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An Application of Monte Carlo Filter for Estimating
the Term Structure of Interest Rates

Akihiko Takahashi

(Department of Mathematical Science, University of Tokyo)

Seisho Sato

(The Institute of Statistical Mathematics)

We have developed a new methodology for estimating the general class of term struc-
ture models based on a Monte Carlo filtering approach. We utilize the generalized state
space model, which can be naturally applied to the estimation of term structure models
based on Markovian processes. It is also possible to introduce measurement errors in a
general way without any bias. Moreover, we illustrate our method using an affine term
structure model and JGB data.

Key words: Generalized state space model, Monte Carlo filter, interest rate model, affine term
structure model.



