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Long-Term Behavior of Stochastic Interest Rate Models with Jumps and Memory

ZHOU Wenxin', DIAO Yifan®, LI Manman®
(1. The Finance Department, Chongqing Normal University, Chongqing 4013313

2. School of Mathematical Sciences, Chongqging University, Chongqing 401331, China)

Abstract: [ Purposes]In order to better reflect the dependence on time, which is caused by the cyclical economic environment or the

prediction of the impact of future monetary. [ Methods |Martingale pricing method and related mathematical tools are used to study,

by assuming that the short-term interest rate model has a random reversion level, considering the three characteristics of stochastic

interest rate model, namely, the delay, jump and time dependence of reversion level. [ Findings ] At the same time, based on the o-

vernight Shibor data of Shanghai interbank offered rate, the WLS regression analysis method was used to conduct an empirical study

on the CIR stochastic interest rate model. It is found that the fitted curve tends to be horizontal. [ Conclusions ]Revealing that long-

term benefits almost certainly converge to a random reversion level.

Keywords: stochastic interest rate model; jump process; memory process; long-term return
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