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There are two types of tenn structure models in the literature: the equilibrium models and the no-arbitrage
models. And there are, correspondingly, two types of interest rate derivatives pricing fonnulas based on each
type of model of the tenn structure. The no-arbitrage models are characterized by the work of Ho and Lee
(1986), Heath, Jarrow, and Morton (1992), Hull and White (1990 and 1993), and Black, Dennan and Toy
(1990). Ho and Lee (1986) invent the no-arbitrage approach to the tenn structure modeling in the sense that
the model tenn structure can fit the initial (observed) tenn structure of interest rates. There are a number of
disadvantages with their model. First, the model describes the whole volatility structure by a sin gle
parameter, implying a number of unrealistic features. Furthennore, the model does not incorporate mean
reversion. Black-Dennan-Toy (1990) develop a model along tbe lines of Ho and Lee. They eliminate some of
the problems of Ho and Lee (1986) but create a new one: for a certain specification of the volatility function,
the short rate can be mean-fteeting rather than mean-reverting. Heath, Jarrow and Morton (1992) (HJM)
construct a family of continuous models of the term struc ture consistent with the initial tenn structure data.
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From reader reviews:

Guillermo Behler:

Inside other case, little persons like to read book Interest Rate Dynamics, Derivatives Pricing, and Risk
Management (Lecture Notes in Economics and Mathematical Systems). You can choose the best book if
you'd prefer reading a book. So long as we know about how is important a new book Interest Rate
Dynamics, Derivatives Pricing, and Risk Management (Lecture Notes in Economics and Mathematical
Systems). You can add expertise and of course you can around the world by the book. Absolutely right,
because from book you can understand everything! From your country until foreign or abroad you may be
known. About simple matter until wonderful thing it is possible to know that. In this era, we can open a book
or maybe searching by internet product. It is called e-book. You need to use it when you feel bored stiff to go
to the library. Let's read.

Melvin Robinson:

This Interest Rate Dynamics, Derivatives Pricing, and Risk Management (Lecture Notes in Economics and
Mathematical Systems) book is just not ordinary book, you have after that it the world is in your hands. The
benefit you obtain by reading this book is actually information inside this reserve incredible fresh, you will
get details which is getting deeper anyone read a lot of information you will get. This specific Interest Rate
Dynamics, Derivatives Pricing, and Risk Management (Lecture Notes in Economics and Mathematical
Systems) without we realize teach the one who reading it become critical in pondering and analyzing. Don't
end up being worry Interest Rate Dynamics, Derivatives Pricing, and Risk Management (Lecture Notes in
Economics and Mathematical Systems) can bring any time you are and not make your bag space or
bookshelves' grow to be full because you can have it with your lovely laptop even mobile phone. This
Interest Rate Dynamics, Derivatives Pricing, and Risk Management (Lecture Notes in Economics and
Mathematical Systems) having great arrangement in word in addition to layout, so you will not sense
uninterested in reading.

Dennis Jenkins:

Can you one of the book lovers? If yes, do you ever feeling doubt when you are in the book store? Attempt
to pick one book that you find out the inside because don't judge book by its handle may doesn't work the
following is difficult job because you are afraid that the inside maybe not seeing that fantastic as in the
outside search likes. Maybe you answer might be Interest Rate Dynamics, Derivatives Pricing, and Risk
Management (Lecture Notes in Economics and Mathematical Systems) why because the fantastic cover that
make you consider about the content will not disappoint an individual. The inside or content is fantastic as
the outside or perhaps cover. Your reading sixth sense will directly direct you to pick up this book.

Robert Mangino:

That publication can make you to feel relax. This particular book Interest Rate Dynamics, Derivatives



Pricing, and Risk Management (Lecture Notes in Economics and Mathematical Systems) was multi-colored
and of course has pictures around. As we know that book Interest Rate Dynamics, Derivatives Pricing, and
Risk Management (Lecture Notes in Economics and Mathematical Systems) has many kinds or type. Start
from kids until youngsters. For example Naruto or Investigator Conan you can read and believe that you are
the character on there. Therefore not at all of book tend to be make you bored, any it offers up you feel
happy, fun and rest. Try to choose the best book for you and try to like reading that will.
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