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£ 7=0.5 7=050 =015 7=050

(d) gt RMSE ot RMSE i RMSE gt RMSE
025 -0.023245051 0.043790159 -0.022405316 0.159094381 -0.047680984 0.092624319 -0.048154228 0.24728156
05 -0.021502067 0.048970809 -0.022177521 0.158017993 -0.046168321 (0.105744615 -0.048024375 0.230950007
0.5 -0.020484213 0.05432564 -0.022317191 0.161371813 -0.045628135 0.118296001 -0.048372025 0.224521943
1 -0.019953191 0.057864904 -0.022677231 0163237652 -0.0457077 0.126687055 -0.04899936 0.220215135
15 -0.019742263 0.060248067 -0.023699761 0.160094707 -0.046846113 0.133260664 -0.050614388 0.210177703
2 -0.020076107 0.059280888 -0.024804363 0.152084846 -0.048470994 0.132564987 -0.052280888 0.198783472
25 -0.02058899% 0.057269013 -0.025819153 0.143657239 -0.050108793 0.129461787 -0.053796917 0.188876764
3 -0.02112119% 0.055256464 -0.026692642 0.136798067 -0.051582308 0.126135863 -0.055085031 0.181737802
4 -0.022036492 0.052367029 -0.028029146 0.128859503 -0.053908059 0.12127639  -0.05704297 0.175059902
5 -0.022709454 0.050893033 -0.028947367 0.126302781 -0.055536928 0.118826684 -0.05838247 0.174495016
10 -0.024200905 0.050225204 -0.030915443 0.131469336 -0.059062678 0.118046929 -0.061247195 0.186538571
Ukl 304 el
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() it RMSE it RMSE it RMSE it RMSE
025 -0.071940248 0.132321952 -0.068252306 0.295364101 -0.092792183 0.184147379 -0.097375275 0.346090019
05 -0.071400509 0.145501135 -0.066970207 0.258236414 -0.092833065 0.186900697 -0.096625931 0.30799239
0.5 -0.071740076 0.159974697 -0.066676129 0.234472515 -0.093595388 0.196579007 -0.096634955 0.285341337
1 -0.07260675 0170080144 -0.067001473 0.217959644 -0.094770749 0.204523898 -0.097109995 0.270049456
15 -0.075062785 0178191955 -0.068597019 0.195825301 -0.097619318 0.210783889 -0.098739162 (0.248762609
2 0077713625 0177345864 -0.070611414 0.181936123 -0.100484555 0.208943213 -0.100620348 0.234100039
25 -0.080148081 0.173482673 -0.072568768 0.173788255 -0.103039021 0.204436783 -0.102393091 0.224700917
3 -0.082243183 0.169341332 -0.074300544 0169910781 -0.105203561 0.199954045 -0.103938579 0.219717347
4 -0.085448429 0.163330059 -0.077002573 0.169799626 -0.108477359 0.193946058 -0.106325093 0.218410362
5 -0.087650305 0.160364722 -0.078881798 0.173989748 -0.110709915 0.191468261 -0.107974231 0.222437621
10 -0.092369664 0159852238 -0.082935041 0.194594991 -0.115476566 0.193691652 -0.111519511 0.245270823
7)1t 5714 6719
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() Bt RMSE At RMSE it RMSE Bt RMSE
025 -0.119522617 0.224363965 -0.126601153 0.354205685 -0.150260417 0.272270056 -0.147910001 0.311091801
05 -0.120098473 0.222816333 -0.126764237 0.323825075 -0.152128416 0.26164941 -0.147942742 0.292679796
075 -0122165321 0231470592 -0.127346746 0.308044354 -0.154208751 0.265902635 -0.148521768 0.285577212
1 -0.123971164 0.239662222 -0.128163788 0.297704809 -0.156336085 0.272234672 -0.149413482 0.280950131
15 -0.127715642 0.247046529 -0.130059917 0.281391088 -0.160372424 0.278609733 -0.151573536 0.270382829
2 0131161285 0246018694 -0.131924504 0.267860726 -0.163864372 0277436912 -0.153745682 0.258671223
25 0134106758 0.242015743 -0.133570045 0.257970193 -0.166753647 0.273402793 -0.155682017 0.24888414
3 0136045284 0.237888173 -0.134956781 0.251965043 -0.169100305 0.26927489 -0.157322683 0.242270461
4 -0.140168648 0.232439709 -0.137045557 0.248656441 -0.172534868 026302617 -0.159804028 0.237257912
5 0142610935 0.230443999 -0.138466181 0.251343237 -0.174826279 0.262136637 -0.161496124 0.238465154
10 -0.147793281 0.234249966 -0.141495041 0.272392247 -0.179661754 0.267076069 -0.165108804 0.256113024
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TEWS Yit Yot
SHES ATFA t-#% AFFH% t %
c -0.13739™ -1.89 0.12387" 2.10
X, 0.33333 0.83 0.28779 0.89
X -0.23411 -0.58 0.30901 0.95
X o -0.98342" -2.43 0.89122" 2.71
X, 0.00690 1.25 -0.00902" -2.01
D, A 0.01092" 1.94 -0.00963" -2.11
D, 0.00949" 1.70 -0.00719 -158
Xy -0.03611 -0.35 -0.00095 -0.01
X 0.12591 1.20 -0.14621"" -1.72
X2 0.05893 0.52 -0.04811 -0.52
X5, 0.03023 1.64 -0.02488 -1.66
X5, 11 0.00606 0.31 0.00914 0.57
D, R -0.02409 -1.30 0.00464 0.31
Yo 0.37443 1.24 -0.26944 -1.10
Yo o1 0.40027 1.09 -0.18109 -0.61
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abstract

Before the financial crisis in 1997, Korean bond markets had been those of corporate bonds
with relatively high market yield. During the period, most of major institutional investors tend
to utilize passive strategies such as buying and holding. After the crisis, however, they could
not help choosing active bond management strategies because of lowed yield level and
intensified competition among the financial institutions.

This study is forced on the yield curve, which is the reflection of all information on the
bond investment environments. The study also make analysis on the major economic and
securities market factors and its structural relationship with the shape of the curve such as
level, curvature and slope.

For these purposes, an empirical model based on the Nelson-Siegel Model is estimated with
the data during 1999~2006. Out-of-sample forecasting is also made to test the usefulness of
the estimated model. In addition, the dependent variables which are the estimates of level and
slope are estimated on the macro variables and securities market variables. VAR and SUR
models are used for the estimation.

Estimation results show that level and slope of the yield curve are influenced by the target
call rate change, exchange rate change rate, inflation rate. These results provide practical

implications for the active managements in the overall treasury bond markets.

Keywords : Active Bond Management, Yield Curve, Nelson-Siegel Model, VAR Model, SUR Model.
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