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Abstract

The fundamental term structure model is based on the modelling of the short rate.
It is well-known that the short rate depends on the interest rate policy of monetary
authorities, especially on the official rate. Babbs and Webber(1994) modelled the term
structure of interest rates using the official rate. They assume that the official rate
follows a jump process. This reflects that the official rate infrequently changes. In
this paper, we test this official term structure model and compare the jump-diffusion
model with the pure diffusion model.

Keywords : Change of Measures, Jump-Diffusion Model, Affine Term Structure Model,
Brownian Motion, Poisson Process.
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HZ Fd9 71 FE BEYL o E £X 9 vgAA H) A 7 A (non-normality) & i1 8t
o]Folxlx Ut YwrHQ HILHL olx&9 FEH YT A (stochastic volatility of interest
rate) S 7} 3sHA Y jump processE T 3E Ao, P S FHLE Z+E FEle] Levy process
E By o]&3x Y FAHlth ol g FEZFHe YA o|AE&S FER FE F
Ao wFdgozA AAl WHFE AAH/M} AL AAFFY [JoE ZHFIHI Yo
Babbs and Webber (1994), James and Webber (2000)). & Z& olg§ FAE ulyg3ty
jump-diffusion 28 FH o2 A A o]x8&(official rate)S> &8 7ZIFTZC AYsta o8 34
shaAr g
B 29 FAHL g 2ok A 2 A S HAYstn A 3 FMe B2 FAHe Yy
dE EoEr 281 A 4 FL E 29 Ao FAgH.
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B Ao o] oA Zgse 2¥e Ayt (L,¢, P FEIUVLE 2 AEIE, ¢
R RERAFQ  g-algebra, P= ¢ dFd & measure% Uetdth, dERe xE
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A4 ¢ 9@7)o)A-&(short rate) o3 Zo] YeERE 4 Q)
Az =tim—BAed o p 1)
-0 T
714 De x7F AEHe S v dd.
Babbs and Webber (1994), Veruete and Webber (1994)2 8 & F§ 3 o] 3P wat A
ojZ&E WAFLEAN AR olA&E MAAIY AFL &4 FuiE x2 3] Ao
W7 71542 9As 3 Akn 7P BT Babbs and Webber (1994, 1995)¢] B S A3¢] A Aol
A & (officially-set short rate)e <4 jump processZ 71A3L AAS Ueldles Agdss
diffusion processE 7}A& 3t o}
222 U F 8U9& A FEl9 7T E A9l g
dxl = (ax1+8x2+b)dt+0vafx1 + de (2)
de =Y aN.
o 7|4 z¥ @Q-Brownian motions, N< intensity A% Poisson processZ, 231 y& jumpd
A7) gt EXE onFct B ZME jumpd ZVE BFEXE AT aga 9o
A& g3 Zo] AffineR ¥ 7HA T
r = 1 + mx; + 7
A 2 AN FEFETY Aoy HAAAE UEldE ARSIy, F HA
808 8379 BHoAgoltt, AAEAL &F jumpE MY AlF AL diffusione
22 5T 2ol gA EEE & Ut
dey = v(p— x)dt +oVeaex + B dz (3)
714 pE 9SS S JHA S
p = 1—wpe + wxy, 0<w<l.
& A7) ol u A AL x,9 stEFToZ I ASE ABAHA processZ (2)%
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@e wadd, g = —v, §=ovw b= v(l—w £ A4 A}
FA3g BolstA 7] Al a = 0, f = 1& 7FHs}. BE CIR process? 7
B A A Q) #(analytic solution)E& X=%3}7] oj¥r}.
(CIR(Cox, Ingersoll, Ross)7} 1985\, &2 2 square root process® &9 7|¢+x 249
o] 2 CIR process&} F&t}. CIR process= 4 (3)3 Zo], &9

de = v(pu— xdt +oVax + Bdz

SDE(Stochastic Differential Equation)2 W&t} )
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A (2)9 processE @ measure, & EMM(Equivalent Martingale Measure)o|A] A3 on=
P-Brownian motion 2*9 Q-Brownian motion z % P-jump intensity A", @Q-jump intensity
A &9 #AE 2=

z=z'-—f¢91d9,, A=(1— )" 4)
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o714  6,,6, € bounded, predictable and adapted process® #,= 1 Bt} 2} FAHY
0, 6,°] Hel= UntF3 o] E(general equilibrium context)ol] 28 Tet® £ glond, FAEH
& Bates(1996)& 1 & 4 ol
E E9A4 7HAHs ¥ L Duffie and Kan (1996)2] affine R 02, €Aa714L g9 47
zo

Axy, %9, ) =explA() + B;(D x; + By(2 x). )]
o] A% spot yielde

Hx) = ng +mx; + 7%

o #Hejz FEHW g9, 7, e G EFo2  Hd"l 4 Qtk(Babbs and
Nowman(1997)). uw&}A] Duffie and Kan(1996)9] 932 AHE3s4d 34 B(1), B,(7), 181
A(De v vEdAA e s7t "o

Bi(1)" = —n +aB(d, B0 =0
BZ(T)' = —7, +0 Bl(f), Bz(O) =0
Al = =9 + SE B + 5B + 2D, A =0

714 Qe P=e BeEd Fo|o
3. JErHe =3
3.1 MLE(Maximum Likelihood Estimation) TA}

T B 2N HE8 28E FAH BuAdg, FA s vke}; Zo] jump-diffusion &
£ diffusion 28 F A vla] BA] &}t Becker(1981)E F4 £ &L jump 23 A

Ball and Torous(1983. 1985)% Bernoulli jump process® 7}A st MLEWH o2 28 & FA3}

A=), jump intensity’} &S 7% Gaussian Bernoulli mixture:= Gaussian Poisson mixture$}

Ao FUE Aoz LA Ut o] G HFgozA AR A: F5E WA A 2R F

AR} A Baz and Das(1996)= o] WS o] &3ty jump-diffusion E8& FA v}t o}, &

AAME o]g} e WHE olf3le BYL FAHEIA It M spot rate® affine RHOE
=& 7M.

7o =y tmxy Xy (6)

UM AR gKe] dHET xF xE UEH Fo] EHHT
dey, = v ( p— x)dt + odz, )
dxyy = y dN, 8

o]7)A, jump intensity A= Agolth Igm HIE RIQ y= FFo| vy, BEite] 2 AFEE
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g gadxn RS (DF @) J& dre g Zol x A
dr = nde; + 79ydx, 9
= n(ax;+ &, +b) dt + nodz + ny dN
dre]l Z7A® 2 ¥ = Gaussian Poisson mixtureo]”] #&o] &3 (infinite sum)22 @A
93] Ball and Torous (1983, 1985), Baz and Das(1996)¢] W3} 2Z¢] dNE Bernoulli Jump
2 ZXHapproximation)& ZAolth o] AL dr Gaussian Bernoulli mixture7t BT Gaussian
Bernoulli mixture®] ZAY AT F4E mlx: O FFsE 0 FAHsAoF T EFF7l
. 2935 4 (99 AdeAe 77 A& EFEE wE FAsHN ok g, 7, and 7,F
2R87] dAME thEe A& o8 Aot
ry= 7y toxy tapxy +ow, 10
o}71d, w,= white noiseolth. Ball and Torous(1983)9] FAWWE o] &34, (D& F 7t 3

o2 U%x 4 9t} Z Hamilton(1988, 1994)¢] regime shifting EF A& dro] diffusion
processZ WE A%, F 4 (9A HEJ e B+Y
dr= n(ax,+,+b) dt + 7o dz an
# dro) jump-diffusiong @WE A%, & FZ7 Y& B¢
dr= nax;+0xy,+b) dt + nodz + 7,y dN (12)

o2 Yol Azte $ . Bzade :gsr] 98 drl(dummy) RFE o8-8t 40D
3} (12)€ Te3 o] o) iksk(discetetize) N L Tt

dr= By + Bx, + Byxy t+ &1 (11-1)

dr= By + Bix1 + Boxy + B3D + & (12-1)
7M€, = BT 0, B £ AF BEolm, g,,& B 0, B 5 At £k aex
Bo=mb Bi=ma B,=md By=mE®elth A (12-DM FZ7t e’ D=0 HH,
D=1°}4 (12-1)<

dr= By + Bixy + Buxy + By + &g (13)
o] gt} WA $EFdFE MY EHEH.

—(dr— B, — ~ 2
m(dr . @) = 471;;’1—13)(1)( (dr— By — Byx; — Byxy) )

27s, 2%
— - _ . _ 2
\/—2"7“2 exp(— 47— Ay 31;6812 By = BD) (14)
2
HeA, 21 $ESSE G 2.
nL(dr: @) = gm[m(m,.: 0] (15)

7|, @ FHstlol & BFER O0=(8, B, By, By, A, s, s)oIH
E=2oH A1g4® ARE the#} 2k Dahlquist(1996)9] =&MAY $2e 98 A8 R F
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i 29 QF(d: AZHL2, high bid-asked spread)E Z©°]7] 3] €AAEE A& HT}. AL
F8 AsE 19824 295 E 19973 5¥97tA ¢ vF9 Federal Fund Rate(FFR)$} Discount
Rate(DR)e]t}. o]7i3te] A8 E HA, g o] 5 ¥ o9 H=yt 5 W WA Gaussian
Bernoulli mixtureZ <AMstE o] 2 471 gith 94 (85 E AIEE A $ ol A7 Alers
e oul, ol 2EARE AR B 29 AR XAHFT 4 vt Babbs and Webber (1995)&
2} FFRE short rate »2 WAs4 2, DRE jump 8% x,2, 283 FFR¥A DRE Aol& x4
o 2 AR H Veruete and Webber (1994), and Balduzzi, Bertola and Foresi (1993)).

32. 4543

B oAddde 2HAAE g9dt. 4 <E 1>oA BXo] FFRY 7% kurtosis® BP0z A
FFRE| jump-diffusion process7}d2 E}@d Roz ueiygth 4 (15)9 MLEE 3 &3t7] Ao
A (100ez FAHE 259 834E 98 r=FFR, x,= FFR— DR, 1831 x,=DRd W&
Augmented Dickey Fuller(ADF) test® ©]£3l4 unit root test& A E&ATh <& 2>+ Zrds
o] 3 ADF HAZAAEZ ovu|dr), Ao EXo] FFR% DRel unit root7t Y& A2 e
vk mEtA A (10028 48 e A$ super-consistentdt®, 71&€9 t-HAWHA, HA
EAgog ADF statistic AMgstgd. &H Z+ @5 Aojo] ¥ A E#Al(cointegration
relationship)7t 4 ¥atEA& A7) As 348 A4S Ak <X 3>oA Bxe] F4E 4
9 ARE FAAA Aoz Yrh} wWFAlod A7 FEBAI LS &+ At ole ZA
W0l ZEolrtgo] Ar|Hoz A BAE FAGE FA 44HE 45 Engle and
Yoo(1987)ell ¢jst® FE HAgAo] AW Wfy Fo we exe] BEJ WiE RA2E YE
drh oA, olgjdt A= ADF test® 3HA %3 Engle-Yoo test® o} &3-%th

(Engle-Yoo test™ ADF tests} wta7}A 2, 374 2] (estmate)?] Asymtoitic distributiong AR
(Functional Central Limit Theorem)& ©] &34, 780, Engle-Yoo (1987)& 71&9 3% AA4, 49
WMo 571 F7bstd, extel B¥IF 7|&€9 ADF A#9 d2A di& B o9 Engle-Yoo statistics
ool A% Ase %94L AFsE EAELE, Ws o) wl WEs, Engle-Yoox ° 2X& AME
dolig T, 73to AFHATH)

S8 <E 7> A11-1)F (12-1)8 LR testE AAalz] 918 diffusion B8 & FAH Aol
Aot <E 4>9] jump-diffusion 2¥-& ¥ 2 8HH, Log Likelihood #ol 597%E F7H8t %
288 diffusiono A jump-diffusion®. 2 ®lE A$ Adgdo] IA Frtste Ao e
vl <E 4>= MLE A2 30|t} MLEZA & BHHH(Berndt, Hall, Hall and Hausman)%
(BHHH %o 94wzgl 5% H438 & dx FH Ak AME &= pp 122-145, "The
Econometrics Analysis of Time Series”, Harvey(1990)& #3 & 4 it} )

S AEHUTG <E 6>& <E 5> olgdd] Qe 24 B4&E ABHY 4P A @
Aot} <E 6> BW, wE 07812 Yehtx o F#HAN DRY 2,7t ¢ RO o F48 29
o2 Jeytl 33 jump intensity A7} 03872 JEbod jump =719 HHo] -0483 %, &

Aol 0002747t YEPE 2 jumprt TS FAHOoE 2dolA(spke)FE & & AT ol
Babbs and Webber (1995)7} A Q%] F§3Fol A2 2HZS WAANIA &1 3
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Yoz $95n 9 duHn

4. 8k 49 48
g 29 2He FAAE jumprt 9E FF AHoIRAEE BT (short rate)d) TIEA=
olgstal, 29 TR E AU WRE vEe FYUINTE BYe WrlFe Rgoen
FE dsht B 2 Adoled FYd AT AYAUTh B FAH AZRHL 5
jump-diffusion E&o] T diffusion E&ol| vl3] 7|77z HdHEHo] F& wdn, HHoxs
o] N)2FE el H4¥L At

<X 1> 7]12%A4% (monthly data) (unit,2)

Mean Variance Skewness Kurtosis
Fed Rate (7 ) 7.76 12.40 1.18 157
Discount Rate ( x,) 6.62 7.23 0.92 0.67
FFR-DR (x;) 1.14 152 2.54 9.82

<¥ 2> FFR, DR, x, 992 2A

6
(i) A4DR,= vy, DR, |+ Z%y,-ADR,_iH
Parameter 71 79 73 74 75 76
Estimates -0.008 0.118 0.141 0.062 -0.062 -0.010

Standard Error 0.002 0.074 0.071 0.070 0070  0.069

6
(i1) AFFR,= \FFR,_,+ Zzzy,-AFFRt_,-+l
Parameter 7 10 73 74 75 76
Estimates -0.023 -0.035 0.028 -0.098 -0.014  0.012

Standard Error 0.010 0.079 0.086 0.084 0.081 0.074
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6
(iii) dxyy=71%-1 Z;ytdxlt—i+l

Parameter 71* Yo 7a 74 7s 76
Estimates -0.298 -0.049 0.029 ~0.058 0.009 0.029

Standard Error 0.050 0.078 0.090 0093 0.086 0.073

’étz FFR,— FO_ ’B\lxl_ B\sz

(iii) de=a e+ gaiﬂd e,_te,

Parameter al* ay a3 a, as ag
Estimates -1.006 0.033 0.138 0.118 0.115 0.104
0.074 0.069 0.091 0.098 0.087 0.065

Standard Errors
(D * & 79 2 1% #4.
(2) FFR, x;, x,2t°le] 33 % #AE& 714. 44 Engle-Yoo statistics AF-§&

<¥ 4> 24 #4 (Bernoulli Mixture Gaussian)

Estimate 0.042 -0149 0117 -0.561 0387 0.038 0.041

Standard Error 0008 0001 0001 0038 0152 0001 0.001

(1) A#x= 188
2) * = 79 F& 1% F9.

(3) Log Likelihood %t : 5583
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<Z 5> 17, 7 and 7, (OLS) F4

Parameters 70 /2

Estimates -0.287 0.295 1.162

(1) DW (Durbin-Watson Statistics ) = 2.01

<% 6> Y54 (Original Parameters)

dr = v ( p— x) dt + n9odz + 9y dN.

= (1—-wpu + wxy, 0 < w<1 xE ‘u(long run rate)¢t x,9 7tF HFoz A,
a= —v, 8=0vw b=v(l-w p

v b a ) u w ¢ v s
0508 0142 -0508 0397 1.277(%) 0.781 0436 -0.483(%) 0.002

Parameter Bo* B* Bo*

Estimate 4480 -0826 -0.084 0.245

Standard Error 0.023 0.005 0.002 0.002

(1) AF= 188
2 * v 9 ¥ 1% 9.

(3) Log Likelihood #t : 4986
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