f, T))

) (6.14)
= exp(—fze(t)[zr—f]—%a[T—ﬂhr %[T—t]S)
A71A A WA S35 WA 619 9&A, gl F oHA S3E A (6117 A
6.12)0] JsiA A@eh 4 (6.6)3 2 6.1)NA & F %ol
Merton©o| A& 2. o] o3k &elAe] 7hx g 7hAe gga 2,
Bt T) = ewo| - ROUT— - Larr— a2+ 2170 (6.15)
A71M ast g AFEolmE, AR oA BE WA HE @
&AA7HA ik Saae
A (6.15)0A & 4 glkol, v AEo] d™d.
By(t, T) = —1 exp(—R(t)T— %a,[z_'_ BTZTB> <0 (6.16)
A (41602 A 43Dl dstd, vs As derh
dB(t,T) = R(t)B(¢, T)dt
(6.17)

— B1 exp(—R(f)r— + art’®

+
=, Merton®] A& o] o3k skelxjrlx| o] W

(A 6.2) oAA 61014 & b S Merton® A& 23S thA] 2y WA}

dR(u) = 0.02du +0.06dW9%u), (u =0) (1)
A7ZIA AW (u)le AITHIESE St 4] Brown®-&°|th AlA ¢ = 194
AEo|A&2 77 R(1) = 0.003, R(1) = 0.03 2&]x2 R(1) = 0.12°]2} A}
Mertono] A& 53 (1)of] 9]& sAdqHdEe]l 219 6201 284 Utk 18 625
297l Y984 vhg MATLABEZ 213 MertonDC101.m< 4 & &2},
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% Filename: MertonDC101.m
% Programmed by CBS

clear all, close all

tt = 1; barTT = 26;

delta = 0.001;

TT = linspace(tt+delta,barTT,2000);
tau = TT - tt+delta;

%

aa = 0.02;

beta = 0.06;

Rt003 = 0.003;

BtTO03 = exp(-Rt003*tau - 1/2*aa*tau.2 + beta”2/6*tau.”3 );
Rt03 = 0.03;

BtTO3= exp(-Rt03*tau - 1/2*aa*tau.~2 + beta”2/6*tau.”3 );
Rt12 = 0.12;

BtT12 = exp(-Rt12*tau - 1/2*aa*tau.2 + beta”2/6*tau.”3 );
yref = 0:1/100:1;

xref = 1.0*ones(size(yref));

% 2-D Plot

plot(TT,BtTO03,'k-.", TT,BtTO3,'k', TT,BtT12,'k--"xref yref,'k:")

legend('R(t) = 0.003','R(t) = 0.03"'R(t) = 0.12",'location’,'SW")
axis([ 0, 26,0, 117)

ylabel(“#bf{Bond Price},'fontsize',12)

xlabel(‘Wbf{Maturity T}, 'fontsize',12)

title('Wbf Discount Curve of Merton Model','fontsize’,12)
text(1,-0.03,'t")

saveas(gcf,'Mertondc101.png")

% End of Program

29 62014 o 4 2150l Mertonol 4 & 2 &0 )@ 2117}
T7h F7hgl wet sl Bl ks BElE welth gl 7|kl 71

A= #FS dAAEY f1Fe o £} weba, b o g Zofr|Ike] X
Aol 7HA = &S A FEAE T grotol g S @IS 3o 7] 1He
dxgragrolnt ey, 27 6204 B 4 % ol, Mertono] A& R o
AN E k7|3 Tx37E oyt whebA], o] Merton©] Ab& 53 2
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Discount Curve of Merton Model
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gk el

[29] 6.2] Merton©| AF& =& o 9

(A 6.3) T} Mertono| AF& &S Ay W 2}

dR(u) adu +BdWe u), (u=>0)

7] Al 7 o]

A (423)0014 & 5 0%ol, © Mertono] A& Gl o] 7t

=

T

Hn

o e} Z =
< WS

=)

RAE R

f(t,R(t)) <=
—R(f(t,R(t)) + £,(t, R(1)) + afp(t, R(t)) + —%ﬁszR(t,R(t)) =0
3 sFA}.

_?—/‘\j—’ El\'jt!]-,E—H Xé]él (2)7]— Tj[-%_ﬂ]— 7151-% 6(:)]]:/“9] 3]]% 771_%

f(t,R(t)) = exp(—R(t)C(t, T)—A(t, T)),

the AEel Hdt
f(t,R(t)) = [-R()C(t, T)— At, T)If (¢, R(¢t))

£o(6 R(£) = — C(t, TV (£, R(2))
Fenl 6 R(2) = C(t. T (£, R(2))
Vs, o

2 (4)-2) (6)5 HvEWA 2] (2)9
[—C(t, T)—1]R(¢t)

— A, T)—aC(t T) + —%BZCZ(L T) = 0
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T 2] AR el FAATMAE B¢, T) =

(1)

£(t,R(1)e} SFA}.
gklaf o] AlA tell A 7HA]

(2)

(3)

(¢=[0, 7D

(4)
)
(6)

gt

4ol 4

(7)



A (1) ROl disiA g2 otk mepA], thg AEo] A -}
—C(tT)—1 =0
—A(t T)—aC(t, T) + —%[3262(1‘, T) =0
e wolze] R,
f(T,R(T)) =1, (R(T)e=(0,1))
ohebA, the A Eo] A g etth
C(T,7) =0
AT, T) =0

v @) wrixd 1D)S wHEeke oL 7= a3 2.

C(t,T)= T—t
2 9), 4 A2)¢F A A3)ollM & 5 SA%ol, v Aol AHITh
2

AL T) = %a[T—t]Z— %[T—t]?’

32

A (3), A 133 4 A4)lA & =
A7 = v 2

1 B?
B(t, T) = exp(—R(t)[T—t]— ga[T—t]2+ T[T—r]?’>

2l (15)= A (6.15)%F Fdattt.

o], Merton®| A& 28 d] <]t

6.3. A x=olA&

2 (6.15)0l1 4 & = ko], tha Aol AT
nB(t, T) = —A(T [T—¢t]R(2)
A71H A(r)E ZEZZY 1= T-t9 524 e 2o

A(r) = %arz— %BZTB
Aozt F(t, T)e v 5SS w5t

= R(H)+a[T—t]— %BZ[T—t]Z

o714 A WA =

(8)
9)

(6.18)

(6.19)

(6.20)

= 2 (3337l GJaiA, F 1A sE= A (6.18) oA A Hgtt 4

(62009141 & % 91%ol, Mertonel A& B gol | AEole F(r, T BRelA& R(1)9]
Aol whebd, ATREE GED £ o 1A% ARolAE RS AFE

lo]t}.
A (63)9M & = el, v Aol ™t

EQR(T)) = R(t)+al T—1]

- 28 -
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2 (62007 4 (62Dl A, Ha Aol Auds & 7 At
EXR(T)) = F(t, )+ B[ T~ 1) (6.22)

21 (6.22)14 & T dxol, dEolxtE F(y, 7)) dEo|x& dlgh
Adzgude g T—¢]*/29]t}
21 (6.20) 9l 1 o = 3ol Ui AEo] Adysit
liLnOF(t, T) = R(t) (6.23)
lim F(¢, T) = — (6.24)

wheha], AR FEAN 1= T—t7} 283 AW, ARoRg F(t, E
&rolt}t, o] AAL Mertono] AF& R Eo] o] Aogl S-S on 3},

(A 6.4) oAlAl 6114 THE a3 2 Merton®| A& &S ThA] AR AL
dR(u) = 0.02du +0.06dW9%u), (u =0) (1)
A7IA AW u)l= FFTHEESE Q sl A Brownssolth Al = 1A
dEojx&2 247 R(1) = 0.003, R(1) = 0.03 183 R(1) = 0.12°]& 3=}
Merton©] A& 28 (Dol & dmolap-&=14do] 17 639 21814 Aok 19
6.3% 187 el S MATLABEZ 2713 MertonForwardl0l.m< A 3} 2}.

% Filename: MertonForward101.m
% Programmed by CBS

clear all, close all
= 1; barTT = 26;
delta = 0.001;
TT = linspace(tt+delta,barTT,2000);
tau = TT - tt+delta;
%

= 0.02;
beta = 0.06;
Rt003 = 0.003;
Forward003 = Rt003 + aa*tau - 1/2*beta’”2*tau.”2;
xref = 1.0;
Rt03 = 0.03;
Forward03 = Rt03 + aa*tau - 1/2*beta”2*tau.”2;
Rt12 = 0.12;

Forward12 = Rt12 + aa*tau - 1/2*beta’”2*tau.”2;
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yref = -0.7:1/100:0.3;
xref = 1.0*ones(size(yref));
% 2-D Plot

plot(TT,Forward003,'k-.", TT,Forward03,'k’', TT,Forward12,'k--' xref,yref,'k:")
legend(R(t) = 0.003''R(t) = 0.03"'R(t) = 0.12",'location’,'NE")

axis( [ 0, 26, -0.7, 03 1)

ylabel(#bf{Forward Rate}','fontsize’,12)

xlabel("Wbf{Maturity T}, 'fontsize',12)

title('Wbf Forward Rate of Merton Model','fontsize',12)
text(1,-0.73,'t)

saveas(gcf,'MertonForward1071.png’)

% End of Program

T8 63914 & 4= 3ol Mertono] AHEE g ol 23 M Eo] A& o]
ol 7|13k e ofyn R St H7| = . o] o]

Mertono] A& 2 g o] ddAdE do3se B+

i)

Forward Rate of Merton Model

I
~— R()=0.003
— R()=0.03
0ol ——- RH=0412

01

-021

Forward Rate

-03F

-05F

-06F

1 i 1 L 1
0 t 5 10 15 20 25
Maturity T

[2% 6.3] Mertono] A} &5 ol 93 Mo|2& A
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6.4.

1154

71N TR @A e AR ol M A= R D ve AES ST

_ 1 1
R(t, T) = 7= tln BET)

= R() + i A(T—1) (6.25)
2
= RO+ TalT—0- L [7-p
o714 F WA %—EE— 2] (6.18)°ll 2lai A, 2ea Al MA 3= 4 (6.19)°
ofeid AHdTh A (6.25)04 & 4= gkl A ol A= R(t, T
il

AEIAE R(1)9] 1250l wekA], Merton©| AH &R H S ol d =Ry
(affine-yield model)e]t}. 4 (6.3)9} 4] (6.25)04 & 4 Uxo], d= R(t, T+

AFErs ged

AZEERE [ TTl M deolabe o] Hxt R vt 2t

R= i [ Rda = 1 1) (6.26)
2 (6.11), 4 (6.12) 12]ar A (6.26)94 ok 4 Aol AA cell ] FEAHT Rt
o1zl =3 sell A HEolA&e] W RO =
7}
E

__L_
¥y

‘?__
o}

r.l]o

o

~D

(R) = —A— EU(t, T) = R()+ S alT—1] (6.27)

_ 2
Var %(R) = ﬁwﬂ 21, 1) = B[ 17-1] (6.28)
21 (6.25)8F A (6.27)°14 & 4 %ol T 2ol A Hgt
EU(R) = R(¢, T)+ B 17— (6.29)
wekA, A= R(t, 7)o AEIAES] Hit Rl tigh P zende
BAT—t1?/60lth. FAES g7t AXH, A= R(¢, TH da@lﬂg# Bt R
We sAzelge A w£E, o 93
c = T to] ARl e Agel Adw,

lim[ E(R) — R(t, D] = lim £-[17— 12 = 0 (6.30)

lim [E9R)— R(t, D] = lim %Z[T—t]2 = o (6.31)

, A 1o o dE R, 7O AEolAbee] Hyt Rol|l Wil
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o] A5, A= R(r, T)°

2 (622)1M & 4 Aol s Aol Itk
EXR(T)) = F(t, T) + 5 B[ T~ 112 (6.32)
= WAA TolA ABolAE RS dEAH 7|

F(t. Dol A= R(e, )9 AZo| A& Bt Rol 1
BIAT—tl/2& TR Aotk d=9 dEolx&e] Hit Rl et fd=vdd
BAT—e1?/62 A JEVZE [¢, TIA Aol A& 2] 9
PLTuly2e) itk e % v el e e

[T—t _t 2y — t1°du (6.33)
O Aol AdEh
lim R(z, 7) = R(£),  lim R(£, T) = —oo (6.34)
A (6.25)00 A & 4 9kl dE R(1, D= Ti Ae WSS
dR(t, T) = {—%a + %Z[T—t]}dtwL dR(t) (6.35)
2 (6.3 A (6350 olelA, 4= R, )= Hs SEVIRETANS I
dR(t, T) = {%a + %Z[T—t]}dﬂr BAWO(t) (6.36)

(el Al 6.5) oAl 6.1614 TH&E tha3 22 Merton© A& RS A3 B AL

dR(u) = 0.02du +0.06dW°(u), (u =0) (1)
A7 (W(u)e ATTHIESE @ oA Brownsso|th Al ¢ = 109lA]
HAEo|A&2 Z+7 R(1) = 0.003, R(1) = 0.03 &z R(1) = 0.120]2} d}A}
Mertono] AH-& 128 (1)o o3 d=AEe] 19 649 184 Ul 19 645
a97] Y8 the MATLABEZZ 12 MertonYieldl0l.m< 2 8§ &} 2},

% Filename: MertonYield101.m

% Programmed by CBS

clear all, close all
tt = 1; barTT = 26;
delta = 0.001;
= linspace (tt+delta,barTT,2000) ;
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tau = TT - tt+delta;

%

aa = 0.02;

beta = 0.06;

Rt003 = 0.003;

Yield00O3 = Rt003 + 1/2*aa*tau - 1/6*beta”2*tau.”?2;
Rt03 = 0.03;

Yield03 = Rt03 + 1/2*aa*tau - 1/6*beta’2*tau.”2;
Rt12 = 0.12;

Yield12= Rt12 + 1/2*aa*tau - 1/6*beta”2*tau.”2;
-0.15:1/200:0.2;

xref = 1.0*ones(size(yref));

% 2-D Plot

plot(TT,Yield003,'k-.", TT,Yield03,'k', TT,Yield12,'k--'xref,yref,'k:")
legend('R(t) = 0.003','R(t) = 0.03",'R(t) = 0.12"'location’,'NE")
axis( [ 0, 26, -0.15, 0.2] )

ylabel(‘“#bf{Yield}', 'fontsize',12), xlabel("Wbf{Maturity T}','fontsize',12)
title('Wbf Yield Curve of Merton Model','fontsize',12)
text(1,-0.154,'t")

saveas(gcf,'CIRyield101.png’)

yref

% End of Program

% 64904 &
H2g5rt ohun w
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A74 Vasiceko] A& 5.3

71. 23

.n.z

o g etel Yabi= F9 BAEe) FE
] §_Iq_ ;7_3114. Q_OHA ZJ/H;QK]- tq]_r_oﬂ 1 5:1: ]_

o)A F2F1 A ko
A
A 3t7] 984, Uhlenbeck & Ornstein (1930)0] =9¢13 &34 o)

o=

ofgitt. oleld A2

Ornstein—Uhlenbeck @A o] t}. Vasicek (1977)& dEo|xA&7A {(R(u)}7} tH&

StE 0| B A8 w3l Ornstein-Uhlenbeck ¥4 o] g} a1 714 1=
HEZol A& E S Attt

dR(u) = [a— bR(u)ldu + BdW(u) (7.1)
o714 {W(u)}= Brownes°li, a(®>0), bO> 0) O 0)= FFE°|th
Vasicek©] A& 2 d (7.1)o A= Atz WHEsAo] ofd Adjs WEsAol g
frolstet.

Ito-Doeblin®. 24 2] & o] &a|A FEuELA2] (7.1)S 29, th3 2o

Re) = e {RO) + %[ebf—llwf’eb"dW(u)] (7.2)

0
o2 2o A"t

E( [ emamin) = o (7.3)
T3 Ttod o SAEA 9aA, th 2 Ee] Aye.

E(foeb”dW(u)>2 = fotE(eZb”)du = %[62“—1] (7.4)
21 (7.2)-2 (1.4)°] 8)A, s 250 A He

ER(t) = e {R(0) + A[e¥—1]) (75)

2

Var (R(£)) = $5[1— e 2] (7.6)
2 (7214 & = %ol AEAE R(H)E AFEEES Wt

o] AFEEAA & F U5o] AEoxE R(H)7F 571 2 FEo
F(H)olth. wEkA, Vasicekol AHE R o] dEo|x&9] FAE5AS YEdt L
7t AL @ Aot} 3k Chan & Karolyi & Longstaff & Sanders
(1992)= AZEXHS T3 dEAE RO (EU) HEA o
Vasicek©] A& E G A 7t 8= AAY F571 obd R(H)9 S84 e
B, a8y, o]y o o] ¢gJ&o|x EF3&al, Vasiceko| A& RS o+

d5el U8
ety el WEolAEHYL YeiE RYor 45 ol gHr)



o A& A BT ATF et A sta, vs GEWSTE Ykl

Weu) = W(u)+ru, (u20) (7.7)
A7 (Wl eE JETHIESE Q oA BrowndFo|t}.
(7.0 tidstd, VasicekolAH&R o] 3 FEMEHAREA S A=

dR(u) = [a— bR(u)ldu + B[dW%u) — rAdu] (7.8)
S S Aok

R = 4la—p2] (7.9)
2 (7.8)3 2 (7.9 4 & o 3% 9], Vasiceko] &} e ts dEn|EHAgAs

dR(u) = b[R— R(u)ldu + BdW®(u) (7.10)
, A5 g Ru)e AT HIEEZSE Q dlolA % Ornstein-Uhlenbeck ¥4 <

A (71004 & = Aol dEOIAEAA (R(w)) o] THEAS
JAFTHEESE @ oA Brownss (W9 u)}E o] &3 stEn|EHA2] o7

ol

= =
b, o] sEmRggAe] FAASE 00 obUvh =@, 4 (D)% 4
Z

(710004 & = 3%ol, a/bet R+ 44 ARGESE P AT HITESE
Q ol AEolAEHNH {R(u)rel Hif 3|94 (mean-reverting level) ]t}

E’-—’F B rolth wEbA, A (7994 & F XKl IARFGESE P sl A
AT AETHIESE Q oA Fd3|AFgTRY Ao =, v o]
ch=leia=

R < % (7.11)
(dlAl 7.1) 2 (7.10)¢] Vasiceko]AF&E G A EFEo] tha2 Zohal sk},

R=0.07, b=0.21, B =0.06 (D
=, U SErEHAAS ARt

dR(u) = 0.21[0.07 — R(u)ldu + 0.06d W9 (u) (2)
a9 7.1 AEFTHISESE Q ol AEolAEAE (R(uw)}o] XA EE0]

a9 e a9 715 a287] YsiA o MATLABEZ=Z 19
VasicekSpot10l.m< 2 3 3} }.

% Filename: VasicekSpot101.m
% Programmed by CBS
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clear all, close all

rng('default’)

% Mt = NO of subintrvals of [t,T];

clear, clf

tau = 30; Mt = 500;

sqtau = sqrt(tau);

Deltat = tau/Mt;

sqDeltat = sqrt(Deltat);

ttTT = Deltat:Deltat:tauy;

% make sample pathes

b = 0.27;

beta = 0.06;

tildeR = 0.07;

tildeRR = tildeR*ones(size(ttTT));

Rvec003 = 0.003*ones(1,Mt);

for tj=1:Mt-1
zz = randn(1,1);
Rvec003(tj+1) = Rvec003(t)) ..

+ b*( tildeR - Rvec003(tj) )*Deltat + beta*sqDeltat*zz;

end
Rvec03 = 0.03*ones(1,Mt);
for tj=1:Mt-1

zz = randn(1,1);

Rvec03(tj+1) = Rvec03(t)) ...

+ b*( tildeR - RvecO3(tj) )*Deltat + beta*sqDeltat*zz;

end
Rvec12 = 0.12*ones(1,Mt);
for tj=1:Mt-1

zz = randn(1,1);

Rvec12(tj+1) = Rvec12(t)) ..

+ b*( tildeR - Rvec12(tj) )*Deltat + beta*sqDeltat*zz;

end

plot( ttTT, Rvec003,'r' ttTT, Rvec03,'k-."ttTT, Rvec12,'b--', ..
ttTT tildeRR, 'k:")

legend('R(0) = 0.003','R(0) = 0.03''R(0) = 0.12",'location’,'NW")

text(-2, 0.073, '0.07")

title("Wbf Vasicek Spot Rate','fontsize’, 12)

ylabel('R(t)"), xlabel('t))

saveas(gcf,'VasicelSpot101.png’)

% end of program
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72. ZAA7}A]
7Aool TRl el AF ol FAATEA B(r, T Y
B(t, T) = E%e 1+ D) (7.12)

A7)M I(s0 = [Ru)duolth. 2 (112)% o] &3I4 ZAANA Bt T) 2

Axkslz] 1M, A I, THE Artstrl = shat.

[FA 7.1]1 2 (7.1)¢] Vasicekol AF& X G ol disl|A], zt ([0, TDoll d3l] ths
o] A Ay,

It T)=[T—¢tIR + + {1 e MT-WR(t)— R]

+ %LT{I —e HT=Y gwe(v)
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(1) Ito-Doeblin® 24 2| & AL-&3lA, &

2ee o & A

R(u) = R+e RO ~RI+p [ e = Iame(y)
21 (Dol oA, b AlEo] A"t

It T) = ftR(u)du = I+ I+,
AANA I, L el IE 77 ohga k.

T

L= [ Rdu
T

L= [ e " O[R(t)—~ Rldu
t

js LTB ftue_b[”_V]dWQ(V)du
s el AEEs 444 & F Aok
L= [T—tIR
L= L{1—e "7 DR(t) - R]
T3 vE AEo] dEEth
I, = BL ftue*b”edeWQ(V) du

= BfoTe_b”eb"dudWQ(V)

= & [Tli—e - Mawe(y)
o714 F WHA 535 Fubinigd ol oA A A3}
25 (6)-8)= 2 29 "dstd, 93t 234E =0
71904 & 5 dxol, AIH el ARAFY FOF FAAH
SRRk Q FolA ATFRES WEn w3, 08 450 4
m(e, T) = E9I(t, T))
— (TR + £ {1—e " IR(t) - R]
wWt, T) = Var Y(I(¢, 7))
L e~ MLT-21)2
2 f Ydz
%f [1—92e bT-214 g-2007-21] g,
— B oHT—t]+de M7 0 2 T-0_3)
2b3
21 (7148 ZAFEA v, D)= W7IAH T A3 ¢ Z4zto] ol
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(1)
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(7.14)



v = T—¢to] o9&t webA, wo) = vt Dk F7]18kAE tha 2ol Ay

(1) = 2137;3[4671" —e "4 2bt - 3] (7.15)

21 (712)-2) (7.14) 1830 BA 45104 & 5 Aol wrIA - el T2l
srolAle] Al oA 7FA B T)E THe R 2k,

B(t,T) = exp(—m(r, T)+ 7‘/(1)) (7.16)
e HES s

C(r) = L1—e *] (7.17)

A(D) = [t = CDIR = § w(x) (7.18)
2 (7.13), 2 (7.14), A (71713 4 (7.18)°] 93l A, th& o] g

—m(t, )+ + (1) = — A1) = C(OR(D) (7.19)

2 (716)F A (7.19)9] o8 A, w7 A" T &g A" oA 71
B, 17 e AL 5 ¢ 5 Ak

B(t, T) = exp(—A(x)— C(1)R()) (7.20)
714 ps} RS AFE0lL T W)= A o] A%
A& AZE o] ARA FEolth webA, AlH MW BE WA Sl o
SlA 7R Eo] ek daet

o A 5ol AR Attt

O_I.4
2(—[4
ol
)
d
ftl
Q
S

et

IiLnOV(r) =0, lim (1) = o (7.21)

lim C(x) = 0, lim C(x) = lb (7.22)

11@0/1(1) =0 (7.23)
21 (720)-2) (7.23)oA & 4 %o, bt o] A Hst

1113)3(@ T =1 (7.24)

21 (7200914 & & Aol the AEo] Y,

Bp(t,T) = — C(x)B(,T) < 0 (7.25)
21 (7.25)S 2 (43Dl diYdsid, ths s derh

dB(t, T) = R(t)B(t, T)dt — BC(t)B(¢t, T)dW®(¢t) (7.26)
=, Vasicek®| AF& 2o o]t sl aj7tx] o] WHEAdS 50|t}
(Al 7.2) oAlA 7.19] Vasiceko| A& R Fol| A EFE2 b2 2}

R=0.07, b=0.2l, B =0.06 (1)
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=, the sEm g Ao Aga

dR(u) = 0.21[0.07 — R(u)ldu + 0.06dW9u)

(2)

ANA t= 194 dEo|x&o] Z+Z R(1) = 0.003, R(1) = 0.033 R(1) = 0.12°]

3| FE= kel =r A

shOl=r A {B(t,t+1) 10 <t <24}S 19 Aol 19 72¢. 19 725

g7 gailA S MATLABZZ 13 VasicekDC10l.m< 2l 83 52}

% _________________________________________________________________________

% Filename: VasicekDC.m

% Programmed by CBS

% __________________________________________________________________________

clear all, close all

% Define functions

w = inline('beta”2 / 2 / bA3 * ( 4*exp(-b*tau) - exp(-2*b*tau)
+ 2*b*tau — 3)''beta’,'b’,'tau’")

% Caution: v should write in one line

CC = inline('(1 - exp(-b*tau))/b','b’,'tau’)

AA = inline((tau - C)*tilR - 1/2*v''tau’,'C','tiIR",'V")

%

tt = 1; barTT = 25;

delta = 0.00071;

TT = linspace(tt+delta,barTT,100);

tau = TT - tt;

%

b = 0.21;

beta = 0.06;

tilR = 0.07,

%

v = vv(beta, b,tau);

C = CC(b,tau);

A = AA(tau,CtilRV);

Rt= 0.003;

%

BtTO03 = exp( -A - Rt*C);

%

Rt = 0.03;

BtTO3 = exp( -A - Rt*C);

%%

Rt = 0.12;

BtT12 = exp( -A - Rt*C);

%
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xref = 1.0*ones(size(yref));
% 2-D Plot

plot(TT,BtT003,'k-.", TT,BtTO3,'k', TT,BtT12,'k--"xref,yref,'k:")

legend(R(t) = 0.003''R(t) = 0.03"'R(t) = 0.12','location’,'SW")

axis([ 0, 26,0, 17)

ylabel(#bf{Bond Price}','fontsize’,12), xlabel(‘#tbf{Maturity T}, 'fontsize’,12)
title("Wtbf Discount Curve of Vasicek Model','fontsize’,12)

text(1,-0.03,'t")

saveas(gcf,'VasicekDC101.png")

% End of Program

Oy = m o

Oy 72004 & 5 %], dEoAE R()E AAATIH, FEVZE o7}
0oz FHE u B(t,t+u)v AT 19 FHSY. o2& R(r)7}
aAE A e} s, #IEV|ZF 1 7F 0082 FHEH B, t+1)E FE 12
A F ol 1o 4= 3} [ |

Discount Curve of Vasicek Model
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| B — R(t)=0.03
ook N\ « —— R()=012 H

05+ a T

Bond Price
7
7

0.4r Tl =

03 T o
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[19 7.2] Vasiceko] A& Rl o]k sl I
(A 7.3) AEIAE R(u)7F 2 (7.1)¢] Vasiceko| AH& RS mpEthal 714 kA

%, dgo1AE R(w)® A5 g 2rha sl
dR(u) = [a— bR(u)ldu + pdW(u) 1)
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ANA (W(u)+e ARIFEZE Po 3 Brownd
ol xt&1gd el AlF7FAl A7 A Ak A

offt
o
ks

(o]

°
2
>
N
N
o
5%
S
o

2 (423)ell 4 & = o], o] Vasiceko| A& RE S wE = A A4
tollM 7M. B(¢, 1) = £(¢,R()= Y A4S 53
{[a— bR(t)] — BAMR(,R(8)) + £,(t, R(2)) @
+ 4B (£, R(0) = R(L (£, R(2)) =
wg, wrlzde tgd g,
B(T,T) =1 3)

d A 227914 tE Hull-Whiteo| AHEE 8N A, a(u)7} A4 aoll b(u)7} &
bol®H Vasiceko] A& 538 (1)o] v} whelbA, oA 2279 A3= 2] (2)9 4 (3)
A&3kd, Vasicekol AH& g (Dol o3 AAN7MA7F B&3 23S & 5 A

— bt _ bt ]2
B T) = (ig[k—k(t)]—rp—%[%]) (4)
o] 7|4 k& th&I 2t
. a _ B, _B
R p-pr= ©)

dE Sof, dEojAgo] ALE ph= 0202 Hit —Z = 0.072 A=

o2 AztsRA) wa olAse] Atd MEAL g = 0.060F A A @F
qga7) geNE, olAgA bl AGTA Best) e Ao Addim

—R(t) = —0.1op (6)
A7IM up ope FAAIIRA Y FAAFE} GAbA ol 2 (6)o oA,
ojxb& 3o AT = vt ZETh
A, = —0.10 (7)
o] RFEg AREEIA, 4 (Do EAAZIA B(,, T)E ALE 4+ vk 1H
44100 o] &= (B, THy7F 184 vk 2¥ 735 287] A o
MATLABZ 2 13 VasicekDC102.m< A 3 5} 2}

% Filename: VasicekDC102.m
% Programmed by CBS

clear all, close all

% Define functions

CC = inline('(1 - exp(-b*tau))/b','b",'tau’)
%
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tt = 1; barTT = 25;

delta = 0.0007;

TT = linspace(tt+delta,barTT,100);

tau = TT - tt;

%

tildeR = 0.07;

b = 0.21;

beta = 0.06;

a = b*tildeR

lambda = - 0.1;

hatR = a/b - beta/b*lambda - (beta/b)*2
%

C = CC(b,tau);

dum1 = -hatR*tau - beta”2/4/b.*C.*C;
%

Rt= 0.003;

BtTO03 = exp( (hatR - Rt )*C + dum1 );
%

Rt = 0.03;

BtTO3 = exp( (hatR - Rt )*C + dum1 );
%%

Rt = 0.12;

BtT12 = exp( (hatR - Rt )*C + dum1 );
%

yref = 0:1/100:1;

xref = 1.0*ones(size(yref));

% 2-D Plot

plot(TT,BtT003,'k-.", TT,BtT03,'k', TT,BtT12,'k--"xref yref, k:")
legend('R(t) = 0.003''R(t) = 0.03'R(t) = 0.12','location’,'SW")
axis([ 0,26, 0,17)

ylabel(#bf{Bond Price},'fontsize',12)

xlabel('Wbf{Maturity T}','fontsize’,12)

title("Wbf Discount Curve 2 of Vasicek Model','fontsize’,12)
text(1,-0.03,'t)

saveas(gcf,'VasicekDC102.png")

% End of Program
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b
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(oA 75) FF37IZkel (> 0) Aol thajA AlF oA 7] o] A& (long
interest rate) L(£)E v o] A ols)A}.

L(¢) = —%1n3(t,t+¥> (1)
7t s eoll diEA, B Aol Ayt

L(t)— L(s) = %lnB(s,s—i—?)—%lnB(t, (+7)

= L[~ 4G~ cCOR®I-[-AG) - cCCOR@Y 2)

- %?)[R(t)—fe(sﬂ

o714 A HA T3+ 2 (Do

| oJslA, 28l F+ HA s 2
Ay}, wEba], Vasiceko] AF& 5

2]
o AE Ao A& A ZFAEZY)

[L(t) = L(9)]t @7]ojA& o] AL = [R(1)— R(s)]= 338kl ot 53],
[L()— L(O)]e} H7]oja& o] Az [R(1)— R(0)]= Hddasta
&9

o]t Ay} Vasicek®|AHEEY & U] oty oz 181K o] &7]ojx}
d@ol wrlol4ge fPneh Aks NS WIHA Rehn g2 gvd
UF FHL TR AN, BROIAE

B2 (7.27)
_ .= b
= BZ [1 22 ] — ISZCZ(T)
A() =[1—e "R - %CZ(T)BZ (7.28)
C'(t) = e Ir (7.29)

4 (720914 & F QFol, FAAAA B, T WAAR Tl A
AL0Rbseith meb, HEolAe F(hD)E the AES REGT

= A(T—+ C(T—0R(t) (7.30)

7b[T7t]]2

2b*
714 A WA T3= 4 (333D A, F WA so= A (7.2000] o8, Il Al

— (1-e-uT-yg- prll=e +e MTTIR(e)
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WA s34 (7.27), A (7.28)3 A (7.29)0 2leiA -3tk A (730014 & < 1ol

Arolag F(t, T dECIAE R(1) 9 1AgHolal APEEE wEth

A (1203 4 (7.30)0014 & = Aol d=olaks F(s, o] FAIRS pol #%

— —pC¥1) = — B le"—11%<0 (7.31)

, AEolats F(t, D)= o fastsolth A (7203 2 (7.30)0] 9JaiA, th=
_‘|

o H U

F(LT) = [1—e "]R— %c%)su e P R(t) (7.32)
2 (7.32)4 & 4 Aol T Aol A

1i£nOF(r, T) = R(t) (7.33)

=, FEZIE o7 0ol ZHbe-E, A EolAbE F(t, T+ 00l R(¢) ol =3k}, 2
(7.32) A & 4 Ax%o], b5 Aol Az},

2
lim F(t,T) = R — % (7.34)
=, 7 127 ofF Ao E, ARo|RE F(t, T W4tk A] a1 H3it

A (7.32)0l M & = ko], AdrelabE F(e Dol W fldeTdetE=S

H
D

oF(t, T)
oR

wetA], AEolzts F(t, T RO wxZF71grolth. 4 (7.35)d4 & & o]
kS Aol A #3k,

oF(¢t, T)

=1l—e >0 (7.35)

yLnO o =0 (7.36)
5, JEZIZE o7 00l 7M7), Had AT R A2 W digh AEojaks
F(t, 79 W3z mudtch 2 (7.35)04 & 4= 95xo], v} 2lo] A g3}

- AF(t, T) _

}Enooiap 1 (7.37)

%, WE/ZE b o F AAW, B AFE Re) AL waFe Amelxs
F(1,7)¢) WEhge o= v e,

f

21 (7.32)o14 & 4 5ol Axolzxs F(¢, Dol gk dEo)xa& R(¢) 9
de o 2}

85‘;71-(})7‘) — efbt > 0 (738)
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AR,

. OF(t, T) _
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A (7.35)9F 4 (7.38)o1 M & 5= A5ol, o= Aol dyd

OF(¢,T) _ |  oF(¢,T)
oR L= —5rH (7.41)
=, ﬁtolx}% F(t, D)ol 3t AdTHIESE @ dlollA HTs| AT RO
Ady AEo|AE R(r) 9 FegFS A= v Wgko|t),

gEredAdy (71004 = v 2o

R(T) = R+e T [R(t) — R] +13ftTe*b[HldW0(v) (7.42)
2 (742)01 4 & 4 Aol tha Aol 4y

EYR(T)) = e "R(t) +[1—e IR (7.43)
2 (7299 A (7.32)5 2] (743)° diYgstd, g As A=k

EAR(T) = F(t, )+ +v'(x) (7.44)

A (TanNA SEel wA g vin0/28 AR g F(LDY SlPze Yo
198 4 otk &, WaAAR 7oA Aol R(DI Avighe AR colA
B9 ARelAe A1) o ABEANAL & & Aotk 4 (72004
F %o, AxolAs F(4,1)9 9 ﬂ% V()28 REZE 19
gl Aol WEY pol FAFFOIL 4 12D & F YRl
& AEol 4wk
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5
=

ooy 2 ru&
N
N
o

11Ln v(1) = 1gnm%v'(f) - (7.45)
webA, ZEZZE o 7F 0ol FEEH, AEoAE F(t, 1) ¢
vi(1)/2& 082 FyEgt v, k&7 17} ofF AA

g Br/ept]el

£ i
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o
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(Al 7.6) oAlA 7.19] Vasiceko]| A& Fol| A EFE2 b2 2T}
R=0.07, b=0.21, B = 0.06 (1)
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0 0.06dW9(u) (2)
2} (745)01 4 & = o]
ezl g gtol FEun
B° — 0.0408 3)
£ 0.

A =19 dEolA

_‘>i
i
A
)
a

o
ol\
N
N
pis?
2
=
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o
k1
o
D)
o
lo

$o] Z+7 R(1) = 0.003, R(1) = 0.033 R(1) = 0.129]
sl AzoAE&a4aS 28 Fo] 19 74o|ty. 19 745 12]17] S&)A
& MATLABZ 2712 VasicekForwardl0l.m< 2 8 5},

% Filename: VasicekForward101.m
% Programmed by CBS

clear all, close all
% Define functions
CC = inline((1 - exp(-b*tau))/b','b','tau’)

%
tt = 1; barTT = 25;
delta = 0.0007;

TT = linspace(tt+delta,barTT,100);
TT1 = linspace(0,barTT,1000);

tau = TT - tt;

%

b = 0.27;

beta = 0.06;

tilR = 0.07,

%

C = CC(b,tau);

%

Rt= 0.003;

ForwardT003 = tilR*b*C - 1/2*beta”2*C.*C + Rt*exp(-b*tau);
%

Rt = 0.03;

ForwardT03 = tilR*b*C - 1/2*beta”2*C.*C + Rt*exp(-b*tau);
%%

Rt = 0.12;

ForwardT12 = tilR*b*C - 1/2*beta”2*C.*C + Rt*exp(-b*tau);
%
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-0.7:1/100:0.13;

xref = 1.0*ones(size(yref));

yref2 = tilR - beta”2/2/b"2

% 2-D Plot

plot(TT,ForwardT003,'k-., TT,ForwardT03,'k', TT,ForwardT12,'k--, ...
xref,yref,'k:',[0,25],yref2*[1,1])

legend(R(t) = 0.003''R(t) = 0.03"'R(t) = 0.12','location’,'NE")

axis([ 0, 26, 0, 0.13 1)

ylabel(“#bf{Forward Rate}','fontsize’,12)

xlabel("Wbf{Maturity T}, 'fontsize',12)

title('Wbf Forward Rate of Vasicek Model','fontsize’,12)

text(-2.5, 0.029,'0.0292")

text(1,-0.03,'t)

saveas(gcf,'VasicekForward101.png’)

yref

% End of Program
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o] A A= Vasiceko] A& R3] deMo| s A B, B7)Ad 72

sklafl o] A tollA A== o
Rt T) = —ilnB(t, )

[A(1)+ C(1)R(t)] = 1 [m(t T)— fv(r)]

1

T
7|4 F WA SEe 2 (7.20090 oA, 1E]a wh et
SsiH e 4 (746004 < F o], A4 row

(7.46)

TEe A (7190

AEolzbE R(t) 9 1xgHrolth. Wt A, Vasiceko] A& 28 &
ol#l d =1 (affine-yield model)o]t}. H3t A= R(t, TE AMEXEE WET}
A ZERZE [, T1ol A dZola&9 Hd R v 2
= L ("ri)du = L1t ) (7.47)
T t T
AR A ARPF FoF R A9, RE AFELE ohEoh £9,
ZARHEN ZARERE 27 Oga 2}
EAR) = LEU ) = Lm(e, 1) (7.48)
Var 4(R) = %Var (L, T)) = %m) (7.49)
21 (746)7 2] (7.48)°] & A], ok 2lo] dHgtt.
EXR) = R(t, T)+ 59— v(x) (7.50)
A (750004 $Rel T oA 3 A= RS ARz ndolgn &
At o] AF=ZHMA v(v)/[27]1S T HEE TS
%T Var A R) = %V(T) = 41)32 [4e =" —e %" 4+ 2b1 — 3] (7.51)

7| A WA TEE 2 (7490 &M, 28 F HA

oM g F et

(WA 7.2]1 3 C(o)/re= o FoAHdadaola, ts 4

tim €L = gim €0
-0 T 100
EF, W)/t 19 FYFRFlIL, e HES WE
2
lim A% — ¢, fim XD - B
—0 T— 00 T b
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(TH) 2 (7129014 & 5 dxo], C(r) = e ot WebA, C(1)= 19
Yol agarola, C()= @9l oBgrolth ek, 4 (0,0 A
(t.C(NE Sl& A4 71710 C()/+E 9 Fojtastsoltt
L'Hospital 4 #lo] lalAl, ohe A5e] 4 st

it

. C(r) _ o1l l—e ™ _ 1, _
113)7_[ = 11210 5 1 bb— 1 (1)
fim %T) =0 (2)

4 72D & & AFel, vio) = pill-e nP/polth WA, B
qEol 4yt

v'(t) = 2%—22[1—6'_1"]1)6_[" >0 (3)

=, (o) gEsdeet mEbM, A 0, W03 A (1, v(0)E = A4l
71&710 w0/t o FeFFagaolth. L'Hospitald 2ol 2] 8] A,

the AEel HHdt

2 —bt _ L, —2bt _
limV(T)zlimB34e e +2bt—3
=0 T >0 2b T
2 _ o, bt _ o —2bt
= g il A e @
52
= _W[4b—2b—2b] =0
lim v(t) _ lim B2 4e rr—e 4 9pr—3
3
T—00 TZ 100 2b2 T (5)

Q.ED.
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745)9k A (1.52)o4 & & SU5wol, A=ojats F(t, 1o Hd=Zgr 9

2 (75003 A (752)014 & 4 dxo], d= R4, T)7F U HES
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o RHEUTF 2t}
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WA 729 A (159914, e AEel 4UEE ¢ + Ak

. OR(t, T) _ . OR(t,T) _

i “ar(e — b MM Trtn” =0 (7:56)

(oAl A 7.7) oAlA 719 Vasiceko] A& E M E4E5S v 2

R=0.01, b=20.21, p=0.06 (1)
=, U GEVERAE Aol AHeta skt

dR(u) = 0.21[0.07 — R(u)]ldu + 0.06d W9 (u) (2)
2 (7.53)0ll A & 4= Aol v A Eo] A He

lim R(¢,T) = R~ 213—;2 = 0.0292 (3)

ANA t=19 dA&Eo|xEo] Z+ZF R(1) = 0.003, R(1) = 0.033% R(1) = 0.12°]
le) [e]

% Filename: VasicekYield101.m

% Programmed by CBS

clear all, close all
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% Define functions

w = inline('beta”2 / 2 / bA3 * ( 4*exp(-b*tau) - exp(-2*b*tau)
+ 2*b*tau — 3)''beta’,'b’,'tau’)

% F2|: we o EE2 MofgtL| Tt

CC = inline('(1 - exp(-b*tau))/b','b’,'tau’)

AA = inline((tau - C)*tilR - 1/2*v''tau’,'C','tiIR",'V")

%

tt = 1; barTT = 25;

delta = 0.0007;

TT = linspace(tt+delta,barTT,100);
tau = TT - tf;

%

b = 0.27;

beta = 0.06;

tilR = 0.07,

%

v = vv(beta, b,tau);
C = CC(b,tau);

A = AA(tau,CtilR,v);
Rt= 0.003;

%

BtTO03 = exp( -A - Rt*C);
Yield0O03 = - 1./tau.*log(BtT003);
%

Rt = 0.03;

BtTO3 = exp( -A - Rt*C);
Yield03 = - 1./tau.*log(BtT03);
%%

Rt = 0.12;

BtT12 = exp( -A - Rt*C);
Yield12 = - 1./tau.*log(BtT12);
%
yref

0:1/100:0.13;

xref = 1.0*ones(size(yref));

yref2 = tilR - beta”2/2/b"2

% 2-D Plot

plot(TT,Yield003,'k-.", TT,Yield03,'k', TT,Yield12, 'k--"xrefyref,'k', ..
TT,yref2,'k:",[0,25],yref2*[1,1])

legend(R(t) = 0.003''R(t) = 0.03"'R(t) = 0.12",'location’,'NE")

- b4 -




axis( [ 0, 26, 0, 0.13 1)

ylabel(“bf{Yield}', fontsize',12)

xlabel(‘Wbf{Maturity T}, 'fontsize’,12)

title('Wbf Yield Curve of Vasicek Model','fontsize',12)
text(-2.5, 0.029,'0.0292")

text(1,-0.0154,'t")

saveas(gcf,'VasicekYield101.png")

% End of Program
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A8 Hull-Whiteo] A& 5.8
81. 23

Vasiceko] A& RS g3t 235 T2 3yh7F Hull & White (1990)9
o3 AMANE AEo|AE&EFHo|t}h o] Hull-Whiteo] A& R oA & E o] A&7 A
(R(u)}o] =AEANL t}S3 7t}

dR(u) = [a(u)— b(u)R(u)ldu + B(u)dW(u) .
714 a(u)> 0), b(u)O> 0)9 B(u)( 0)E A% H (deterministic) 35 0] L,
(W) lu=0le AAFTHFESE Q 3ol BrownEo|t} L3 2

R0) > 0°] Ayatta 71Askx. 9@, Hull & Whitex b(u)E A4 bt
7} sk Tk

o
ol

(A 81) th SEwnEWAg2AS wol= Hull-Whiteo| A& 28-S Ay H A}
dR(u) = {[0.015+0.005e ~*#“] - 0.21R(u)}du + 0.06 d W?(u) (1)

A7V AW« u)lu=0}e AFFTEGESE @ 3ol A Browneso|th.

a9 819 dEIAEAA (R(u))e] FEAZEC] 184 Ak 19 818

a8]7] 9 Y MATLABX = 13 HWspotl0l.mS A & 3}h2}.

% Filename: HWSpot101.m
% Programmed by CBS

clear all, close all

rng('default’)

% Mt = NO of subintrvals of [t,T];
tau = 30; Mt = 500;

sqtau = sqrt(tau);

Deltat = tau/Mt;

sqDeltat = sqrt(Deltat);

ttTT = Deltat:Deltat:tay;

% make sample pathes

b = 027,
aa= inline('0.015+0.005%*exp(-0.21*t)",'t");
beta = 0.06;

Rvec003 = 0.003*ones(1,Mt);
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for tj=1:Mt-1
zz = randn(1,1);
Rvec003(tj+1) = Rvec003(t)) ..
+ (aa(tj) - b*Rvec003(tj) )*Deltat + beta*sqDeltat*zz;

end
Rvec03 = 0.03*ones(1,Mt);
for tj=1:Mt-1
zz = randn(1,1);
Rvec03(tj+1) = Rvec03(t)) ...
+ ( aa(tj) - b*Rvec03(tj) )*Deltat + beta*sgDeltat*zz;
end
Rvec12 = 0.12*ones(1,Mt);
for tj=1:Mt-1
zz = randn(1,1);
Rvec12(tj+1) = Rvec12(t)) ..
+ (aa(tj) - b*Rvec12(tj) )*Deltat + beta*sgDeltat*zz
end

plot( ttTT, Rvec003,'r ttTT, Rvec03, 'k ttTT, Rvec12,'b’)
legend('R(0) = 0.003','R(0) = 0.03"'R(0) = 0.12",'location’,'NW")
title("Wbf Hull-White Spot Rate','fontsize’, 12)

ylabel('R(t)"), xlabel('t")

saveas(gcf,'HWspot101.png")

% end of program

o] FEAREL ZVIAIH t= 14 ENAEELS 747 R(1) = 0.003,
(<3}
A

R(1) = 0.03 281 ) = 0.120]t}. 18 8104 & &
Hull-Whiteo] AF &2 &l 23t HEo|A&L (-)o] E 4 At} o] #H 3k HollA
Hull-White©o] A}-& 5. & < B2yolgl 3 4 gtk |

15l
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Hull-White Spot Rate

0.5 : .
R(0) = 0.003

6.4 R(0) = 0.03 il
R(0)=0.12

03+ 8

dr r..f f A w1

! i,m | 'ﬂu{ v

uu

Hi 1

03 ‘ : ‘ : '
0 5 10 15 20 25 30

t
[2¥ 8.1] Hull-Whiteo] AH-& 2 o] dEo|A&
= S5 A YshAk
H(u) = fo"b(s)ds (8.2)
g &g 81 v 2ol & F Utk
e1WdR(u) + e *p(u)R(u) du
(8.3)
= e g(w)du + e "B (u)dWu)
21 (83)°l] Tto-DoeblinE %4 e A3, S 28 A=t}

d(e™R(u)) = e™a(u)du + e ™ (u)d W9 u) (8.4)
2l (84 & & Qo] FEvENAY (819 A= v

R(u) = e HITHOR(L)

(85)
—HW| (Y Hs ¢ H(s) Q
+e [ft e %3 (s)ds + f: e 3 (s)d W9 (s)

2 (85)ANA & & Axol, AEo|AE R(u)T AAEEE WEL =,
Hull-White®] A& 28 S 2= AZo|xE&0] §9 #4S 2S G52 dFolt
T3 A (85)ollA & F Ukl Zb u(= ol A Tt Ao Ay

E9UR(u)) = e—H<">+H<f>R(t)+e—H<">feH<s>a(s)ds (8.6)
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21 (85)¢} TtoA &9 S A A (85 oafA, t}S& 2o A A3t}
Cov 9(R(u),R(v)) = e’H(“)’H(V)fmeZH(S)BZ(S)dS (8.7)

ol 7| u/Av= min{u, v} |t}

A (B5)M & 4 ko], Hh Aol -

T T
f R(u)du = eH“)R(t)e(t)%-f e_H(”)f’eH(s)a(s)a’sdu
t t t

) (88)
+ f e*H(”)feH(S)B(s)dWQ(s)du

71 B e(u) T 2

e(u) = fTe*H“)ds (8.9)
4 EAA & & AFel, [Rudes AFEEE upEe] £d g Aol
A=

E?(LTR(u)du)

= e"OR(De(t) + [T [ Da(s)dsdu (8.10)

T s
= e HOR(He(t) + f a(s)eH(s)f e "Wqyds
t t

o714 F WA SE= Fubinigelol oy Aot E3h v A 5o dHaoh

Var ?(ffR(u)du)
T
= Var 9 | e 7@ | eH98(s)dW9(s)du
e |
= E?([fTeH“’ﬁ(s)fse—H(”dudWQ(s)] )
- f 2H<s>52(5)[f *H(")du] ds
o714 F WAl 53 Fubiniggol &, 28] A HAl 535+ Itod &9
sAYA oA g
we oz Beuy (R [Rudd| e ong ARvEs gam,
TR Os el AHEs & & vk
Cov (R(T) f R(u)du)
— 5 (TR~ BEUR(uD)au[R(T) = EXR(TY)]) a1
! 8.12

- LTE?( [R(u)— EUR(uD|[R(T) — EXR(T))]) du

- LTCOV ?(R(u),R(T))du

- 59 -



2 @N& A 8120 A&, e AS deth
Q — (T —Hw =T [, 2He) g2
Cov (R( T),f[ R(u)du) ft e [ft e B2(s)ds|du (8.13)
Hull-Whiteo] AH& 2 F 9] EFE2 Wad gk Fefolum, o] Ry
AgAot), ek A= g %ol Hull & White (1990)2 SHHAFE 452 =
Ag Absta AR o] 9ol capel FARIIAES AEsHA HtE 5+ v
G et

8.2. &I 7}HA]

A (5.6)M & = kel WAl TR ERlA ] Al ol A FA A 7EA]

B(t, T)= v&3 2th
B(t, T) = E?(exp(—fj]?(u)du)) (8.14)

dEol2A&Rd (R(u))e FEVELAEA BDE ¥ éﬁh Ttootrta 7 o] o,
e, dEol& A (R(u)ie MarkovdAolth =, 2 (814)F T 2ol

25 2= 0]
= T M

B(t, T) = E0<exp<—ftTR(u)du)‘ R(t)) (8.15)

B(t, T) = exp —E;Q(ftTR(u)du + % Var f’(ftTR(u)du ) (8.16)
2 (8.10), 2 (8.11) Zxg]ar 2] (8.16) olaA, ta 2ol A Hetr}.
B(t,T) = exp(—R(t)C(t, T)— A(t, T)) (8.17)
AN Ce, T)9F A(e, THE 747t b5 2ok
C(t,T) = e Ve(t) (8.18)

AL T) = ftT:a(s)eH(S)fsefH(”)du _ %e2H(5)[32(s)[ftse’H(”)du]z}ds (8.19)
AEEES gGA ¢ 5 Aok
o, T) = ft e HO—HS) gg = ffexp(—ftsb(u)du)ds (8.20)

a1 = [ a1~ Lss)cis mlas (8.21)

SRS a(n)9} B(r)+= AZE to] A7 A (deterministic) $HFEol2 =, C(¢, T)9F
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A(t, T)E A7 to] A4 stgEolt). weba], 2+ Al toll A e A1 A
ok (Pske) A7 Eo] GASH AddAA A A}

(oA 82) oAl 81 thE Hull-Whiteo] A& 2 & &
R RS EE

dR(u) = {[0.015+ 0.005e ~ %] —0.21R(u)}du + 0.06d W9(u)

m>~

FA A % o

A7 AW u) lu=0}e AESTHRESE @ koA Brownsolth tHas s

Hya,
b=0.21, a(u) = 0.015+0.005e %, B = 0.06

= pu, e(u) = %[e

H(U) 71]”_671)7‘]

C(t. T) = d—e " "

]lﬁf C(u, T)du = b[T t] 1{l—e‘b[T 1}

I, = ftTe’b”C(u,T)du = %[—ze*b”—e*”u]

Lbe—bT[ T_t]_%bz[e—bT_e—bt]

T
I = ft C*(u, T)du
1 2 1 !
_ —2b[(T—ul _ & _ —b[T—u] _ _L _
<5 € € bZ[T ul
t

%{1_efzb[Tft]}_%{l_e*b[T*t]}_F%bZ[T_t]

A4, T) = 0.0157, +0.0057, — — B,

7% 82¢ Hull-Whiteo] A& g oll o3 &l=Mde] 284 vy 19 825
ael7] 98 B8 MATLABZ 213 HWdcl0l.mS 2 3 3he},

% Filename: HWdc101.m
% Programmed by CBS

clear all, close all

% Define functions

CC = inline('(1 - exp(-b*(TT-t)))/b",'b",'TT",'t")

11 = inline((TT-t)/b - (1 — exp(-b*(TT-1)))/bA2"'b",'TT','t")
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o
I

inline(" exp(-b*TT).*(TT-t)/b - ( exp(-b*TT)-exp(-b*t) )/bA2''b",'TT','t")
= inline(" (1 - exp(-2*b*(TT-t)))/b"3/2 - 2*(1 — exp(-b*(TT-t)))/b"3
- (TT-t)/bA2 ')'b','TT,'t)
% F2|: 13= ot 22 YE{ofgs FstM R
AA = inline('0.015*I1 + 0.005*I2 - 0.5*beta”2*I13",'beta’,'11",'12",'13")
%
tt = 1; barTT = 26;
delta = 0.00071;
TT = linspace(tt+delta,barTT,100);

w
I

tau = TT - tf;
%

b = 0.27;
beta = 0.06;

C = CC(b,TT,tt);

1= 11(b,TTtt); 2= 12(b,TT,tt); 113= 13(b,TT,tt);

A = AA(beta,ll1,112,113);

%

Rt= 0.003;

%

BtTO03 = exp( -A - Rt*C);

%

Rt = 0.03;

BtTO3 = exp( -A - Rt*C);

%%

Rt = 0.12;

BtT12 = exp( -A - Rt*C);

yref = 0:1/30:1;

xref = 1.0*ones(size(yref));

% 2-D Plot

plot(TT,BtT003,'k-.", TT,BtTO3,'k, TT,BtT12,'k--"xref yref,'k:")
legend(R(t) = 0.003''R(t) = 0.03"'R(t) = 0.12",'location’,'NE")
axis([ 0, 26,0, 11)

ylabel(“#bf{Bond Price},'fontsize',12)
xlabel("Wbf{Maturity T}, 'fontsize',12)

title("Wbf Discount Curve of Hull-White Model','fontsize’,12)
text(1,-0.02,'t")

saveas(gcf,'HWdc101.png’)

% End of Program
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Z7IAN A =194 ENAEEL 77 R(1) = 0.003, R(1) = 0.03
a8l R(1) = 0.129]t}.

Discount Curve of Hull-White Model
1 ) ‘ ‘ T——Ro-000
i — R()=0.03
0.9k \\\\ — R(t)=012 H
081 \\\\\ g
07k \\\ \\\ i
Q 06 \\\\ \\\ il
E 0.5 \\\\ \\\\ B
80.4, \\\ \\\\ ]
03k \\\\ \\\ R
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% : & i > =
Maturity T
[72¥ 8.2] Hull-White©] A& 5.3 2] &l
AFHHE SAA7MA 9 SEn|EHAAS FalRAk 2] (8.17)
Ito-Doeblin® A2 & A &34, ths Aol AHEgS & 5 29
dB(t, T) = B(t, T)[—C(t, T)]dR(¢t)
+ B(t, T)[—R(t)C(t, T)— A (¢, T)ldt (8.22)
+ %B(t, T)B2(t)C¢t, T)dt
21 812 A (8.22)0 oA, th& 2] AdHslr.
BT — { (s T — BORD) — L €2t )X o)
—[R(t)C(t, T)+ A(t, T)ldt — C(t, T)B(t)dWO(¢t) .
EANAN7MA B, T)9 AdFTHIESE stell A 7l g dEo|AE
R(t)$9} Zrolof shr}. whd 18lx] ko o] A o= A A o] EAgtt}. upebA,
21 (8.23)l A & 4 dxol, v Aol Ay
R(t) = —C(t, T)la(t)— b(H)R(t)] + %Cz(r, T)B2(¢t)
(8.24)
— R(t)C(t, T)— A, T)

2 (8240)F 4 (823)°] vidstd, v 22 EAAIEA ] FEVZUAHNS

=
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deh

dB(t, T) = R(t)B(t, T)dt — B(t, T)C(¢t, T)B(t) dWt) (8.25)
21 (825)A & 4 o], o] EAArtA ] MEAHLE —C(, 7))ot} A
(82002 714 p(e) > 0o 93, t5 o] AHETS & + Uk

—C(t,T)p(t) <0 (8.26)
%, Hull-Whiteo] AF& 23 o o3t A A 7Fx 2] WHeAd> S50t

83. Azo|x&

2 (8200014 & & o], the Aol AHES &+ Uk
( T

% = exp b(u)du) (8.27)
TH7IAIE Tl A f‘gﬂz‘ﬁﬂﬂ B(T,T)+ 1o]|B= thg A Eo] AHgth
C(T,T) =0, A(T,T) =0 (8.28)

Leibniz§ 2= 4 (82Dl A &3std, th5 Aol AHE= & + Utk

QALT) — ()T, 1) - L pATCHT T)
(8.29)

+ f [H(LI) aC(U T) Z(H)C(IJ, T) 3C(u T) ]d

2 (828)5 4 (8290 tiddstd, v& e A=t

PAGLT) _ ftT[a(u) 0 T) _ 2y ), 1)-2CW D) | gy (8.30)
4 @20 A G300 s, e e A
AL~ [ "Lau)~ p2)Cla, Dlexp |~ [ "bs)ds)du (8:31)
A (8213 4 (631 4 (3337 tigatd, et 2ol Amo|AE  F(t DE
A=
0A(t, T) 0C(t, T)
= a1 o R

(8.32)
= f: [a(u)—BZ(u)C(u,T)]exp(—fuTb(s)ds)du

+ exp(— ffb(u)du)]?(t)

21 (6.32)04 & = o], AEolg F(t, T)E dAEo|xE& R(t) 9 1x8Ho]aL
TEYEE a0 Ao|Ae F(t T)7F Afa¥ol| wt2ug MEojxgo] &9 ks
- o
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(oA 83) oA 814 t}& Hull-Whiteo| A4 &2 F S AHH A = v
SEvEYA A S A HAL

dR(u) = {[0.015+ 0.005e ~ %] —0.21R(u)}du + 0.06d W9(u) (1)
oA71A (W9 u)lu=0le ALTHEESE Q 3dloll A Brownzolth T 459

Ay

b=0.21, a(u) = 0.015+0.005e 2, B = 0.06 (2)
acgfiT) = o bLT—¢] (3)
K= et myd = L—e ) (4)
b= [ Termctu, 1ydu = e-m(2 —17-1) (5)
b= S ryde = Le o ge iy (6)
QALT) — 0,015/ +0.005% — B2, (7)
2] (832)ol - & &= gl&o], Aoz  F(y, D v
_ QAL T) | aC(L T
F(t,T) = 57t s R(t) ®)

% 839 Hull-Whiteo] A& R3] o]t AEo|x}&ardoe] 18 A ok 19
83% 1¥]7] 9siA e MATLAB=ZZ 1% HWforwardl0l.m< A 3 52}

% Filename: HWforward101.m
% Programmed by CBS

clear all. close all clf
% Define functions
dCC = inline('exp(-b*(TT-1)),'b",'TT",'t")

J1 = inline('( 1 - exp( -b*(TT-t) ) )/b"'b",'TT"'t")
J2 = inline(" exp(-b*TT).*( 2/b - ( TT-t ) )'b,'TT"'t)
J3 = inline(" ( exp(- 2*b*(TT-1) )-2*exp( -b*(TT-1) )+1 )/bA2 ''b",'TT",'t)

dAA = inline('0.015*J1 + 0.005*J2 - 0.5*beta”2*J3''beta’,'J1''J2',13")

%

tt = 1; barTT = 26;

delta = 0.0001;

TT = linspace(tt+delta,barTT,100);
tau = TT - tf;

%

b = 0.21;
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beta = 0.06;

%

dC = dCC(b,TT,tt);

1= 01(b,TT.tt); JJ2= J2(b,TT,tt); JJ3= J3(b,TT,tt);

dA = dAA(beta,JJ1,J)2,JJ3);

%

Rt= 0.003; For003 = dA + Rt*dC;

Rt= 0.03; For03 = dA + Rt*dC;

Rt= 0.12; For12 = dA + Rt*dC;

%

yref = 0:1/30:1;

xref = 1.0*ones(size(yref));

% 2-D Plot

plot(TT,For003,'k-.", TT,For03,'k', TT,For12,'k--'xref yref,'k:"
legend('R(t) = 0.003','R(t) = 0.03"'R(t) = 0.12"'location’,'NE’)
axis( [ 0, 26, 0, 0.2 ])

ylabel(‘“#bf{Forward Rate}','fontsize’,12)
xlabel("Wbf{Maturity T} 'fontsize',12)

title("Wbf Forward Interest Curve of Hull-White Model','fontsize’,12)
text(1,-0.004,'t")

% End of Program

Z7IA A t= 1A dEo|x}
R(1) = 0.12°]t}.
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Forward Interest Curve of Hull-White Model
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~— Rt = 0003
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0.18} —- Rit)=042 H
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Forward Rate
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oft

o AEol A& A

[2¥ 8.3] Hull-White®] A& &

84. A=

o] Aol M= Hull-Whiteo] A& g 2] o] s o 2xh qk7] A%
T2l delxle] AAH to]A] = R(s, T)E thed 2ol

R(e,T) = =L mB(t 1) = LA 1)+ (e, DRW] (8.33)

o714 A WA FE= A (3343)0 oA, 18l F WA T A 8179

oA AddEeith 4 (82009 C(¢, TH9F 2 821)9] A(r, THE 4] (833)9
dotd, A1F oA = R, DE etk A 833)0A & 5 Axol, AlA

told A= R(t, T)= dEoIAE R(r) 9 1230ty whebA,

Hull-White©] A& 2 ol d =R ¥ (affine-yield model)o]th. H3H L=

R(t, T)& &2

(A A 84) oAlA 81914 thE Hull-Whiteo] A4 &R ¥ & A B, = S
sEv By A S A HAL

dR(u) = {[0.015 + 0.005e *-2"“]—0.21R(u)}du + 0.06d W9 u) (1)
AN AW u) lu=>0le JFFHIE=ZE Q 3ol A Brownzo|t}l oA 8204
&4 4 %ol vy AEo] At

bh=10.21, B =0.06 (2)
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—b[T—1¢]

o) = = — (3)

L= 4r—t1- Lg—e oy (4)

1 b 2

L= —pe "l T—t]—%[e’“—e””] (5)

L= J{l—e - 21—}y Lirog (6)

oo v v

A(t, T) = 0.015, + 0.005Z, — —%5213 (7)
21 (8.33)0ll 4 & 4= 9o, Hull-Whiteo] AH& 2ol o3 dE=+= th3 2,

R(¢,T) = L1146 T) + C(t, TIR(D)] 8)

a7 840 Hull-Whiteo] A& R & 9|3 d==rdo] a8 A vy, 29 845
187 94 S MATLABEZZ 1% HWyieldl0l.m< 2 &) &2},

% Filename: HWyield101.m
% Programmed by CBS

clear all, close all
% Define functions
CC = inline('(1 - exp(-b*(TT-1)))/b"'b",'TT",'t")
1 = inline('(TT-t)/b - (1 - exp(-b*(TT-1)))/bA2''b",'TT''t")
12 = inline(" exp(-b*TT).*(TT-t)/b - ( exp(-b*TT)-exp(-b*t) )/bA2''b",'TT''t")
13 = inline(" (1 - exp(-2*b*(TT-t)))/b”3/2 -
2*(1 - exp(-b*(TT-1)))/b~A3 - (TT-t)/bA2 ''b",TT''t")
% F=2|: 13= ot =22 YHof SOt

AA = inline('0.015*I1 + 0.005*12 - 0.5*beta”2*13"'beta’,'"l1",'12",'I3")

%

tt = 1; barTT = 26;

delta = 0.0007;

TT = linspace(tt+delta,barTT,100);
tau = TT - tt;

%

b = 0.21;

beta = 0.06;

%

C = CC(b,TT,tt);
M= 1M(bTTtt); 2= 12(b,TT.tt); 113= 13(b,TT tt);
A = AA(beta,ll1,112,113);
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Rt= 0.003; yield003 = (A + Rt*C)./(TT-tt);

Rt = 0.03; yield03 = (A + Rt*C)./(TT-tt);

Rt = 0.12; yield12 = (A + Rt*C)./(TT-tt);

%

yref = 0:1/30:1;

xref = 1.0*ones(size(yref));

% 2-D Plot

plot(TT,yield003,'k-.", TT,yield03,'k',TT,yield12,'k--"xref,yref,'k:")
legend(R(t) = 0.003"'R(t) = 0.03"'R(t) = 0.12",'location’,'NE")
axis( [ 0, 26, 0, 03 1)

ylabel("#bf{Yield}', 'fontsize',12)

xlabel('Wbf{Maturity T} 'fontsize’,12)

title('"Wbf Yield Curve of Hull-White Model','fontsize’,12)
text(1,-0.004,'t")

% End of Program

Z7IA t= 104 dEoAEES 247 R(1) = 0.003, R(1) = 0.03 1&]aL
R(1) = 0.129]|t}. [ |

Yield Curve of Hull-White Model

T
——- R(t)=0.003

— R(t)=0.03
-—- R({)=0.12
025 -
02
=
2 015F
>
01 |
0.05 -
0 | I I L 1
0 ¢ 5 10 15 20 25

Maturity T

[1¥ 8.4] Hull-Whiteo] A}-& 23 o] d=34
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Vasiceko] At R Y& EAAZ dENAERYE T 37t Cox &
Ingersoll & Ross (1985)7} A Al g CIRE & o]}, Vasiceko] A& X3 2}
Hull-Whiteo] At &R G ol A= dEZo|x& R()7F ZF &2 E WETtal 7Fgste =)
A&olaE R(O7F &9 #= 7HE 7hsdol vk Wkl CIRE E ol A
AdEolzbs R(t) 9 FEWFWA AL v F(nonnegative)?l Sl & 2zt 3
AEzol2s R FEZEVF &4 Utk Wb, Vasiceko] A& 2 & 7}
o2 7] 2] 2 CIRO|AFS R & & o] A& W7st FgAEZ 7oz Uy
Abe5 a1 9t} o] CIREE S dubitdo]&8 ulelo 2 3k Aol

FETL (QF, POl Fo¥= n¥ T Brown
{W(u) = [m(u) Wylu) - W, (][ u =0}k o] {(W(u)lell osix A3
AASZHARA (F,lu=0) 283 {F,}—2HA
{x(u) = [x(u) x(u) - x,()] 5 AZeARA, T3 tfS SFEVETH A Eo]

HAgcha 7Hg s,

ofr

dx(u) = =5 x(u)du+ B aw(u), (=12, . n) (9.1)
21 (9.1)3 Ito-Doeblin®. 27 glell a4, z} io sl th3 2ol AHES &
A

50 = exo(~ ot x@+ & [ exp(Lou)aw,)] 92)
rlAE R g A4S BEBTD a4,

R(u) = 2xHa) 9.3)
21 (9.3)el th¥ #Fto-Doeblin .28 2] & 4 &3tH, b3 A5l A9TS &
AT

dR(u) = x|~ Loxw)da + L paw )]+ £ L pau

= —SR(u)du+§[Zx(u)dW—(u)]+ a8® (9.4)

=[5 s rw)]au + v F@® £ x@aw,w)

s LT

) = 3 [ X(”) AV (a) (95)

3534 {x(¢))7} {Ft}—@%O]ELE {(w(t)y= Airgeagdolr) w3t the
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o] 4yt

E(W(t)) =0 (9.6)
o 2Eo] A ¥k

W) = 2 [ Wwydw) + 3 [l ¥ da

t 9.7)
= 2f0 W(u)dW(u) + t

A7IM A WA T Ttode s osiA, 28l F 1A sE= A
(9.3)0ll oJaiA] Attt 2 (9.7AA & = Axol, v Aol Ayt

Var (W(t)) = ¢ (9.8)
=, Levy A g & 5 dxo], (Wi ARFESE P stol A
Brown%°lth wekA], 2 (9.4)E v Zo] 8T = 9l

dR(t) = [ap— bpR(t)]dt + BV R(¢) dW(t) 9.9)

AN a (> 0), b(>0) 28I B0 0= AFSolrt

4 999 CIROIAELEL ABFARESZE @ dolA LAz W]
g, e FENSS Qo HA
dwt) = dw(t) — AV R(¢) dt (9.10)
714 A= dFolth 7 AlE (= 0)olA ARHESE FUF Fo5E o,
=

R MATEZE pPo| U3t Radon-Nikodym™¥ =+ o3

de Ff: exp (——%fgt}\zR(s)dsﬂ— fot)\\/de(S)) (9.1D)

A (91DA & 3ol olH T SEMEL o & A AFTHA A E

N, = WERE (9.12)
A&9ld e A7 A 7F A (9.12)9] FEEa
_ AdTHSESE @ Rt
=% P A E dFo|xe RS thF7) 7 4ok 4 (9.10)0& A
1

BV R(t) dWQ(t) (9.13)

e A (913)% thE3t el ®7]8kAh
dR(t) = [a— bR(t)]dt + BV R(¢) dW¥(¢) (
714 a(>0), b(>0) 223 O 0)= FFERAM, e Feller2 & wH3vhal

778 3kAL

2a > B2 (9.15)
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Fol A ZAA8] FAAR, =1 (9.15)% R(6) > 0°] H7] #13 daFREoth

FEUENAA (9145 e (R(OYE CIRO|AHE ol e} st 2
9.14A, pE RO WeAHez s &+ g3 Fosket. 28,
5 R(t)9 WsAolgt &t

N AE iAo o

(A1 9.1) 24 (9.14)9] CIRoIAFE R A Eg5o] th53t Zrhal A}

b= 0.21, a=0.07h, B = 0.06 (1)
=, U dEr w2y o Agsitia sk

dR(u) = 0.21[0.07 — R(u)ldu + 0.06V R(u)d W u) (2)
a9 91° AT HIESE St A dEol xS A {(R(u))e] REHZE0]
84 gt 28 918 287 984 S MATLABZZ13 CIRSpotl0l.m<
2l 8 32},

7

% Filename: CIRSpot101.m
% Programmed by CBS

clear all, close all
% Mt = NO of subintrvals of [t,T];
clear, clf
rng('default’)
tau = 30; Mt = 500;
sqtau = sqrt(tau);
Deltat = tau/Mt;
sqDeltat = sqrt(Deltat);
ttTT = Deltat:Deltat:tay;
% make sample pathes
b = 027;
beta = 0.06;
tildeR = 0.07
tildeRR = tildeR*ones(size(ttTT));
Rvec003 = 0.003*ones(1,Mt);
for tj=1:Mt-1
zz = randn(1,1);
Rvec003(tj+1) = Rvec003(tj)) + b*( tildeR - Rvec003(tj) ) ..
*Deltat + beta*sqrt(Rvec003(tj))*sqDeltat*zz;
end
Rvec03 = 0.03*ones(1,Mt);
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for tj=1:Mt-1
zz = randn(1,1);
Rvec03(tj+1) = Rvec03(tj) + b*( tildeR - Rvec03(tj) )*Deltat ...
+ beta*sqrt(Rvec003(tj))*sqDeltat*zz

end
Rvec12 = 0.12*ones(1,Mt);
for tj=1:Mt-1
zz = randn(1,1);
Rvec12(tj+1) = Rvec12(t)) ...
+ b*( tildeR - Rvecl12(tj) )*Deltat ...
+ beta*sqrt(Rvec003(tj))*sqDeltat*zz;
end

plot(ttTT, Rvec003,'r' ttTT, Rvec03, 'k ttTT, Rvec12,'b'ttTT,tildeRR, 'k
legend('R(0) = 0.003','R(0) = 0.03''R(0) = 0.12','location’,'NE")
text(tildeR,-0.043,'0.07")

title("Wbf CIR Spot Rate','fontsize’, 12)

ylabel('R(t)"); xlabel('t")

saveas(gcf,'CIRspot101.png’)

% end of program
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CIR Spot Rate

0.15 ; i |
R(0) = 0.003
R(0) = 0.03

R(0) = 0.12

0.1 r

R(Y)

005+ [} A

[Z29 91] CIRoJAH& A 9] R4 =

SEV YA 914E va 2ol £ F Utk

ePdR(t) + R(t)de® = ae®dt+ e®BvV R(£)dW9(¢t) (9.16)
21 (9.16)l Ito-Doeblin®E 24 2] & A&3slH, thg SEH LA 2 o] Ao

d(e?R(t)) = aeldt+ e"BVR()dWAt) (9.17)
mebA, b Aol A ¥t

R(E) = 4+ [RO)-2]e 7+ e 7 fe BV R dWw) 9.18)

AFEMEAE SEVZHAY 918)& MM Her oM, =oAL R(OE
Brown®& {W9u)}e] = vekd 5 vk 5, o] dEr &g s4a=

EAHA g

21 (9.18)ll A & = Aol RO 7F Tl =3 Sloll A disiA ot A&l
ECR(t)) = % + [R(O)—%]e’“ (9.19)

Var@(R(t)) = R(O)B—lje””[l—e*bf]+ ‘;—Zf[l—e””]z (9.20)

Wb, {R(t)} 9] AAEE(stationary distribution)®] 33 EAHS- 7+z7E a/ b}
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ap?/[2pn*]o]t}.
21 (9.18)0ll - & 4= 9ol g 2o Yt

fOtR(u)du = %L‘-i— [R(O) —%]lb[l—e*bt]

(9.21)
+ f e*b”febsﬁx/ R(s)dW9%s) du
0
Fubinif 8l & AF&3tH, ths 250 4TS & 5 At
fote’b"febsp vV R(s)dW9s) du
= fou [ fte*b”du]ebsﬁ VR(s)dW?s) (9.22)

= foulb{l—e-b“‘s]}[s¢R(s)dWQ(s)
21 (92D & = Axol, AdFHEESE Q sholA fOtR(U)dUPJ Ht
m ()} TFAA s(H)E v ES 3
m() = £ [Rlwydu) = 2o+ [rO-2]L11-e (9.23)
s2(t) = VarQ<f0tR(u)du)
- oy -aprrrao]) »
9.24
= LUEQ<%{1_efb[t—s]}ZBZR(s))dS
= fou#{l—e”’[“s]}zﬁz{% —I—[R(O)—%]e*bt}ds

2 (9240 F WA o= A (9.21)-2 (9.23) oA, Al MA To= Ito? 2
sAYAC elA, 2y vl HA T3 A (9190 e ARtk

(A 9.2) 271150l 0°] obd sQl A5 A rA FEvETE24 (9.14) A
o 5 %ol 2 s ol WA T o] gAY,

R() = R(9 + [Ta— bR()ldu + 6 [VR@) dWu) (1)
A (DM & = gkl ta Aol Y

EUAR(E)) = R(9 + f:[a— PEUR(u))]du (2)

A @20 & Aol FF om() = EARW)E He ISR ANE

g g,

m, (¢t) = a— bm(¢) (3)
T3 AL tey 2k
m(s) = R(s) (4)
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AvlEgd A 3) 271z (4R o] Fof
() = &+ [R(9-2]e-str-a
=, oS Aol A

EUR®) = & + [R(9—4]e-rti-9

il
e

sk f(R(t)) = R¥¢)o] Wl Al Ito-Doeblin® =4 2] & 2 -&3H, 2

(DEFH b= s A=t

RAt) = RA9 + B [ R(u)du+2 [[a— bR(u)IR(u) du

+28 [TR(u)2d W)

gm

e Aol gAat

RA) = R¥9 + [?+2a] ['R(u)du—2b [ R*") du

+28 [ TR dWu)

4 @AM & 5 Aol e Aol Fuek.

EURNE) = RU9 + [p?+2a] [ EUR(u)) du

— 25 ["EURYu)) du

=

Ela=y
my (t) = [B>+ 2alm,(¢t) — 2bm,(¢t)
Teh 27)FAL vg 2ok
m,(s) = R%(s)
g V() = Var d(R()E e 4

o
d

V(t) = my(t) — mi(¢)
2 @ 4 (125 2 10l gy, o
V() = my(¢) = 2m,(£)m, (¢)

el & = Aol T my(6) = EARY ()=

o) =]
5 v R

= [B2+2a]lm,(¢t) — 2b[ V+ m3(£)] — 2m,(t)a + 2bm?%(¢)

21 (5), A (11) 28 A (12)9A4 &
V(s) =0

2 (52 A (13)d] NYshd, e Au B A o]

Vi(t) = ﬁz{é + [R(s)

AAZA (198 BEse

d

V(t) = R(s)ﬁ—b —bt{ @bt =sl_ o —2blt=sl} 4 ap? (1—
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7b[t 75]}2
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=
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%, the 4ol HYae

Var %(R(1)) = R(@B—; e e~ Hi=s1— g 20l =s1)
a7

(1 el

21)2

9.3. EAA7HA]

of Al 22844 % Feynman-Kacq &l & AF&3lA CIROIAFEEH S 2= A9
A,

FAAAE H7te 4= Ao o] Aode & o byl A$-E gF7] YA, ¢4
g5 H [ftTR(U)du R(T)| "9l Laplace® 32 3 X A} o] Laplace®™ g

CIRel A4 54 4o 916 elale] /A7 ofuiek of HAF Ao 3
FE gl ARkl f 8 e,

(2] 9.1] gEv2EA2 9.14), F o5 S 2dA2Y s {(R))E 344k
dR(u) = [a—bR(u)]dquB\/Tu)dWQ(u) (u>=0)
A7I {Awlu)le JdIFTHIESE Q sl Brownsolth. zF n(>0)9 7}
(>0) 283 ZF ([0, 7Dl A, the 2ol gy}
Effexo(~ k()1 [ "Rw)du)) = exp(—av, (6T~ v, (6T

A7 o, (D} v, (6 DE 47 e 2

b+
o (ET) = " ZYGXD([T—t] 2Y>
e [32 [B2n+y+blledt T d—1]+2
Londly—bplledt T d—11+ 2y} +2t{edt 791}
Wn’g(t’ = [B2n + vy + et T -1} +2y
oy = V2B % ot L]

(FH) oAAH Z7|AIA s(= 0)oll A 27 R(9) = x5 W3 SGEV|EUAL
(9.14)9] = {(Rs*(u)|u > si2} 3}AL
StEN A2 (9.14)9 sl dgdo2HE, ZF T(= p)ol tsiA o

>,
s
x,

)
_?L
RO

ROX(T) = RUE"O(T) (1)
21 ()3 FE34 {RO*()} 2] MarkovA ol olafA, t}S 2ol A A3}
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E?(exp(— nRERO(T) — @ftTRO'X(u)du))

N (2)
= E9<exp<—nR0"‘(T) —gft RO»X(u)du) ‘ RO'X(t)>
oe SENsE gelaa.
V(t, R"*(¢))
, (3)
- EQ(exp(—nRU'X(T)—gftRO'X(u)du) ‘ RO-X(t))
=, V(LR ()7} $-8]7} F-8taiAt 3} Laplace' $ko]t},
2l (3)oll A ¢t = TE UYdstH, o A Eo] A HS.
V(T,R"*(T))
4)
= E%exp(—nR" (7)) | R**(T)) = exp(—nR"*(T))
oo A Eo] A Hs)
exp(—gfOtRO'X(u)du>V(t,RO’X(t))
= E?(exp(—éfOTRO'X(u)dU)exp(—rLRO'X(T))) (5)

= E?(exp(—éfoTRo'X(u)du)V( T,RO’X(T)))

o714 A HA TE= 24 3ol s, a8l F HA TE= 2 (Dol 93iA
gadc 4885 2(0S e 2ol el aa.

z(t) = exp(—gfotl?o'x(u)du) (6)

21 (5ol A & F= o], {z2()V(t, RV *(¢)} = wE Al o]t}
Ito-Doeblin®.Z A gl o] 2oJsfA, t}a 2] E0°] A3}
dz(t) = z(t)[— R *()dt] = [t R"*(¢)z(¢)]dt (7)

0.x _ WV, R (1)) OV, R (8) ,p0.x
dV(t. RY*(¢)) o dt + VLA S dR (@) ©
V2(¢, R *(¢))
R0 9
2] (8ol FEN A2 (9145 AL, s AS A=t

dV(t, R"*(¢))

+ LR

avu,z;:”‘(t)) dt + VLR M) 1 ppox(4)]ae

R ") 9)
oW(¢t, R"*(¢)) =
+ AR (D) BVRYX(£)dWe(¢t)
1 xr o OVt R"(¢))
+§[32R0 (t) [9R 0O dt
21 (7), 2 (8) x#]aL Ito-Doeblin®. ZA o ofA, t}S 2jo] AHsS & 4
AT
d(z(t) V(t, R"*(¢))) = 2(6)dV(t, R**(¢)) + V(£, R *(¢))dz(t) (10)
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A (D3 A DE A A0 Hdshd, vs Ae =t

d(z(t) V¢, R"*(t))) = L (t)dt+ G (t)dW(¢t) (1)
oA71 T ()¢ 5 (e 7 g3 2k
T ()

L oV(t,R"*(1)) aV(t,RO'X(t» _ x

V3¢, R (t))
R0 (HE 7Y

— 1R () V(t, R ¥(¢))z(¢t)

0,x
oue) = PVEL ) g (RO D) 2(0) (13)

Shll M s dlRel, {z2(O V(LR ())}= vFRAL It wepA, 2] (1)l A
FAAG T(e)= 00ofokrt A = thE Aol |
OV, RO 8) | VLR ™ME)) [, ppo.x(4)]

+ L B2RO (D)

o BR™(2) (14)
1 B2RO. AV, RO *(t)) _ 0.x 0.x
RYX(¢t) (2R 0 (D)2 = (R>*()V(t,R"*(¢t))
Au|BuAg A (14)9] AFSols= 7 13 235 A &) =, o
A E g2 o] &= A 7Fs A 2 (time-homogeneous), & 444 (stationary)©] t}.
S WEE AHoskA

y = ROX(¢) (15)
2 (14)eF A (154 & & Udxeol, ths 2

o Ve, y) oV(t,y) [2
ot oy
A

AR A (16)9] al7} Ao m o] d7F Gow g FHeln & >

Bly—1yV(t,y) = 0 (16)

Hw
_b]+1a(t
2 0y

V(t,y) = exp(—adp(t)— yy(1)) a7
A7 1= T—tolth A (17)S AMELAA (16)9] B, o 4S A=t}
—a0 ()= vy (1) = —la— byly(x) = ty+ + B ry(x) (18)

4182 9ol yol A YAFEE, FEHAL A The A Fo]
ARt

—y (1) = %BQIPZ(T)-I-ZM(T)—E (19)

o (r)=w(1) (20)
D712 D9 2 ADAaA & & %ol 272 EL e 2o

d(0) =0, w(0)=n (21)
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of AP WA A7 e} 2 &

=
2yexplt b—gY )

_ 2
B in Binle¥"—11+y— b+ e¥[y+ 0]

nly + bl +ne*[y— bl+2t[e¥" —1] (23)
Binley"—1]+y— b+ e¥[y+ bl

o714y = vprt2pR otk HAES A (22)9F A (23)°] AHES Fdsjrel
EY, g5 A A 44 S8 + Uk

o) =0, D), w) =y, (T (24)

+
E

o(r) =

y(t) =

ool A4 el TAAAE G AAFHANAAN S wE

B(t,T) = E?(exp(—ftTR(u)du» (9.25)
=, o Aol Adgi
B(t, T) = E? exp(—l . ftTR(u)du —0- R( T))) (9.26)
21 (9.26)3 A 910l osiA tha Aol A Y3
B(t,T) = exp(—A(1) — C(1)R(¢)) (9.27)
o7|4 v AEe] A Y
b+ y
2y exp(r 1 )
. _ 2a ! 2
A(r) = B In [Y1+ b][ew— 1] Ty, (9.28)
) o[ev —1]
C(r) = )
O = L hle 1142y, (9.29
¥, = Vb + 27 (9.30)
2 (9270 & = %ol the A Eo] AdHsli
Bp(t, T) = —C(1)B(t, T) <0 (9.31)
21 (93D 2 (33Dl "diYgstd, thg S derh
dB(t, T) = R(t)B(t, T)dt — BC(t)B(t, T)dW®9(¢t) (9.32)

= CIROIAE RS o3 @Aa7bae] WEe Soolt,

(el Al 9.3) oAl 9.19] CIROIAIEEH A BFEL oh23 2o
R=0.01, b=20.21, B =0.06 (1)
=, U SEv A A o] A ygith
dR(u) = 0.21[0.07 — R(u)ldu + 0.06V R(u) d W (u) (2)
A =104 dEo|AE] Z+2ZE R(1) = 0.003, R(1) = 0.033} R(1) = 0.129]
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et AT (B, t+1)|0<1<24}S 2 Aol 29 92t 1Y 92
18)7] $18lA e MATLABZZ 13 CIRdc10l.mS 2 83} a}.

% Filename: CIRdc101.m
% Programmed by CBS

clear all, close all
% Define functions
deno = inline(" (gam1 + b)*(dum1 -1) + 2*gam1 ', 'b','gam1’,'dum1’);

%

tt = 1; barTT = 25;

delta = 0.0007;

TT = linspace(tt+delta,barTT,100);
tau = TT - tf;

%

b =027,

beta = 0.06;

tildeR = 0.07;

a = b*tildeR;

gam1 = sqgrt( bA2 + 2*beta’2 );

dum1 = exp( gam1*(TT-tt) );

%

denol = deno(b,gam1,dum1);

A = -2*a/beta”2*log( 2*gam1*exp( (TT-tt)*(b + gam1)/2 ) ./denol );
C = 2*(dum1 - 1)./deno1;

%

Rt= 0.003; BtTO03 = exp( -A - Rt*C);

%
Rt
%
Rt
%
yref = 0:1/100:1;

xref = 1.0*ones(size(yref));

% 2-D Plot

plot(TT,BtT003,'k-.", TT,BtT03,'k', TT,BtT12,'k--"xref yref, 'k:")
legend('R(t) = 0.003''R(t) = 0.03''R(t) = 0.12','location’,'NE')
% axis( [ 0, 26, 0, 1 1)

0.03; BtTO3 = exp( -A - Rt*C);

0.12; BtT12 = exp( -A - Rt*C);
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ylabel("#bf{Bond Price},'fontsize',12)
xlabel("Wbf{Maturity T} 'fontsize',12)

title('"Wbf Discount Curve of CIR Model','fontsize’,12)
text(-0.03,tildeR,'t")

saveas(gcf,'CIRdc101.png’)

% End of Program

9 45204 & = Qo] AEOAE R(HE ALA/ATIIHE, ZEV|ZE 17}
00% F#d u Bt t+0)E AW FolAE R()7

agE oA @ s, 4EVE 7h 00w SR B itoE $E 1%
ol g 1o] g, u
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el 910M & = dol, CIROIAFE A2 ZF n(> 0)o WA vha A&

_2a

_ B?
EYexp(—nR(T))) = [ 3 2be:[[TT7:]] ]
[B%n + 2b{e —1}+2b (9.35)
‘ exp(_ 2bR(£)n, )
[B%n +2bl{e? T d—1}+2b
the 2o Ayt
2be PLT—1 _ 1
[Bn+2be” T I—1}+2b 1+ 2kmn (936
A7 k= vhSat 2
201 _ . —b[T—1¢]
ky = g1 Zb g} (9.37)
e A Eo] Ayt
2bR(t)n
[Bn +2b{e” """ =1} +2b
_ : Z?R(t)n [ :
2 bl T—t] _ bl T—t
B2nle 1} + 2be (9.38)
_ 2DR(t)
Bz{eb[T’”—l}-i-Zfbeb[T*t]
n
_ 1 1
= jcQ 1+ 71 4p
2n B1—e M7}
A7NAM o YT 2T
. AbR(t
Co = BZ{eb[TEt])_ 1} (9.39)

A (93715 4 (9.38)°] tdshd, vhs Aol 4

o
rot
i)
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2bR(t)n
[B%n +2bKe® T 9—1}+2b

1 1 1 2n &,
— g T T 2% TrmE, (940
1+ @

2nk,
_ 1 _ 1
- ?CQ[I [+ 2nk,

21 (9.36)7 2] (9.40)& A (9350 tigstd, o A& At
E%(exp(—nR(T)))
(9.41)

_2a
- L] * ool fedeol ot
- [ 1+ 2kon, eXp( ZCQ)eXD 201 + 2n &,

2 (94D, WA 913 A 914 & = kel v A7 AHIT

[Fde] 921 &) 919 el ARttt st Al (K DollA dEo|AE
R(t)7} Fol7l 231 tell A FEWSFT R(T)/k,= AfrE7b da/gio] il
]

HF A BT cp/29 vlF Aol AlFEEE 2T A7A k9 co= 7+
oe-3 2o
_ pHl—e M _ ADR(t)
ko= 4b r feT g AT =

96. dEo|A&S] B4

AFHHe CIROIARE A (R()}o] vl dialjx] AmEan 225y
b A (9.15), 5 B54 22> P CIROIAFE A O] v &4AS 2t7] 93
Ao Fwxoltt ol& THet A 4ds] o #Agolrt. ol HajA= Lamberton
& Lapeyre (1996, p. 137)2] AFiA 349 Cairns (2004, pp. 255-259)5 #=x3le)

=
S5

st s(r)(eC?) ol Ito-DoeblinE 24 2]E #8434 thS 2]S d=th

ds(R(1)) = {M[a — BR(£)] + %ﬁzR(t)M}dt

OR(E) [oR( (9.42)
+ p%@m dWe(t)
0|5 FEHAY (s(R(t))|t=0}7} AR AL (local martingale)o]gal 7145k}
savtRAdel e = A99rdE Fxstel SHEI {s(R())}7F =artgAde]”]
A BoFEE20E v Aol dHste Aol
ASR(t) . 1 9s*(R(t)) _
ToR(E) LA~ BRI+ 5 BIR(O " m g = 0 (9.43)
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A4 (943)¢ &lle thea 2k
N I
s(r) = ¢+ clfl exp(?X>X 2al8" dx (9.44)

A7 ot & dTECIt UHdE A A, A ¢ = 03 A ¢, = 1°] Yt
s A (9438 A (04200 WS, e Ae Aer,

ds(R(t)) = pag(%((f)))ﬁe(?)dw@m (9.45)
wepd, oe Aol Qe

s(R(2)) = s(R(0)) + fotﬁ s (R(u)W R(u) dW(u) (9.46)

FoId RO HEiA, o AES WSSk A e 3 A5 Mol EAjsital skt

0< e RO < M oo (9.47)
21 (9.44) 4 & 7 %ol s AEe] dysth

s'(r) = exp(2—2r>r “2alsty (9.48)

%, S s(r)S dx2S7s 7 or(ele, MDDl tisiA, o 2Eo] Ayt
s(e) < s(r) < s(M) (9.49)
21 (9.48)A A1 & 4 Ql%ol, v AEo] A",

2b . _ 2732 Inr (9.50)

gz’

Ins'(r) =

4 (9509 FAL R, the 4EL Atk

_ 2211 _ [f_ib] (951)

webA, Zb r (e e, MDO BiEiA, ths A5l A3

s(r) = & = min{s(e), s (M)} (952)

1, = inf{t| R(¢t) = x} (9.53)

A={ulu <1 N1y (9.54)
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A(t) =A{ulu < tNT, N1y (9.55)
2 (9.46)04 & = Slkel, v Aol ™It
s(R(ENT, N 1,)) = s(R(0)) + fotlA(U)BS'(R(U))V R(u) dWu) (9.56)

7 u(e A()ol talA, Bs'(R(u))V R(u) = FAl(bounded)elth. webA], 2] (9.56) A
e ol HYFS & & Atk

ES(s(R(EAT, A1y)) = s(R(D)) 957)

, FEAA {s(RUNT N ) =01 FESE QO U8 vt AY et e v

=0| e

1> N

Var §(s(R(¢tNT, A\ 1,)))

- Eﬁ([f()tlA(u);as'<R<u>WW dWQ<">]2) (9.58)

£§{ [11)lp s (R )IR(uw)du

= 62E( [ [s (R@)PR(u)du )

oA7IA F WA Toe TtodEe TG alA, LEla Al WA 5= 4 (9.55)°
oAl AEettt 2] (9.52)9F 2] (953014 & 4= Aol the Aol ettt
Var J(s(R(¢ENT, N 1y)) = EY B25%du
— B252E9(t AT, ATy UM | 959
A1 (9.49)0l 4 & = Slkel, v Aol AHdth
Var 8(s(R(EAT, A1) < [s(M)— s(e)]? (9.60)
21 (9.59)¢ A (9.60)ell4 & = Slkel, v A5l HHdth
BEPEF(t AT, N1y < [s(M)—s(e)]*< o0, (£=0) (9.61)
=, U Aol AHdith
EZ(t,AN1,) < o (9.62)
21 (9.62)0l4 & = Slkel, v Aol AHdth
Q(t N1yl o) =1 (9.63)
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T 2lEo] Adsitt
s(R(0)) = EY(s(R(tNAT, N\ 1,0))
= s(e)Q(1, < tA1y) + s(MQ(1,,< tNT,) (9.64)
+ E{(s(R()) | t < 1 A1,p Q< 1, N1y

E3 vy AEol |t

s(e) = lim EF(s(R(D) | £ < 1, A1y < (M) (9.65)
lim Q(1, < tA1,) = 1 (9.66)
lim QU C v, Acy) = 0 (9.67)
lim Q(x, < tAT,) = Qry < 7,) (9.68)

2 (9.65)-4 (9.68)= 4 (9.64) thlstd, A" M> O 003 4 R(0) (€ [e, MDl

el e Aol AEFE & F 9

s(R(0)) = s(e)Q(1, < 1,) + s(MQ(1y,=< 1,) (9.69)

22 > 3% 0<e<1 (9.70)

X ¢ ) (9.71)
2b 1 1

> Lexp(wx)—d > fxde
297D A & Aol v Aol AHgtt

liir%)s(e) = —oo (9.72)
21 (9.69) 9 2 (9.72)elA & 4 o], nAHE Mol diEA ok Aol gt

lim Rt <1y) =0 9.73)
=, 7t R(0) < M(< ) tsfjA] ths 2o] A Hgit),
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0. = {olty(e) <o, aup  R(B(w) < o) 9.75)

0< ¢< 15(0)
Qo = {ol1y(a) < o, sup R()w) = o} (9.76)
0< t< 1)
Q, = {olty(0) <1,(0), sup R(t)Nw) (oo}, (n=1,2, ) 9.77)
0< t<1p(e)

e 1.21¢9 27 (CDell A, SEvEiAA (9.14)F wHéte CIRo|AHE 34
{(R(u)}7} U e WE3s & =+ Atk

Q) =0 (9.78)
R v AEol A-d A st

Q,CQ,,,CQ,, (n=1,2, ) (9.79)
7t (el dslA, the BAE W5 ny(o)7F EAS

n=ny0e) = 1,(0) > 19(0) (9.80)

2, hg Aol YT,

2. ¢ Ue, (9.81)
2 9.79¢ A (9.8DIA & 4= 9ol v Aol Ayt

Qo = ’lezn (9.82)
= Asol dHwth

Q(Q,) < Q{ol1y(0) < 1,(0)) =0 (9.83)
A71M Feze A 97D oA, 2elal s2= A (9.74)°] A - v
Aol A

Q(0.) = Q(n@ ) = = 3 ee,) =0 (9.84)

714 A A SE= A (9.82)] ofdiA, LEfa Al HA Fese A (9.83)00 2 siA
AEEH A (975)9 A (984)01M & = %el, v Aol ™

R{olty(w) <) =0 (9.85)
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0<22<B? 0<e<l (9.86)

the 5ol 4y

0 8660 = = [exo( F o) as (9.87)
> —exp(B—b)f x 2alB’gx

mhebA), B8 ASe] Juah
0> 1iinos(e) —exp(f3 ) PE%IX 2a/8°gx > — oo (9.88)

A7)A F HA BE5FE 4 (9.86)e oA Attt webd, ot ol s(0)E AHojd

PN
T 3

s(0) = liingS(S) (9.89)

252£23<BZ, e :O (990)

Var §(s(R(t Aty 1))
= p2E¢( [, [ (R@)PRG)du) (9.91)

= BzEg(fA( exp( o7 R(u)) —4a/pz+1(u)du>

o714 A WA 53 4 (9580 YA, 2E F HA TEE A (948)0] o&A
AEgth g Bt g g osiah

d = 4—‘;, f(r) = exp(%r)r 1=d (9.92)

2 9.90)0l14 & = Slkel, v gl AHIth
1<d<2 (9.93)
, 2 1< d 2o sk A5 Auuak 2 (9.92)94 & 4 %ol v Aol

oX, -10
o

0]

gt
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f&r) = bd _ (0= r<oo) (9.94)

mebA, B £ A = 7 = ald-11/[bd] A T3 e Ak et

(1) = edt{1d-la} 775 (9.95)
ooz 274 d= 10 AdUs= A= Adra 24 (99204 < 4= 9l5o] the Ao
et

z;;(;)) = 4y, (0= 1 <o) (9.96)

mebd, @5 A0S A r= 094 B 2 Hage A

Q) =1>0 (9.97)

§ = min edfl{ [d—1]a ,1} (9.98)

webA Zb a (€0, t At ATy)) ol e, the 2o] s,
B2f(R(u)) = B% (9.99)
s AEo] Adsi.

Q _ e 2
Var (RNt A, = ES( [ | p*F(R(w)) du) 0100
> pzaEg’(fA(t)du) = B EZ(t AT N\ 1,

A71M 3= A (99D 4 (9.92)] oleliA, e Feo= 4 (9.99)0 <A dHFth

128 Var $(s(R(t Aty 1,)))

B (9.101)
< _Ls(a)—s(0)]?
< 5%

ES(tNty N1, <

A714 A WA TEE A (9100090 9B, T8l F HA T3+ A (9.49)0l osiA
Agsith A (9.10D)9] ZF ¢ 0)oll talA AHsteR, thg 2] A -

A (9.102)014 & ¢ gol, v Aol ™I

4

QrgN 1y o) =1 (9.103)

A (964)01M & = 9A%ol, v Aol dYdth
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s(R(0))
= liir%) lim s(e)Q(t, < tA1y) + lilr%) lim sS(M)Q(t < tNAT,)
+ lim }EEOE(?(S(R(t)) [t <t AT Q(E< 1, N1y
21 (9.89), 2] (9.103) 1gar 2] (9.104)oA & 4 ko], e o] Ayt

S(R(0)) = s(0)Q(xy < 1, + s(M) Q1< 1,)

lim s(M) = exp(—ZX)X_ZH/BZdX: oo
M— o 1

(9.104)

(9.105)

(9.106)

(9.107)

714 A A SE= A (944)°0 ofsiA, i F HA SE= 4 (9.106)9 oA

HYah webd, o AEe] HEwc

]&[ilan(‘tM< 1) =0

—_

]llllinoo Q(TO < TM) ==

& ol gatia Hgs,

O<22<%52

2(¢t) = VR(®)
#1 (9.14)7 Tto-Doeblin®. 2 2ol o}3)A, tha Aol JHgds <&

dz(e) = {4 [a- 2] - Loofae+ £ awae)

ol
E

(9.108)

(9.109)

(9.110)

(9.111)

(9.112)

ths stEn| R AL wE5l= Ornstein-UhlenbeckEHE34  {y(u)} S Ay 24},

dy(t) = — 7by(t)dt+ —gdWQ(t)

w3, ke Aol Rt Heka,

v(0) = z(0)
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(9.114)



5 = inf{t| z(¢) = 0) (9.115)
v = inf{¢] y(¢£) = 0} (9.116)
ZF ol s v AE B Eeich

0<t< i)

(9.117)

= Seyld— 11— L bz(0) < L ba(Dw)
=, 2 ool WEiA ok BAZE Yk

0<t<ti(0) = 2z(t)w) < y(t)o) (9.118)
b, B 1f(w) < o], A 1f(0) < o] AYIT & dHA g%l
Ornstein-Uhlenbeck && 44 {y(u)} & the A& et

Q(ri< o) =1 (9.119)
nhebA, ohE Ao] A HEth

Q(ri< o) =1 (9.120)

= FESE @ oA CIROIAEA}Y {R(u)}7F 00 &2 &2 1ot}

f

AN WeE A, e e Ak

[742] 93] Al 919 o] Ayvta 7Pdsiat. Foixl R(0) O 0)ll WhaliA, th=
Aol dHdth

(@) 2a=p? = Q(r,= o) =1
() 0 <22<p?and b=0 = Q(r,< ) =1

(c) 0 <2< B?and b< 0 = Q(1,< )= (0,1) ]

A 93004 & 4 Aol CIROIAEIA (R(u)}7} vl ol7] i s =4
(9.15), = Feller®27 2a > 27} yrExojo} s},
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9.7. AxojA&

HEAE FLDE g 45 wEdh

_ omB(, T)

F(t, T) = 3T

= A1)+ C(1)R(t) (9.121)

A7) A WAl S5 4 (33309 A, 22T F A S5E A 9209 2
Agan, faadlE, B3R5 A (0% C(0)7) i BgE A 2 o5e e
A, e A A na,

(A 94) 22 =35 A ()9 C'(0)E T3H7] YA, MATLABS 233
Atolt},

A1 = log(2*gamma)+1/2*tau*(b+gamma)
A2 = log( (gamma + b)*( exp(gamma*tau) - 1) + 2*gamma )

AA

- 2*a/beta”2*(A1 — A2)

AA

-2*a/beta”2*(log(2*gamma)+1/2*tau*(b+gamma)
-log((b+gamma)*(exp(gamma*tau)-1)+2*gamma))

dum1 = exp(gamma*tau)-1

CC = 2*dum1/( (gamma+b )*dum1 + 2*gamma )

CC =

(2*exp(gamma*tau)-2)/((b+gamma)*(exp(gamma*tau)-1)+2*gamma)

difA

diff(AAtau)

difA =

-2*a/beta”2*(1/2*b+1/2*gamma-(b+gamma)*gamma*exp(gamma*tau)
/((b+gamma)*(exp(gamma*tau)-1)+2*gamma))

simplify(difA)

ans =

-a*(b2*exp(gamma*tau)-b” 2-gamma” 2*exp(gamma*tau)+gamma” 2)/beta” 2

/(b*exp(gamma*tau)-b+gamma*exp(gamma*tau)+gamma)

- 08 -



simple(difA)
-a*(b-gamma)*(b+gamma)*(exp(gamma*tau)-1)/beta’2/(b*exp(gamma*tau)
-b+gamma*exp(gamma*tau)+gamma)

difC

diff(CC,tau)

difC =
2*gamma*exp(gamma*tau)/((b+gamma)*(exp(gamma*tau)-1)+2*gamma)
-(2*exp(gamma*tau)-2)/((b+gamma)*(exp(gamma*tau)-1)+2*gamma)” 2
*(b+gamma)*gamma*exp(gamma*tau)

simplify(difC)

ans =

4*gamma” 2*exp(gamma*tau)/(b*exp(gamma*tau)-b+gamma*exp(gamma*tau)

+gamma)”2

o] MATLABZ 21388 33 Ayoa & 4 g5o], v}

dlo
1>
i
o,
oX,
Y
rol
v

—alb—vy, bty lle* —1]

A’(T) = 52{b[eylt—1]+yl[ew+l]} (1)

Cilr) = dyyfe ™ ©)
{ele =11+, [er +11}

m

21 (9.12D) 3 oAl A 9204 & & Ql%o], AEelAE F(t, v Ua AES

flasias 8
—alb—y, [ b+y, le¥ —1]
F(t,T) =
(&) gA{ble 1]+ y,[e" +1]} (9.122)
4Y126¥1T R(t)

{Blev —1]1+y,[en +1]}*
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(A 95) oAl 919 CIRC|AH&EEFAA BFEL thadt 2

R=0.07, b= 0.2, B = 0.06 (1)
=, U dEnEUA A o] A Yeit)
dR(u) = 0.21[0.07 — R(u)]du + 0.06V R(u) dW9u) (2)

ANA =19 dEo|xEo] Z+ZF R(1) = 0.003, R(1) = 0.03% R(1) = 0.12¢°]
Fete AEolA&4aS 29 Aol 19 930tk 19 93 187] faiA
o2 MATLABZ=Z1% CIRforwardl0l.m< 2 3)3}z}.

% Filename: CIRforward101.m
% Programmed by CBS

clear all, close all
% Define functions

%
tt = 1; barTT = 25;
delta = 0.0001;

TT = linspace(tt+delta,barTT,100);
TT1 = linspace(0,barTT,1000);

tau = TT - tt;
%

b = 0.21;
beta = 0.06;
tilR = 0.07,

a = b*ilR;

gam1 = sqrt( bA2 + 2*beta’2 )

dum1 = exp( gam1*(TT-tt) );

%

dumA1 = -a*(b - gam1)*(b + gam1)*( dum1 - 1);
dumA2 = beta”2*( b*(dum1-1) + gam1*(dumi1 + 1) );
dA = dumA1./dumA2;

dumC1 = 4*gam1/2*dum1;

dumC2 = ( b*(dum1-1) + gam1*(dum1 + 1) ).72;
dC = dumC1./dumC2;

%

Rt= 0.003; ForwardT003 = dA + dC*Rt;

Rt = 0.03; ForwardT03 = dA + dC*Rt;

Rt = 0.12; ForwardT12 = dA + dC*Rt;

%
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yref = 0:1/100:0.13;

xref = 1.0*ones(size(yref));

yref2 = -a*(b-gam1)/beta’2*ones(size(TT1));

% 2-D Plot

plot(TT1,yref2,'k’, TT,ForwardT003,'k-.", TT,ForwardT03,'k’, ...
TT,ForwardT12,'k--' xref,yref,'k:")

legend('R(t) = 0.003''R(t) = 0.03"'R(t) = 0.12','location’,'NE")

axis([ 0, 26, 0, 0.13 1)

ylabel("#bf{Forward Rate}','fontsize’,12)

xlabel('Wbf{Maturity T} 'fontsize’,12)

title('Wbf Forward Rate of CIR Model','fontsize',12)

text(1,-0.002,'t")

text(0.5,0.06724+0.004,'0.0674")

saveas(gcf,'CIRforward101.png’)

% End of Program
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98. 4=

o] 2Ho M CIROIAEEH ] duado dis] 2Bz wr|Al "ol 7
golao] AlH to A A== S

R(t, T) = —iTmB(t, T) = iT[A(T)+ C(R(H)] ( :
9.123

= it la ), (0 + R(Dy ()]
o714 A WA TE= A (3.343)°l oA, F HA To= A (9.27) oA,
gz A HA 53 WA 910 oA AEa A (9120004 & F o,
A tollA d= R(t, T)E AEOIASE R(t)«l 12} gl v, whep A,
Vasicek®] A& 28 & o}3 A = ¥ & (affine-yield model)®] t}.

(Al 9.6) oA 9.1¢] CIROIAEEGANA BFE2S v 2t

R=0.07, b=0.21, B = 0.06 (1)
5, U & 2gd o] dysttta b},
dR(u) = 0.21[0.07 — R(u)]ldu + 0.06V R(u) dW®(u) (2)

AN t=19 dEo|ALo] 27 R(1) = 0.003, R(1) = 0.033} R(1) = 0.12¢]

dlgsts d=dASs a3 Aol 27 94elth 1y 948 1¥]7] SlEiM ohE
MATLABZ =213 ClRyieldm< 4 & 3s}e}.

% Filename: CIRyield101.m
% Programmed by CBS

clear all, close all
% Define functions
deno = inline(' (gam1 + b)*(dum1 -1) + 2*gam1 ', 'b','gam1','dum1’);

%

tt = 1; barTT = 25;

delta = 0.00071;

TT = linspace(tt+delta,barTT,100);
tau = TT - tt;

%

b = 0.21;

beta = 0.06;

tilR = 0.07,

a = b*tilR;

gam1 = sqgrt( br"2 + 2*beta”2 );
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dum1 = exp( gam1*(TT-tt) );
%
denol = deno(b,gam1,dum1);

A = -2*a/beta’”2*log( 2*gam1*exp( (TT-tt)*(b + gam1)/2 ) ./denol );
C = 2*(dum1 - 1)./denof;

%

Rt= 0.003; yield003 = (A + Rt*C)./(TT-tt);

%

Rt = 0.03; yield03 = (A + Rt*C)./(TT-tt);

%

Rt = 0.12; yield12 = (A + Rt*C)./(TT-tt);

%

yref = 0:1/100:0.13;

xref = 1.0*ones(size(yref));

% 2-D Plot

plot(TT,yield003,'k-.", TT,yield03,'k',TT,yield12,'k--"xref,yref,'k:")
legend(R(t) = 0.003''R(t) = 0.03"'R(t) = 0.12",'location’,'NE")
axis( [ 0, 26, 0, 0.13] )

ylabel(‘bf{Yield}, fontsize',12)

xlabel(‘Wbf{Maturity T}, 'fontsize',12)

title('Wbf Yield Curve of CIR Model','fontsize',12)
text(1,-0.002,'t")

saveas(gcf,'CIRyield101.png")

% End of Program

At oz A|H ¢t =19 AEZoAE R Fto] Ztow, o & &

R(1) = 0.003°]AY R(1) = 0.032 A 5-o= CIRO|AE&EEFHol| o3 d=+=
GxZ71se ey, dEo)Ag R(1)o] AW, dE S0 R(1) = 0.129
A= d== dx7act
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Yield Curve of CIR Model
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99. =AanE A

o] kA 7+E = AubE Al A (local martingale)ell thal s FH A (2013)9
AN7FA A AA B GFAT. A7 = STHEGle] AHKAIEE gAuE A i §l A
Zhas] AR gAvtE A disk AFA S W82 Karatzas & Shreve (1991)5

= FETL (QF.Po THARA {F )= 017 FoAHTL
7hgskar 1 182 [0,00) ol2bar 7FAskAE 94, ntRAIL Y] FoE HFa Bk

[ 93] &7 (Q.F. P& STHARA {F >0} daiA, S&74A
{x(t)1t=0}7F B 2AES 95, o] {(x(0)} 5 wE ALl g
(@ Z+ t(= 0l tsiA, FEWSF x(E F,—7I5olth

(b) 2+ t(= 0)oll talA, 2 E(x(£)]) < o] 473},

(©) 7 s> t(= 0ol galAl, A Ex(s)|F,) = x()o] Faah. O

f 84
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o) uk3}m} e A A (generalized martingale)®] A o]+ the3 2t

[e] 94] &3 (QF7.P% THARA (F, =0} A, SEFHA
{x() | t=0}7} b5 =AES , o] {x(e) & mta ALl gt
(@) 7t t(= 0l dslilA, FEHF x(0E F,— 7150t

(b) 21 E(x(0)]) < co©o] A g3},
() ZF s> t(= 0)ell thafA, 21 E(lx(s)| | F,) < o] dH3rh,

(d) 7+ s> t(= 0ol taliA, 2 E(x(s)| F,) = x(t)°] A Hg L]

FavtgA e gol= teat 2k

[%e] 95] &3 (Q.F. P SHAREA {F =0} daiA, =744
{x()1t=0}7F v ZHES W58, o] {(x(0))}E wantE Ald ol gk
(a) FEHT x(0)v= F,—7ISolT

(b) 2 1,105 WEsbal o FERY (x(tA1,) —x(0) | > 0}o] PR AL ==
A A A A & (stoping—time sequence) {t,ln=1,2, -} o] &3}, ]

el 958 HAAH o= olastr] fslA, 1 955 Fxetet 19 95
87 9l S MATLABZ 213 LocalMartingalel101.m< 2 3§ 3} 2}.

% Filename: LocalMartingalelOl.m
% Sample path of Local Martingale
% Programmed by CBS

clear all, close all

rng('default’)

% Mt = NO of subintrvals of [t,T];
% N = NO of generating sample paths
clear, clf

N = 1; tau = 30; Mt = 500;
sqtau = sqrt(tau);

Deltat = tau/Mt;

sqDeltat = sqrt(Deltat);

ttTT = Deltat:Deltat:tauy;

beta = 0.1005;
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Rt = 0.3;
% stoping time
NST = 10; % number of stopping times
stoptime = 6*rand(NST,1);
sumstop = cumsum(stoptime)
% make sample pathes
hold on
Rmat = Rt*ones(N,Mt);
for i=1:N
for tj=1:Mt-1
zz = randn(1,1);
Rmat(i,tj+1) = Rmat(i,t) ...
+ beta*sqrt( abs(Rmat(i,tj)) )*sqDeltat*zz
end
Rvec = Rmat(i,);
localM = Rvec;
dumtau = ceil(sumstop/Deltat);
dumsize = size(dumtau);
dumtau2 = [];
for dum0 = 1:dumsize
if dumtau(dum0) < Mt
dumtau2 = [dumtau2 , dumtau(dumO) J;
end
end
dumtau?2 = [dumtau2, Mt ]
for dumNST = 1:( size(dumtau2’) - 1)
for dum1 = dumtau2(dumNST):(dumtau2(dumNST + 1) - 1)
localM(dum1) = Rvec(dumtau2(dumNST));
end
end
plot( ttTT, Rvec, 'r.-', ttTT, localM,'k’)
end
legend('Local Martingale','Martingale','location’,'NE')
title("Wbf Sample Path of Local Martingale','fontsize’,12)
ylabel('R(t Wwedge Wtau)'); xlabel('t")
saveas (gcf, 'LocalMartingalelOl.png')
% end of program
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6 Sample Path of Local Martingale
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Tantg Al Dol X gk npg Ad o] ofd BEAAS Foo Fantg AL}
271 % ghoh

(AA 97) FEIJA (W) = [ W (t) Wy(t) Wo(] ' t= 0} 3 F
Brown&&olth vt FEWTE A osiah

R(t) =\ W2 () + Wa(e) + Wi(e) 1)
T3 27|A" =094 RO) = 10]g8tx 7HAEA FEHA (R() | t= 0} S
3219 Bessel# 4 olg} 3},

o] 3x4 Besseliﬂrxé (R(t) | t= 0} Yo FEVENAHAS W)
dR(t) = R(t) dt + dB(t) (2)
o714 {B(t) | t= 0} 17494 Brown—"riolﬂr o} 2 Eo] Ao}
1 _
il gty ) = ey AR+ Rs(t) dt o
1 1
N Rzm[ Rley dt+ dB(O)|+ R3(t) dr
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1 _
d{gley) = =k BO (4)
4 @8 Beat gl & & Ak
1 _ -
&0 = J way B (5)

EREE {foﬁ dB(u) | t= 0} TR AUl 2eiA Atk ol
3k 2AA S P& Revuz & Yor (1991)S F=xstel ve SEWHSFE A olshAL

. 1
T ©)
ek Z7IAH A A x(0) = 10] AHSar kb 2] (5)AA & 4 A9
G2 (0|2 0}= = 2ulE A o]},
e Ao At
RX(t) = i w(¢)

= W) + 2WAOL W) = WO+ [W,(6) = W,0)) .
R 7
= W) + LW — W01

= 1+ 3w, = WOF
o714 A WA sa= A (Dl &AM, 28 Al HA 2= dEEFE
w0k [wi(e)— w01l 58 s AP 4 (DolA & =
the 4o Agan,

d

R*t) ~ 1+1tx} (8)
ts AEo] AdHegtt.
1 1
2 (9ol A & = Aol E(x(t)E to AFEEst obvth wils, FE A
{x(t) | t=0}= mtR AL o] ofHTh |

oante Al do] npE Aol 7] 93k FExdd tisiA &= Elworthy & Li
& Yor (1997)& #zxstel. vt Aldo] R Aol 7] 9t -2 0= A
x4 AL S 2
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[(He] 94] =&mEAY {(x(6) | t=0}7F ZF (= 0)ell tHall A o
{x(O)}= PR AL oIt}

o [e] =% =)
- As whEed

E( gup Ix(s)]) <oo L]

0<s<t

H AFgA TN E FavtE AL} vt AL Aol i F Aol
AA L vk 53], GirsanovE=W S 3 490 W= ofd Savtg A d 9
Doléans-Dade#| =7} = o] ©hA] v avmpg Al o] Sxrt, Z2710] whe A< o]
HeAls R s & SAVE do 2 olE e SAls g EEs Ay Eel Ay
s e AormA EA49 FES Heth e, 2R o2 ZAE
A5-gtoll &&8h= gel & Aolgta A HF 2R A FFEo AR
Ao ool A old LAE thE £ 2 2= Shiryaev (1999)7F Utk
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Ho & Lee (1986)= d=olA&3#4 (R(u)}7l v FEMEHAAES
= 9= ]Z]'E—‘—soﬂa A F3t At
dR(u) = a(u)du + BdW9u) (10.1)
o714 a(u)O 0)E AAA Fola, pO 0)&= Aoy, {We ()=
AAFTHSESE @ ol A Browns&°©]th Ho-Leeo] A& &2 AH A tH&E
B
9]

=
I
of

Hull-Whiteo] 2b-& 2 ol A b(u)7} 00]aL B B(u)7F &+ B
7dg-olth. mEhA, Ho-Leeo] AH& B8 2 Hull-Whiteo] AH- & 28 o] ¢
Zoketa Stk A8d el A3z HH HoLeeolAH-&EE e H4E5 ¢

w2
g b S
%0, o ot

SEnPg s (10.)S F9, AFolA&3q (RO} g A B53e
R(@) = RO + [‘a)da+ W0, (£20) (102)

(oA 10.1) oh5 SEV LA LS W53 Ho-Leeol A& RS A At
dR(u) = [0.015 + 0.005¢ ~**"“]du+ 0.06d W9 (u) (1)

A7I AW« u) lu=0}e 9EFTHFESE Q 3ol A Brownesolth

29 1019 @Zo|AENA (R(u)}e] BEAZS 1814 Ak 19 101<

g7 984 & MATLABZ 272 HLspotl0l.m< 2 8 s}e}.

% Filename: HLSpot101.m
% Programmed by CBS
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clear all, close all
rng('default’)
% Mt = NO of subintrvals of [t,T];
tau = 30; Mt = 500;
sqtau = sqrt(tau);
Deltat = tau/Mt;
sqDeltat = sqrt(Deltat);
ttTT = Deltat:Deltat:tay;
% make sample pathes
b = 0.21;
alpha= inline('0.015+0.005%exp(-0.21*t)",'t");
beta = 0.06;
Rvec003 = 0.003*ones(1,Mt);
for tj=1:Mt-1

zz = randn(1,1);

Rvec003(tj+1) = Rvec003(t)) ..

+ alpha(tj)*Deltat + beta*sqDeltat*zz;

end
Rvec03 = 0.03*ones(1,Mt);
for tj=1:Mt-1
zz = randn(1,1);
RvecO3(tj+1) = Rvec03(t)) ..
+ alpha(tj)*Deltat + beta*sqDeltat*zz;
end
Rvec12 = 0.12*ones(1,Mt);
for tj=1:Mt-1
zz = randn(1,1);
Rvec12(tj+1) = Rvec12(t)) ..
+ alpha(tj)*Deltat + beta*sqDeltat*zz;
end

plot( ttTT, Rvec003,'r' ttTT, Rvec03, 'k ttTT, Rvec12,'b")
legend('R(0) = 0.003','R(0) = 0.03"'R(0) = 0.12",'location’,'NW")
title('Wbf Ho-Lee Spot Rate','fontsize’, 12)

ylabel('R(t)"); xlabel('t")

saveas(gcf,'HLspot101.png’)

% end of program
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o] Jiﬁig—A ZANA £ = 1olA AROIAEES 22 R(1) = 0.003,
R(1) = 0.03 283 R(1) = 0.12°]th 13 101014 & & gl=el,
Ho- Leeom%woﬂ )3 AZo| A& ()0 B = ek oleldt HelA
Ho Leeol A& RH L £& waold & 4 9t} |
42 . Ho-Lee spot Ratel
R(0) = 0.003

L R(0) = 0.03 |
12 RIOY=0.12 Wﬁ\\l

08r

R(t)

06 r

04r

N
A SN /va
. A Tl AR
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[2¥] 10.1] Ho-Leeo| A& 2] HTEHZ

10.2. Q1A 7HA]

AA oA Angel Foin 27 sol A 16, T) = [ Ru)dut
t

AFREE wpech w9, (¢, 7)) BE mls, DS B2 ot T)= 27 ohg3)
2.

m(t. T) = R(t) + ftTf(l(X)dXdu (10.3)
T 2
W6 1) = [ pile—xlPdx = B = (o) (104

o714 1 = T—to]t}. webA, Ho-Leeo| AH&RE dlo| A A 71#] B, T)=
gea 2.
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B(t, T) = EY exp(—1(¢t, T)))
= ew(-m(e. D)+ Lt D) (105)

exp(—rR(t)—f fa(z)dzdu—l— % )

A = CLE

AL T) = ft ft a(2)dzdu— 5 W(s.0) (10.6)
ks 2ol gkt

A = |7 ["a(2)dzdu— £ (10.7)
21 (1059 2 10D A & = Aol TAANZFA7F o3 2o}

B(t, T) = exp(—A(t, T)— t1R(1)) (10.8)

21 (10.8)ell A & 4 dzel, thg A Ee] At

Bp(t, T) = —1 <0 (10.9)
21 (1095 4 33D dygsid, o 48 9=

dB(t,T) = R(t)B(t, T)dt — BtdW9(t) (10.10)

=, CIROIARE Gl o3 SAA7FA 9 a2 — (<)ol

(el 10.2) oAl 1014 th& Ho-Leeol AR F S AHKHAL & v
StEn| 2A AlS AT K A}

dR(u) = [0.015+ 0.005e ~*#4]du + 0.06d W9(u) 1)
A7l AW u)lu=0le 9FHSEZE @ 3lolA BrownEolth v A E09]
=ka=s

a(u) = 0.015+0.005e %, b= 0.21, B = 0.06 (2)

1—e —blu—t]

[ 'az)dz = 0.0150u — £] +0.005 ~>L=E (3)
[ [ azrdzdu = 0.00750 7= 017 + 0905 o o 7 ) y
4

i 0.005 [e PT— ¢~ 5]

bZ

A(t, T) = 0.00750 T— ¢]% + &b%e*bf[ T— 1]
(5)
i 0.1())205 [e #T— e bt] — %BS[T—t]‘%

1% 10.29] Ho-Leeol A& R ol o]gk &l=do]l 1A Advt. 18 1025
ae]7] 9184 Y MATLABXZ =213 HLdcl0l.mE A @3t}
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% Filename: HLdc101.m

% Programmed by CBS

clear all, close all

% Define functions

tt = 1; barTT = 26;

delta = 0.00071;

TT = linspace(tt+delta,barTT,100);

tau = TT - tt;
%

b = 0.27;
beta = 0.06;
%

A = 0.0075*tau.~2 + 0.005/b*exp(-b*tt)*tau ...
+ 0.005/b"2*( exp(-b*TT) - exp(-b*tt) ) - 1/6*beta’”3*tau.”3;

%

Rt= 0.003;

%

BtTO03 = exp( -A - Rt*tau);
%

Rt = 0.03;

BtTO3 = exp( -A - Rt*tau);
%%

Rt = 0.12;

BtT12 = exp( -A - Rt*tau);
%

yref = 0:1/100:1;

xref = 1.0*ones(size(yref));

% 2-D Plot

plot(TT,BtT003,'k-.", TT,BtTO3,'k, TT,BtT12,'k--"xref yref,'k:")
legend(R(t) = 0.003''R(t) = 0.03"'R(t) = 0.12",'location’,'NE")
axis([ 0, 26,0, 11)

ylabel(“#bf{Bond Price},'fontsize',12)

xlabel("Wbf{Maturity T}, 'fontsize',12)

title("Wtbf Discount Curve of Ho-Lee Model','fontsize',12)
text(1,-0.02,'t")

saveas(gcf,'CIRdc101.png’)

% End of Program
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[2¥ 10.2] Ho-Leeo] A& 34 2] &=

Fubinid @ o] 9JaiA], TS ASo] AHETS & + 9
ftTf(l(Z)dZdu = ftTfa(Z)dudZ = ft[T—Z]a(Z)dZ
webd, ok Aol A E e

gt[fffa(z)dzdu] = —1a(?t)
21 (1073 2] (10.12)914 & = %o, v Ao] Ay},

PA N =1
7814%? 7 _ —ta(t) + LZ[SZTZ
O Asol ™Rtk
dB(t, T)
_ dA(t, T) _ 1
= B(t, T){[—T +R(t)]dt TdR(¢) + 75%2&}
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o] 714 3 WA 5 EE Ito-Doeblin®zAglol <&, 2 F WA ST3& 4
(10.1)2 2] (10.13)° <9J&iA A Esto). wepa, A" T2 Eelxje] A4
tolA A7 B(t, T)+ Y SEVEAHAS W

dB(t, T) _ _ Q

BT = R(t)dt— 13d W9 (t) (10.15)
10.3. Az o|z}&

Arolatg& F(t, T)E Us HEeEs S

_ _omB(t, T) _ 0A( D

71 A WA so= 4 (33300 f&iA, 2Ea F WA 2= A (10.8)
oA AEIH 4 (1073 4 (10.16)°l oJsiA, vha 2ol 49

F(LT) = ftTa(Z)dz— 57212 + R() (10.17)

21 (1017 A & 5 %ol Al tellA dEolxE R(HE [R(H+A]Z
o), AEolxg& F(t, T)e [F(t, T+ AlZ o] E st} o] HEo)z& 9

T AFAdolgt & 4 gl
(Al 10.3) el A 10.1614] o2 Ho-Leeol A& RS Ao, = S
dR(u) = [0.015+ 0.005e ~*2¥]du + 0.06d W?(u) (1)

+
A7l AWu)lu =z 0}e AFFTHIEESE Q stolA Brownolth the 2E0]

sy

a(u) = 0.015+0.005¢ >, b=0.21, B =0.06 (2)
T _p 1_6,—171
ft a(2)dz = 0.0151 +0.005e ~**L—5— (3)
21 (10.15)01 4 & ¢ gl&=o], Axolx& F(t, )= ths3 2o
_ —pl—e Pt B? o
F(t, T) = 0.015t + 0.005e C— — B+ R() (4)

29 10.3°] Hull-Whiteo] AF &2 8ol o)t Arojxp&=rHo] 1A Uk 139
1035 197 9siA 2 MATLAB=ZZ 1% HWforwardl0l.m< A 3 52},

% Filename: HLforwardl0l.m
% Programmed by CBS
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clear all, close all

% Define functions

tt = 1; barTT = 26;

delta = 0.00071;

TT = linspace(tt+delta,barTT,100);

tau = TT - tt;
%

b = 0.27;
beta = 0.06;
%

dum = 0.015*tau + 0.005*exp(-b*tt)*( 1- exp(-b*tau) )/b - beta”2/2*tau.”2 ;
%

Rt= 0.003; For003 = dum + Rt

Rt= 0.03; For03 = dum + Rt

Rt= 0.12; For12 = dum + Rt

%

yref = -0.8:1/100:0.2;

xref = 1.0*ones(size(yref));

% 2-D Plot

plot(TT,For003,'k-.", TT,For03,'k', TT,For12,'k--'xref yref,'k:")
legend('R(t) = 0.003','R(t) = 0.03",'R(t) = 0.12"'location’,'NE")
axis( [ 0, 26, -0.8, 0.2 1)

ylabel(“#bf{Forward Rate}','fontsize’,12)

xlabel('Wbf{Maturity T}''fontsize’,12)

title('Wbf Forward Interest Curve of Ho-Lee Model','fontsize',12)
text(1,-0.82,'t)

saveas(gcf,'HLforward101.png’)

% End of Program

Z7IANA t= 104 dEolAEES 424 R(1) = 0.003, R(1) = 0.03

a2 R(1) = 0.12 0]t
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02

Forward Interest Curve of Ho-Lee Model
T T

T T

S o ——R()=0.003

Ve — R(t)=0.03

04l o ——- R(h=0.12

-01F

-021

-03

Forward Rate

04

05

06+

07

| I |
5 10 15 20 25
Maturity T

-0.8 L ,

[2¥ 10.3] Ho-Leeo] A& 9] Mol x}&

A (10.2)01M & 4= UKol v A5l dHTh

EXR(T) = RO+ [ alz)dz+ BE(WOT) — W(L)
! (10.18)
T
= R(t)+ ft a(2)dz
21 (1017)3F 4] (10.18) 9JsiA, thg o] A ¥t}

EUR(T)) = F(e, 1)+ B (10.19)
uebd, AEolxts F(t, 7)Y dd=gn gL gr?/20lt} o=
Merton©| A& 5.8 o] 7499 Fdslth ALolz& F(¢, ol sk WsA o
AgolAg R(1) 9 due 247 bt g

aF%t,Tﬂ _ e (10.20)

OF(t. T)

RGO 1 (10.21)

21 (10.17)9 Tto-DoeblinE =4 el & A -&3td, W7|AIH- ToA HAEolzxb&
F(t, )7} tt&3 28 [rogdEwAdA oz 238 S o4 4+ Ak

dF(t, T) = [dR(t) — a(t)dt] + tB%dt (10.22)
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21 (10D 2 (10.22)°] s, = FEVEW .
dF(t, T) = t1B%dt+ 3dwT) (10.23)
21 (10.23)0ll A1 & = Adxol, dEolaA& F(r, 7)e FEr &8 o
a()ell o]EsHA] =t 4 (10.17)90A, the 2o Ay
a(t) = —F,(t, T)+ 18? (10.24)

ol

>,
o,
X,
o™
o,
ui

104. 4=

WA el TR dlAe] Al el dE= vad 2o
1 1 1

R(4,T) = T—7 In Bt T) —ﬁz‘l(f T)+ R(¢) (10.25)
oA71A A WA = A (3343)° oA, 1el F WA T A (10.8)9
olaf| A AHgch 4 (1073 2 (1025) 914 & 4= Axol, v Ao] AP,

R, T) = RO + ¢ [ [a(ndvdu— £+ (10.26)
21 (10.26)01 4 & 5 d5el, ’\]7“ ]/‘1 d= R(t, T dEI}E R(1)
1x}8k4=o]t}. webA, Ho-Lee©] AH& 2 ol7 U = ¥ & (affine-yield model)?] t}.

dE R, D= Bitexrs we E‘r (1024014 & = Shcol, A3 el
dzolAs R(OE [RO+A]Z O] s, d= R(¢, T [R(ED+A]=
_/':

oJEath o Ao 2o gAele ¥ F glrk

(o4 10.4) ol 4l 101614 THE Ho-Leeol 482 8-S Anns, %, o
FEMRYEAe Avina.

dR(u) = [0.015 + 0.005¢ ~“%¢1du + 0.06d W(u) (1)
A7I AW u) lu=0}e EFTHIESE @ oPoﬂfﬂ Brown-so|t} th& 25|
Atk oA 1029 A 5)¢ 4 (1025)4 & 4= gl5o], tS A Eo] A3t}

R(t,T) = ——— A(t, )+ R(1)
=~ L{o.oomst 7- 02+ 005 o -7y )

0005[6 efbt]_fé[s?’[T—tP}-FR(f)

2% 1041 Ho-Leeol A& 8ol <3 d==4do] 234 Sk 17 1045
ael7] 98 B8 MATLABZ 213 HLyieldl0l.mS 2 3 3}e}
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% Filename: HLyield101.m
% Programmed by CBS

clear all, close all

% Define functions

%

tt = 1; barTT = 26;

delta = 0.0007;

TT = linspace(tt+delta,barTT,100);
tau = TT - tf;

%

b = 0.27;

beta = 0.06;

A = 0.0075*tau.”2 + 0.005/b*exp(-b*tt)*tau ...
+ 0.005/b"2*( exp(-b*TT) - exp(-b*tt) ) - 1/6*beta”3*tau.”3;
dum = - A/tay;
%
Rt= 0.003; yield003 = dum + Rt
Rt = 0.03; yield03 = dum + Rt
Rt = 0.12; yield12 = dum + Rt
%
yref

-0.2:1/100:0.2;

xref = 1.0*ones(size(yref));

% 2-D Plot

plot(TT,yield003,'k-.", TT,yield03,'k',TT,yield12,'k--'xref,yref,'k:")
legend(R(t) = 0.003''R(t) = 0.03"'R(t) = 0.12",'location’,'NE")
axis( [ 0, 26, -0.2, 0.2 ])

ylabel(“#bf{Yield}', fontsize',12)

xlabel(‘Wbf{Maturity T}, 'fontsize',12)

title('Wbf Yield Curve of Ho-Lee Model','fontsize’,12)
text(1,-0.202,'t")

saveas(gcf,'HLyield101.png")

% End of Program

71 Z7IANHE = 1904 dEoxEELS A7 R(1) = 0.003,

R(1) = 0.03 zz8]x2 R(1) = 0.129]t}. [ |
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Yield Curve of Ho-Lee Model
02 T T

T
—— R(t)=0.003

— R(®=0.03
e ——- R =0.12

g

Yield
<

-0.05-

-0.1

-015F

02 | I 1 I |

Maturity T
[Z29 10.4] Ho-Lee¢| AH&-3A o] d=

2 (102004 % & Y=ol AP [£TIoIH ABo| A48 Bt R
gert 2.

- 1 T
R = ﬁft R(U)du

(10.27)
= RO + = [ [aGdvdu+ —£— [T WoCu)du
= g Aol Ayar)
EUR) = R(&) + —— [ [a(ndvdu (10.28)
2 (102607 4 (102809 <& A, T Aol A gy,
EAR) = R(t, T)+ B2 (10.29)

6
uheba], d=of fjPzem e pir?/6elth o= Mertono] A& E o] 749

&4t
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2 (10.26)91 4 & = 3kel, v Aol Ay

ftTftua(V)dVdu — 1R(t, T)+ %213—TR(t) (10.30)
2] (103009 FHE Tol thal] v, tha o] 4 H3rh

ftTa(V)dV = R(t, )+ 1R (t, T)+ %2 12— R(t) (10.31)
2 (10312 ©hAl g 7ol whal] w2 std, vk 2ol dHdh

a(t) = 2R (t, T)+ 1R (¢, T)+ 132 (10.32)

2] (10.32)F AH&eA, 28 T(= ol A&l o(H)E AFH AN 5 Ao
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o] Ao A 274 & 129 oAERIES Aelsla, L3 x| F71H
A e AR n@d S daiA s AHEE s

a9 129 o A4S ¥ 1L1e] F55of gk

A ok 2} 2y

Merton dR(u) = adu + BdW®(u)
(1971)

Vasicek dR(u) = b[R— R(u)ldu + BdW9«u)
(1977)

Dothan dR(u) = BR(u)dW®9u)
(1978)

Brennan-Schwartz dR(u) = [a— bR(u)ldu+ BR(u)dW9(u)
(1979)

Constantinides-Ingersoll | dR(u) = BR¥2(u)d W u)

(1984)

Cox-Ingersoll-Ross dR(u) = [a— bR(u)ldu+ BV R(u)dW®(u)
(1985)

Ho-Lee dR(u) = a(u)du + BdW9 u)
(1986)

Hull-White dR(u) = [a(u)— b(u)R(u)]ldu + B(u)d W9 (u)
(1990)

Heath-Jarrow-Morton | dF (¢, T) = a (¢, T)dt+ B (¢, T)d W(¢)
(1992)

[ 11.1] 182 oj#x&R ¥

11.2. 7]3}Brown& ol A& 2 ¥

2l (64)9] CEVEHIA 24E5S y =1 281 a =02 ¥o4, v&3
22 718 Browns 5o WEE o|x& R o] Hr

dR(u) = —bR(u)du + BR(u)dW(u), (u=0) (11.1)
AZIH A W% u) lu =0t 9ETHIEESE Q 3slolA Brownesolth o]
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7] &} Brown<-% ] A& 28 & Dothan (1978)0] &7 x5 H7lsl7] 98)A
o] &3 Ao ZA Black & Derman & Toy (1990)7F A A1 g+ o] 2kA|7HE X3 9]
= gtojt},

WQ(t)), (t=0) (11.2)

B
21 (11.2)914 & = 3%ol, CIRO| A& R H 3} w7t 2
A

718l Brown&--§ ol A& R F oA = dHZo| A& H]

1
R(t) = R(O)exp([—b— 1 32]1‘4-

kM, Z27lo1ake R(0)7F o1 =3 st M d=olxta R(1)] FE-EF
f(R(D))= Hd53 2

f(R(1))
(11.4)
1 2
= \/mexp( 2{32 {lnR(z‘) lnR(O)—[ b—gﬁ ]t}
dAZolzH& o] 7|8 Browns s ol AHEREY (11.1)s W2 JH7]AH o]
[£+6]1Q1 &Axe] A oA 7FA] B(t, t+ 6)= o 2o
B(t,t+6§) = exp(f:MR(u)du) (11.5)

W 50 0)7F 3] Aod, ohg AR o] A H k)
E(B(t,t+6)) = E(exp(6§R(1))) (11.6)
eje] 4 sol v, Bhg Amel AAwe,
E(en R = E( 3 Losmmun) = 3 Losmm(R" )
=0 17 i=b a! (11.7)
= HZ{)%S”H”(O)exp(n[—b—%BZ]t+ %nzozt) = oo
21 (11.6)3F 2 (11.7DAA & 4 Aol o 2o A4 H3t).
lim E(B(t,t+6)) = o (11.8)

t—
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11.3. Brennan-Schwartzo] A}-& %3

Brennan-Schwartzo] A& 28 (1979)2 t}3-3 2t}

dR(t) = [a— bR()]dt+ BR()dW(t), (t=0) (11.9)
Z, Brennan-Schwartzo] A& 2382 7] 8l Browns%5o| A& 29 (11.1)¢] FA A el
dF as dg ottty FEHMTES BHAL

z(t) = exp(B WA (t) + [—b——%BZ]t) (11.10)
v(t) = R(0) + f(faexp(—ﬁ we(v) + [b-i—%ﬁzlv)dv (11.11)

A A 1.11704 & F Axol, R(t) = y(t)z(¢t)7F SE0| A (11.9)9
slolth. the Aol A ywth
R(t) = explp W) — | p+-Lp2|s
( t | 2 k) (11.12)
. [R(O) + f aexp(—[S we(v) +
0

H] % Brennan-Schwartzo] A& X o] SH| =& =
(11.12)¢] -9 e] 2ol 3k a4 a)7F At~ %%‘jr A=,
Brennan-Schwartzo] A& 2 g ol| A @A &o] A& 9 & E’—J_Eﬂ—’?
Fold =g AZHE Rogers & Shi (1995)" o} A]

Brennan-Schwartzo] A4 & 28 & AF8-31%

%Ij | e—
2 ot

o

N

(A 11.1) v+ FErEdAdds HE5etes 22 dEcAsids 4y
(

dR(t) = a(¢, R(t)) t+8

SEURPAA (DA BAAFE AZEAR Aol F o5}

| AEolAE R(t)—e— Ao 2 St FeFAdEY] FAAAE
B7Hs7] SSA ol GUT RS A GBSk FAASRIE B(r)9 B gl
Jukz o 7 o]}t o] =50 A% (recombining)dtA] ¥t o]#d FAl WS
Ast7] YA Hull & White (1993)& v 22 W4AZES ALE3FS T

. RO

y(t) = f S0y e @>0) (2)
AZI AW« u)|lu=0}e 9EFTHFESE Q 3ol A Brown&Eolth 4 (2)°l
Ito-Doeblin® 24 2 & A &3lH, b S 4=t

d(t) = [ R Ly p(ey)ae+ awece) 3)

B(R(D) 2
SENEHAA ()9 AT Frds Foete A ()9 MavEs
APEEIA A (3 e S WY U= 5} o] A

Ao 3l (variance stabilization)2} 3Fal, £ A gto A= dEH olg} gt} Hull &
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White= 512844 3= ‘iéé}—t« r()}e] oldui-& 753 v, o
zolabe g {R(H}] ol@FuF5 T3

R(t) = e"¥ (6)
21 (3)oll Al & 4= 9l 9], Brennan-Schwartzo] AF-& 2 8o W3 (6)S % &3t
& 4e deoh
dy(t) = %[ae*ﬂ”—b—%ﬁz dt + dWe(t) (7)
webA ) SEr R (7)S WSS {(v(0)}e] olduFE 53 v
B)E o] ool A&aA d=o|AEHH {R()} o]

(dl#] 11.2) 713tBrown<-& ©] A& 5.8 ¥} Brennan-Schwartzo| A& 28-S H] 13} 7]
AlA, b FEFEREAES FHEAL

dR,\(¢t) = la— bR, ()]dt + BR,(£)dWO(t), (t=0) (1

dR,(t) = —bR,(£)dt+ BR,(£)dWt), (t=0) 2)
A714 a(>0), bOG 0) 233 BO 0)= AFEolth Ed o 2 &0
dygttal 7Hg kAt

R, (0) = Ry(0) = R(0) (3)
21 (1) R (t)% Brennan-Schwartzo] A& 5 & 8] d&Eolxp&olaL, 2 (2)9]
Ry(t)¥ 7]3lBrown--§ | A& X F o] dEFolx}-&o|t}, o] o|A&RYP 5]
FAATES e A U

w(r,t) = a—br = —br = pu,(r,t) (4)
2] (11.12)el 4 & 5= Slkeol, v o] 4 Heth

R(t) = exp(ﬁ wee) — [b+%52]"‘) 5)

. [R(O) + fotaexp(—ﬁ we (v) + [b-I—%Bﬁv)dv]
21 (11.2)14 & & ko], & Aol Ay,
Ry(t) = R(O)exp(ﬁ we(t)— [b+%[32]t) (6)
21 (5)F A (B)dlA] &  AXxo], tha Aol Ay
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Q(R,(t) = R,(¢t) for all t) = 1 (7)
%, &% 12 Brennan-Schwartz?] AH& 28 9] dEo|#E& R (HE
7] 3tBrowns--s 0| AHE R P o] dZo|xE& Ry(¢) Erh Atk weba, ZF a( 0)el
el A, v 5ol A"

E(exp(ft Rl(u)du)) > E(exp(fHSRZ(u)du)) = ®)
A7IN TEE A (11.8) osiA -k 2 (DellA & 5 o], Fof7]te]
ol &S 79 Brennan-Schwartz| A& E Fo| = A x7}x 9] 7|thzko] oo =
Elsageiae L

11.4. Black-Karasinskio] A& 529

ARE A Aol AAN, @RoIAE FAAF a6 RO R
HPG57} obd MAPo 4R PL 3w,

& o2& 2 thr(log) 7t

& el
1o &, Agolgel Ty stEnleeyae

din R(t) = [a(t) — b(t) n R()1dt+ B(t)dW¢t), (t=0) (11.13)
o714 a(e), b(f) agla p(o)e 244 d5sola, {WiUn)les
AdsHSES 3Foll A Brown<%©]t}. Black-Karasinskio] A} & 58 &

Black-Derman-Toy 23 (1990)2] &A1Y WA olgta & 4
0

SA, b()S B(OZF 22 A5 O 0)sh A5 BO 0)Q 2E, = thest
2e o AEFRAL AW RA

din R(¢t) = [a(¢t) — bn R(t)1dt + BdW9 (), (t=0) (11.14)
2] (11.14)° Ito-Doeblin®E 242 & AE&3tH, tha A A=

dR() = R a() + L7~ b R()|de + BRI (11.15)
webA, 2 s < to] tiaf the Alo] A Yk

nR(t) = e b~ S1n1’€(s)+f [e= ”a(u)du+ﬁf o= dlgwl(y)

(11.16)
A (AL16)NA & = Aol AlA sollM BrRAS Fob 5okl 23 stelA
MROE AFHREE BEG S ROL AELTELE e 2
Black-Karasinski©] A} AR o sholt. 2

(11.16)el A & = 3ol & A5 A
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EYAR(2) = exp(g(s, t) + Z%,)2{1 —e *Zb“*sl}) (11.17)

E2(R*t)) = exp(Zg(s,t)+ {1 — e Pl 5]}) (11.18)
714 g(s, )= o 2t

g(s0) = e M ImR(s) + [le M a(u) du (11.19)
A AL1DANA & 5 o], tis Aol HdHFT

lim E9(R(£)) = exp( lim g(s, ¢) + %) (11.20)

o5 2lEo] At
tlim g(s t) = tlim fe’b“’”]a(u)du >0 (11.21)

2 (112003 2} A1.2DA & 5 kel tha o] A4 d3th

(3]

: Q _ B )
}LTEOES(R(f)) exp( lim g(s,¢) + 4b) > exp( i5) 01 (11.22)
2l (11.22)+= Black-Karasinskio] A& 28 o] A4S Hoj =t}
t}A], Black-Karasinskio] A} 53 (11.13)S AH B2} 4] (11.13)9]
Ito-Doeblin®. 24 8] & A &3, b2 28 d+=
dR(t) = R(t)|a(t)+ %Bz(t) - b(t)lnR(t)]a’H—B(t)R(t)dWQ(t) (11.23)
21 (11.23)91 4 & = dxo], dEo|x&4A {R(H)e w474 H3] 75 ocal

mean-reversion level)< b(t) [a(t) + 5 [32(1‘)] olt}, t}e 4= Aol skA)

B(t) = fob(u)du (11.24)

21 (11.23)ell A & 4 lel, ZF s< tof dslA ths 2ol A"t
mR(¢t) = ePE = FOIR(s)

(11.25)
t t
+ feB(”)_B(t)a(u)du—l— fﬁ(u)eB(”)_B“)dWQ(u)
21 (11.25) 914 & = %ol ta A Eo] A3
t

EYIR(t)) = e BOMR(s) + f e P =B a(yu)du (11.26)

Var AInR(0) = [ e~ 2Og%u) du (11.27)

5ol 2& ¥4 o] Black-Karasinskio] AF& 29 (11.13)S W2+ 4 $oll+=
SRR 7AYo zp& kA g E o] g@lElE 5 gtk 28y, YR EE S
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o] &34 ol&e gt FAMES T& F At} Sandmann & Sondermann
(1907)0] el Aelel AaTd [s el Haid £ e [(RGw)du))t

oo o]}, whe}A | Black-Karasinskio] A& % 3
1A &=

gltt. o] #4173 o] Black-Karasinski© ¥ 33l 3
Bt R o] AFae] #AolA HolXA st FE et o]y F
TAEY] 29 AREYo|AES ALY W] HAs= Aottt whehA,
A&Egolag diile] T o)A&S AMEstE Eyo] L TS wa 9l

Eo|zg& R(t)7F v A 754 A (time-homogeneous) 3H&E W] 1A 2] &

‘?}é‘f{“jrﬂ SFAk.

dR(t) = «(R(t))dt+ B(R()dWO(t), (£=0) (11.28)
A71 AW e AT HEESE Q oA Brownsolt}h FEu 2134
(11.28)¢] 3] {(R(t)}+ ItoErtapAoltt. o] Itod4tatA {R(¢)}e] Hol U =gk
p(0,t;x, )= o3 2}

p(0,6ix3) = -2 P(R($) < 7| R(O) = %), (£>0) (11.29)
o] Holdxgs p0,tx )+ B 22 Kolmogorov i &4 A (=
Fokker-Planck®# 21)S w3k},

0. L) _ 9(a(y)1?(§3 txy) 41 o"(p* (Y);y(o Ex1) (11.30)

el R0 SEEEET yw(x)7F tUa S wEsitia 714 1A,
y(y) = ftp(X)p(O,t;X,y)dx, (t>0) (11.31)

2 (113D #AWY y(y)& AA tod oFEs] @5 GEEETF oI o
tli(y)E A% 1*E'u_‘:ﬂj—(statlonau’y densﬂ:y)ﬁ‘r"’ Pr—Eii’, o] <

Tae vEhn 5, GE3E {(R(O}7F A7/ (stationarity) = e+ HolE
(

11.31)S A A"A 4] (stationary equation) o] 2} F-2t},
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A (113D & 5= 9o, 7+ yol el ts Aol A-goh
fq,(X)MdX aqfa(ty) 0 .
1A4% x9 yol dalA p(0,6x )= AR 9 Z7hESolth wEbA, A
(11.32)0] A TS 2lo] A edte o 2= 9t}
(0, 6x5) _

ot (11.33)
21 (11.33)914 & = d%ol, AL =T w(y)© Kolmogorovd g7 2
(11.30)9] #¥S 0o2 3t vy dr2wag 2o dolrt
_ _amp0,6x) o 1 *BA2»)p0,t;x, 5)
T3 oy 22 Aitslzd s s
w(y) =0, fqr(y)dy— 1 (11.35)

e)Ezte] 73 A (boundary)ell tiaiA AmmAl o] 7] 4 e E 1ol
(c,0)2} &2k %, o] Ttodat gL AAH o AAM oo mYd 5 grtw
sab ma, g4 mym thgat 2 dEta 7HgsEia)

2( o & p( 2%25; ds) (11.37)

y(x) =

21 (11.37)9 g w()7F mEA 4 (113405 wshe A2 f4A a9

AT TS A O] Aystta 714 shAL

[ e p( 2“2253 ds)dx ¢ oo (11.38)
2] (11.35)9} ’5? (11.37)01] A g g Skol, B AlEol At
K= L > 0 (11.39)

foo 21 exp( ) 2(12(5) dS)dX
c B (x) c B (s)

2 (11.39F 2 (1137l didshd, Ad2=dtrrt v Ao Ageds &

3l
FreRait ek
exp( 2%253 4 ) .

y(x) =

f

- 130 -



(A A 11.3) T+ & Vasiceko] A& 28 S 2y W A},
dR(t) = b[R— R(t)ldt+ BdwWq(¢t), (£=0)

o7l AWD)le JETHEESE Q dtoll A Brown& otk 4] (11.40)
o %ol ©] Vasiceko| A& o] AL S 71%‘4

y(x) = 57 exp(ébz [[R— sl ds)
=, B Aol *é‘”/‘ii

y(x) = K¥exp ( 7[X R]Z)

d5 y(x0)7t FEDEFFI H7) A b }%*°ﬁ¢§ﬁkﬁﬂ,
AFEEA 113504 &+ Azol, e Aol Fuwn

«_ 1 [ b
K* = 5\
whebA], Vasiceko] A& R A AAEEE AFEE MR,V 2/ b)olth.
2l (6.2)4 & 4 A%el, Vasiceke| A& EE (1)9 sl a3 2o

(1)
ol A

(2)

3)

(4)

R(t) = e’bt{X-I— Rle? —1] +[3f eb”dWQ(u)} (5)
0
% R(OE ATEEE Get 4 659% 4 66094 & 4 Az, ds 45
Ly
E(R(t)) = e "x+ Rle”—11]} (6)
Var (R(£)) = £11— e 2] 7)
2 (6)3 A (DellA & %ol ths 5o AHe}.
}im E(R(t)) = R (8)
lim Var (R(£)) 5—2 (9)
gebd, AolIETF R lim p0, 50 e 2}
}ergop(o,t;x,y) = % ;b exp —%[x— R]Z) (10)

A A0)NA b glstel, deld =g Seety  lim p(0, 6% )7k =415

o] :ﬁl}@—’?l‘c Z71%k xoll &A=t
A (3)2 A (10)ddl A A (11.36)0] AHES dAT = St &, AdEEE
1IJ(J/)S’Jr Hold o F3hgh tlim p(0,tx, )= 2t} wgbA,
Kolmogorov?ﬁ SEEA 2] (11.30)9] WS 002 3hd AAE =S ()7}t
sl Hu R A (11.34)7F 28 ged 5+ 9k [ |
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Ait-Sahalia (1996 a, h)¥= dEZo|A& & A4
A A) 7] = A S 19t} Ait-Sahalia (1996b)= 1973%
Fade 7dE9 vjFarte) fEarbe] Hr o s X
A
]

LS Al ol E ol
B 1995 7k=] o] I
dlolEell 4 ghak

M

2
o
S~
T

¢

ox
e

=
AREE TG EH, 7t o] AL E oA

o|FA o 3 HAEEe}
A olElo A AFA o8 Aol o] BAREEE HusfA, S5 e AES
A AT kol A AW e BE Fa3 ALY Aoyl A et dom,
FrdstA At olAERY Y FAATY AT E e 2o
a(r) = qy+ a7 +ayrit =5 (11.41)
Bz(r) = Bo"' B1f+ Byr . (11.42)

Ait-Sahalia7} A3 32 E Al FdolHo A 7= BAAHS J&3 o]f+=
GMM} zFo] AJHE o]4kstsl AR E S o] &35t WHE g2y 28 FHES
AYar 917] wEo T},

(1) Nelson & Ramaswamy (1990)7} X.¢ 5],
AR o] Oﬂd\_/\]7}?‘sﬂ 2o $HEE= Aol a4
A= A E]OJ

(2) ]

(3) st

o9 1119 19 11.2+% Ait-Sahalia (1996b)ell Al 183k Zlojt}, o

=i AE oA AFs Il fFERIY 7TIdER FAAE dolHAEA]
198378 19957141 &] ol zt&E| o] B 7F A4S zhethal 78 ekal ke
AEolA&RPES o] AGolHeol H3FAZIth o] FeolA 7|2t A g
FAATE A (114D ®Egn) og2 A 4% 239 d=Zo|A&Rd 9
FAASF o dEoIAEe] = a9 11103, dEo|AE&RE e A4 o
dAEola& ] 2 =7F 19 1120t o] FAd A= A &
71 A 374 H (kernel estimation)©] AF-&% At A=
g3l YA thel A= James & Webber (200009 A64S %38}
11104 & = Aol o] FAAFl = 3 Hdddo] EA4dT =
Lol xgo] 7+ [0.03,0.08]014 dAEolAE&2 FAAFE 0

&

=

[.

Hol A4 2 FAAIF9 dojgto]l AXES & = Adrh 17 11204 & 5 5o,
A= %%olx}g ] 0.0821 FoFHEoA Fro] a1, & Eo]x& o] 0.0890 4
HolAF 2 daAFE AR = CEVEY Y= a4 o2 e Kol g}
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drift function
o

(29 111] v FAA S

0020

ECRIRIRIEE S

116. 7). 25 WA= HAEo|x 4 E

Tice & Webber (1997)+ IS-LMEH S wlg o2 o5 2
AENIAERF S AASFS T

dR(t) = alx(t) — R(t)]1dt + 6, dW5(¢t)

dx(t) = B{pR(t) + [1 — plu — x(¢)}dt + o, dW(t)
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il

A71 (O 0 O 0)E AFEERL (WO (WA= 9%
Q stllA A2 =Yl BrownesE°Ith Wt o, = 00|32 o,= 09°]
AEolx&ng 2 A ByYo|t}. FAd, 7d R(0) = x(0) = pol¥, 7}
t(=0)l el R(¢) = x(¢) = polth. Wetd, n& dEo|x& R(1)9}
A AT x(0)e] Z714 Harolgtar & = k. AATHA BdFoA] B,
2l (1144)9) 25 pe 29 #S FHsle Aot ey, AAAZAAE p=
Azl whet -2 1tk whebA, Tice & Webbers p7F tha 3 22

21 wrEetthar 7hA skl T

5L = =]
55 0] A A

dp(t) =

y{6 —o[x(t) —ullR(t) —ul — p(t)}dt + 0,dW§(t) (11.45)
T3 252 BDa3 BFAHS wjAEy] A o AE0] AYitu
7} sk ok
0,=0, 0,=0 (11.46)
2] (11.43)-2) (11.46)°14 & 4= gl%o], Tice-Webbero] A& 2 & thg3} 2t}
dR(t) = alx(t) — R(£)1dt + 0 ,d W(t) (11.47)
dx(t) = B{pR(t) +[1— plu— x(¢)}dt (11.48)
dp(t) = y{6— ¢[x(¢) —ullR(¢) —ul — p(t)}dt (11.49)

w2}, Tice-Webbero] A& 28 -& 32218 o]t} o] Tice-Webbero] A& X & o
ek ZFA 3 W8S James & Webber (2000)2] A11.34S %32}
o o] Aot MFES gosiath

1

st 1T (11.50)

x(o) = Bz oy = =1z = 5 p(0) (1151)
o= Aol Aidal 7 skal.

og=0 (11.52)
21 (11.52)5 2 (1147)-4) (11.49)°] wdshd, thaa 22 A" 2gd s
A=

dX(t) = a[ Y(¢) — X(2t)]dt (11.53)

dY(t) = BlsX(t) — X(t)Z(t) — Y(¢)]ldt (11.54)

dZ(t) = [X()Y(¢t) —yZ(¢t)]dt (11.55)
Al

(11.53)-2] (11.55)% o]Fojx AYun|Euld 23S LorentzA] €l olgt F-Et} 9]
AP EWA A BEE o, 5 2P yol A3 FHES dYstd, 1 =
o

2~ A (chaotic)?] WHE<S Hlt}
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(A 11.4) Tice-Webbero] At &34 ¢ 70274 WES 1¢]7] 98iA, b
MATLAB=Z= 1% CBSlorenzm< 23 s} B2},

function CBSlorenz(itr)
% Lorenz Burrerfly of Tice-Webber Interest Model (1997)
% Programmed by CBS

clf

alpha = 5 ; delta = 23 ; gamma = 0.416667 ; phi = 22000;
ss = 1/sqrt(gamma*phi); mu = 0.1;

A =] -alpha, alpha, O;

delta, -1, 0;
0,0, -gamma ]
dt = 0.003846;
n="1;
u=[000T1;
u(1) = (0.09 - 0.1)/ss;
u(2) = (0.085 - 0.1)/ss ;
ui3 = 23 - 10;
hold on

while n < itr

A(2,3) = -u(1);
AB3,1) = u(2);
udot = A*u;

U = u + udot*dt;
rr = mu + ss*u(1);
XX = mu + ss*u(2);
pp = delta - u(3);
plot(rr,pp,'k.,'MarkerSize' 4)
drawnow
n = n+T;
end
xlabel('{#tbf Spot Rate}','fontsize’,13)
ylabel('{#tbf p}','fontsize’,13)
% end of program

o] MATLABZ 2135 Adsl7] §siA, MATLABH W =3¢ T} =
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w2 1At

>> CBSlorenz(100000)

o

o] WHws AdYstH, ths Tice-Webbero] AH-& X & ol A A A gk

{[rR(6),x(6),p(O)]'| t = 0}9] REAZE TAYAH

o

dX(t) = 5[ Y(¢) — X(¢)]dt (1)

dY(t) = [23X(¢) — X(6)Z(¢) — Y(¢)]dt (2)

dzZ(t) = [X(¢)Y(t) —0.416667 Z(¢)]dt (3)
A7|M BRFEH} 2VIHES o3 2ok

a =25, B=1, y = 0.416667 (4)

§ =23, ¢ = 22000, pw = 0.1, At = 0.003846 5)

R(0) = 0.09, =x(0) = 0.085, p(0) = 10 (6)

28 130l o] BRAZA slFats ((R(6), p(£) 10 < £< 100004t} &
¥ Aolth o] oA e Fs FE Utk mEkA, o] 1"
LorentzU¥]gtal #2715 )y, 27 113004 & F= %ol
Tice-Webbero] AH-& 2o 28 dAEo|a& R(H+ Uy &E THE o7t
A

ptvyls—1] = 0.1+0.0316 (7)

i L 1 L L ] 1 1 1 ]
o] 0.02 0o4 008 002 0.1 012 014 018 01e

Spot Rate

(29 11.3] &AL 71027 WHE
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