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2€ Mol Bk 53 GMME A8Wo] 9@ 21 ohleh 74 (robustness) o] e F2

02 GUA QoA B TN WS AR ASHE 2Pl Teh} B AFelA %
2ol GMME 1 AHg o] 2818 B ted NLLo|u 2. deiihgo] ulsie] A58 544 4
Stk S8 AR FARS/ £ A9o] GMME w)9 £4 23 48 Hol7] Ak,

ox

off &

ro
L3

TREN: AU, MSZAZANY, Lust HEY, Vo222 S, Vasicek model.

1. M2
SaRge TR BEA A4L 95l A5 A8HE Bl sElHoR a4 Xk £
AR flan )9 SRS glan, )E 2 SEV 23R4

dXt = f(Xt, t)dt + g(Xt, t)th

9 Sz FolAE A%y BEARE 2t 4 vhnm FERGoIh 53 [(X,,0)% g(X.,0)7 A2
2 oushe W4 1ol BB 4 o] olmEImPolehu Stk &, o EuTH S

SE2A FolAlE AEAT FEAY oI o2 AEFEH 2 xS

Lo

X = Xo+ / F(X)ds + / 9(X) AW,
0 0

olth. AT} f(x) e} Fxrers g(x)7) A A {4 (global Lipschitz) 2 713 A1 8 & 7}(linear growth)
2AE WEIE= A Fds A EAlSE F, BE ¢ > 08 2, yoll tigke]
If(z) = f(W)| + [9(z) — g(y)| < K|z —y|

o 7t FFATAT 20100 7= ATA AR A QG Wop A AT ] T(NRF-2010-327-B00267),
2R AA R (121-742) A& A BFZF ALS 1A, A7 thetn 4 Q43R w4, E-mail: widylee@sogang.ac.kr
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@) +lg(@)* < K (14 [2f)

ol 27& WEd= K7F A8k, 2715k ¢7F El¢Po] R He FEHsE Foixe 3¢ 4
ki 43 73l X7} £A)3t) (Karatzas@} Shreve, 1998, 57F).

Bachelier (1900)$} Samuelson (1965)°] BEe}22%3} 7|slHEle+5S 53t F53AS 41

TR, FEANE AW At thgst FejY] AT f( X)) EabEs (X)) 7F 2= A, o
o whal thekst Fxkrd o] Aok AT} Vasicek (1977)2 Ornstein-UhlenbeckEH-E 742 o] &3}o]
d7)o12e HAS Agstgoen] Cox 5 (1985)8 o|x& 25 1317] 9)8te] CIR(Cox-Ingresol-
Ross) 23S A|¢kelglil, Chan 5 (1992)2 WA|AR o} CIR 28 5 7|20 AdHdd =3
2 gulslsle] u)= o2 Al AFE 95le] CKLSE E8= 23S A|lerstgith. Blackd} Scholes
(1973)7} B2t 9l 7]} H 2}-&-2-5 (geometric Brownian motion; GBM) 2.2 Z719] £4 Y& =3
3lota o2 RE F4 7S &% o|F, FIRFS A AA Fok 8 sEld Y3 iy
EoE AE A Ha, gL vtk ARt 74 2 oojzge] fA4Y A5
7] A e R ARH I Qity. B4 A 7HAE RE3eh] sty &

ok

o]

r

rl
oﬁL‘
[o
>
o
off
FF
)
Jo
i

o‘i’—.\@?_] E’-ﬁo Exqo] 7]'“3]'7] fq1

FAEe) et E )8k

Z Ao = AR st A7 EAAE T 8T 4 7] W Fo]

ik g o] 83te] XA AR H85H7] HsiAE

Atk olE fste] ASH A5 E v R e By

7} dojof sHFEAFEY 71 T o2 =

Aol QoA A3 B2 AKAIL B

& ko)l glth. wiRol o|xtdog HEE A5 E vE =

o] A7F 8Bl olAtH o g AEH ASE HIEORE AGKAIT BRYPS FAs= A

‘6}——31] ol st o] F 2 FAHAA WA= LAE “olAks} H O] (discretization bias)” 2}al ). Elerian
% (2001)2 A3 el FAET) o xkslHY 7L e A AYTFE FAS = o E HoEh

Zefol] oj2fst o]iks) HOE Eolal FIRY Basd

At= o] gt} 1985 o]F gatE o) th st et A H 0] At o] gt 2 AFolA = 4t

28 A WY 5 Shojie} Ozaki (1998) 7} A <+stk NLL(New Local Li nearlzatlon) —%—@‘?jiﬂr Hansen

(1982) o] A<kt GMM (Generalized Method of moment) +HHE F4 27 AR 7 At} Hurn 5

(2007)2 Ftry =40 AHE 5 e D}ok} FAHA S F

Aol Qe AN, NLL 373%, GMM 232 oz e 24wl vsel 1 48]
WS 43, 1 FA AT A St A4S AT 98E Bt £ =R 349
4 AWE Atel A7 A8 L ole FARFEe] thste], NLL 2435 2 924, GMM 7
We FH0E 7 FAPYEY 542 BAYL Sale] AvRA B Aotk RN o8 4
Sl A% GMM o] 3 Sagsel Adslel e 247k 245 olok s 3¢ the P S
Hsto] MSE7} A7) 4 2e] 99iet

2
SARPoes v g ZIFS0] Akl Aok 2 AFelMe LdH2AM, GMM F4H,
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NLL #%3%e] vag 9ste] the st 2 Buye 71202 stol 1 4% wash A
SuekeeFe A48e ol AAYYel HekeeF e HYUste] ol
SA7NA FANA AZAL FA7AY $HYS BT 01§35 Ak 75
3 e FEWNE Yo BAAT

dX: = pXedt + o X dWy.
ANstuetee
J_E_/K—]o] Ol_!
Aeueies
B3te] dojA

S0 148 nYslap] AU 242 27 9ok, B
S 7120l A 9] 1A Aololl tigk RY35LIL oz, 7HA e Bl thEt Ry3E

ol AANA A Z7HA WS} WAl Bk & dwsta §l7] afZeltt.

FRAT RS T4 B9 W] oAEE TATRE BN AT ABHE S}

¢z}o] o] &2 whA Ornstein-Uhlenbeck ¥4 &2 OU E4l2g Sog Ha=71 it}

SguEgA 0z BasE 02t oot

dXt = Oé(ﬁ — Xt)dt -+ O'th.

$19) Aol a > 091 298 TSR X, gkol B71AF 6 K} 2 Folehd a(f — X7 84 e 2
A Hol e4rAEe 2E RN HER X, He f2 BAU AR X, 3ol B714F 8
B} 2R A9 gAn o] Ao Frt Hol A2FF o7 X, 32 7| H(long-run mean) Zk
F9 o B2 Aot 2 ax HTEF S E (mean-reversion speed)etal 21, o] gro] F4F 3
dog Be fyshs el Atk

CIR 232 Cox T (1985)° 2l3st] Aot Fatatgdoz dA#A3237 (Feller’s square-root pro-
cess) 02 £2]7|% gt CIR 232 SEv|ERAA s mdsH vt 2

dXt = Oé(ﬂ — Xt)dt + oV Xtth.

CIR 29| FAFSE wAARY] FAF4s) AT 5, CIR 2 oA WA A=Y 2o B2

Aotk Wehy fE 371BE0] Hv ok BEEASES Dok ARGl e Fadaol A

WS X7k AYE A AR CIR BEo)AE S857E Feas Xool vleldieh wAAmge)s
o 2HES] W5 A o] o2& SE ulelsHA G 45z BB, CIR BYel Mt ol2&e] s

do] 0|29 AlF ol vl sA T

Chan % (1992)€ CIR 2§S #43te] 0|8 4ol WEAol o4& 429 BP+7 5+ CEV

5Y9 dFoz the) 2L FEANRPR A 5ol £EHE 2P TS

dX; = a(f — X,)dt + o X" dW;.

o

Yo

S

0
=
=

2 Generalized Method of Moment)& o] 83to] 9] Ry 4T 7S A3}
< o] AFE PP AFAESY HEZAE WA CKLS(Chan, Karolyi, Longstaff,

3
i) F42 Astel s s o 7P TRt o] wed Well sto] A5l AT
[e)

Xira = Xi + f(Xe)dt + g(X¢)dW



1010 dti=, olgs

ro] ol 4ts}ato] Faks o Ael-vhRokut ZAPEolth o8 HE 1 e dejTApoleha ¥
Ik 2.9 TANS T Aol BESEAE F del RIS sl wwA FL &
Azdthe 3AE AL A7t S, A5He FauYL ol4Hel By el 42
14 AN HEH s ALA FEHA] 2ol B BAA BAANZRE ARF
A& A3 ek

o

_4

u mlo l’ﬁ N

o)
-+

gk ot

oo 2N
ﬁ,.ﬂoﬁi_@‘

3.1. NLL 2o tiolod

Shojigt Ozaki (1998)°l ©}ste] A|ehd NLL 2 S e e Bgstal H2ohe W= th
I o] foFdTh A (11)2 S g

o &)t} WA REIA y = p(20) & NeASHe BP o) B2l oJto] Tkt Lo] Sl
7} 45E e SER R 0% ko] Zbsdtet

dy: = ay (yt)dt + oodWre,

d2<p
o1&} 22 o]-f & NLLoJ thst 7ol thst A %
da:t = f(itt, t)dt + O'th (31)

A Bl thste] dste Aoz SE3Ith o7 A FAFFE ool he AP 2 T4 Ab(locally
approximate) A| 7] 7] 9]3to] o|EFAlE A 83H e T AHE AT

B 0282f of f

O|ZHE fE .9} toll A AP}t 3*}6}“4 o3t 2tk

of
Ls = %(‘Ts%
0% 0% f of
MS 7@(135,8)"’&(1&,5)7

et &, f(z)) = Lawe + Mot + N.2 B8 £ vy A3 4 (3.1)2
dz; = (Lszi + Myt + Ny)dt + cdW, (3.2)

st zol BAATE o7]o] AN (Girsanov) BElE A&, y(u) = —1/o(Mu + N,)} 317
We = Wi — [1y(u)dughstd Wb Bebegol Hu% sk $B2E7 2490 5 ohew ge
g Ry oz o] Hgho] 7ps3sit)

day = Lexdt + odW,.
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ol uj, o] Aol M 1,5 y, = e ol 2 WSS, 9] A2 th23} Zo] y,ofl tid Ao £ At
t t
Y = s +/ (Mou + Ny)e ““du +/ “Lsvgw,
o] & z,0l tidte] ThA] s,

t
Te = xs + 7]0([%8) (eLS(t*S> - 1) + % {(eLS(t*S> — 1) — Ls(t— s)} + o/ el=tWaw,

oty ofm, z= FAto]
62L5(t75) -1
2L,

Z 3 (joint density function) p(z1,x2,...,zNn)ZFE AoIX

Q
V)
/N

log(p(x1,x2,...,2N)) = Zlog(p(«’ﬂnern))JrlOg( (z1))
n=1
N-—-1
-1 > {{ome Bl tognvi) | + tortplon)
1714
- gi (@ns ),
O' 2
M, = — D) g'];( )+%($n7tn)
E, =z, + f(%il;tn) (eLnAt _ ) n T; ( LAy _LnAt)7
B (e2Ende —1)

Vi 3L, o

o)},

el
= fay
9] E}S%‘E?}—’Fi HH

3.2. GMMO| CH5H04

Hansen (1982)2 JEFAHES &Fsty a3 22 dulksl 4E7 (GMM)S A3ttt weE tAl
Aol A58k 27] b EHE (vector) o)L, 65 517] a9l GWEloln, h(h,wi)E h; (R* x R*) — R™4l

yv = (Wh,wh_1,...,w))' 7t N7§] #E3E EF s =27] NhQ IilEoln g(f;yn)ol
b0, w)e) B2 Awe) B 5,



&} 2 ZEAESN g(0;yn)S R ZHE DojR= B4 HEo| U

Aoz AEshe Aolth. TehA GMM 4% 0x-2 thge] 48 223 ohe
Q(O;yn) = [9(0;yn)] W [9(6;yn)] -

#Z59 Ae2RE Qo BEAEF ¢(0;yn) 2 FE FolAE= GMME FAHAF yo] T2 FH |

7] s =AY WS & Adstodor 3t 7% (optimal weighting matrix) Wy -

she 24 93 o g vt 22 whyo] ARgHEnh BEAE g(0;yn)ol e I RAE

£ The3} Qo Fol Atk

S= lim N- E{ GtruerN)] [g(etrue§yN)}/}~

N—o0

W

olw] WY S FAMFL B 69 ATt Hug, B g oAl oWl 2 02 tYs

S =3y 2 [ ()] [1 ()]

. PO OB FA9Y Sy tuse 4% dol AANL 2 =9
g S& 5335 U4 (consistency)S ztA Hrt. ltfﬂ GMM ZH2F Gyl st
Su 3 =

GMM 3% n-& 919] Q(0;yn) & H43hee Oy e AETozA 22 5 Atk
G2 Hansen 5 (1996) € chi3} & 0%3 24PYE Ak @A Wy = 12} stel 72
F74% 0ne 00 A theo® 00 S Qs Sy TEm Wy = Syt e 3 o Oy e £3
stel GV oleh Skt ols} 28 WS 605 647 gho] BEE B A Ak AR Sy
s,
GMM € Agstet QoA 713 523 AL 48288 st Adlth HEVEIHAY =
8 2437 fI8te] 75T AE2AL ofe /X o] Itk Chan 5 (1992)2 BHEvE 3449
Q Jde)-vhotul ZAlo] o) @ et 2L AEX A W AN XipaTt BHEEE wEv
ol X + pu(Xe;0)A0)3l BAto] g (Xt,O)A%] o], o3 22 F /A HAEZRAS SEEE A
2 J-vhobul Ao o5 A3 2& 4 Ak

$1(X;0) : Ed(Xita, X:)] =0,
$2(X50) : B [d(Xera, Xi)* — g°(X450)A] =0,

A7 d(Xe + A, Xi) = Xeya — Xo — p(X; 0)Aclth. o] HEXAS 0|83l thaat 22 BAE 7t

A Z—*Eri’ﬂ—‘é—é gHsof Wl 4= Qi)
Poj1(X;0) = 1 (X;0) X7,
Yoj42(X;0) = Y2 (X;0) X7,
oJ7]14 j =1,2,...0th o& W o33} &t
¥3(X;0) : B[d(Xita, X)Xe] =0,
Va(X;0) 1 E [(d(Xesa, Xe)? — 7(X1;0)) Xi] = 0.
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RAP AEAFAE Y ZES Weofof A AA ASANEZE was e A= A
L ¢ o]g]e Yol HZ oo 3t A7t +AFH L Yt} (Beskose}t Robert, 2006). = Ao =
=3l A2 AR 6 SR 2 A ARl 2718ke] RHRAQ o Skl tidk s A
Aotinh AA ZiolA LE = AFARE] H 474 AE 0.05 A=kl & v, RJAe 15t
FES AT we ASUE Aol AR §E 0.005 o)5ke} Zo] vl 22 ghe ARg-EHAT.

o 7 ByoA #5H A8E9] 7H4L 0.058 AFC R 0.1, 0.15, 0.2744] 0.059] 7+4& 714
£ e Fes APt ol Fote] A5 Aue 44 A9 Aol o3t 7 Yy Ese] 9
Fe wlastaat sigick. Ao s 7 3 #5H A59| = BF Shojigh Ozaki (1998)7F A9
g wheh o] BE A9 A5E AR 7 20000] HES PHSIGH. oS 59, AZF0.05¢1 A
%, 0.005 A7 7&323 A 200007] o) /ge] AR 2HE WS A5t 27 *Pﬂak Al AskaL v
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B AE $]3}o] RMSE(Root Mean Square Error)E AASFATE 23E AAIE A2 > A E.05
2 G102 A=0.054 wj] 2LHFHH(E), A =0.1¥9 ufe] GMMEAH(G) T &l FHUH
A AZAket AR Adete] UER ol

:
z
é
)
)
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[e]

© o of Hl ol

4.1. JlotEel22s0l st "lw

ASEtL T RRL e B A UERSE 2] WhEe] o F o B3he] AT AYLE 27
Z(Exact Maximim Likelihood Estimator; EML)& 33 4= 9t}

.

1 [ {los(Xes) —log(X) — (n— o?/2)A)
o XV2r A P 202A

£ 413 79 410 ANE 2909 AAE AR, Aslneke e 5] Aol 0.15} 0.08% A4H
% 2% 4, 02 F40] Q1A SARAUT NLL 24UE 2 Aol A8 ghor o el
ol NLL FAxel vjsiA Egof oS 37‘4 she A¥e Hloh o HueEwe 013“5@4 T8
4ol FAX = NLL 3% o] A dAshes 5 I 9tk Iy GMM A4S A7}
Z71gel wet ol 24 AR T e & 5 ALk w3, w3t ool Sk} RMSE(Root Mean
Square Error)7} L 422 APH 3 NLL A Hol v|dle] atte A4S &9 & 4 o}t &, 71528k

of FHole 2d2APE NLL #70] GMM F4 e nlsto] & ¢ %Qﬂ FAAE AT

F (XeraXe;0) =

EI

4.2. HIAIRZ2S0| CHSH H| 2
HAIA 239 SEHo|dT e v 2t




1014 dti=, olgs

_ RMSE RMSE
A Sk
TN pn=0.1 o =0.08
0.0001 —0.0001
Euler
0.0083 0.0013
—0.0002 —0.
NLL 0.000 0.0003
0.0082 0.0013
0-05 0.0030 0.0001
GMM ’ ’
0.0180 0.0040
—0.0002 —0.0003
EML
0.0082 0.0013
0.0001 0.0000
Euler
0.0055 0.0013
—0.0004 —0.0004
NLL 0.000 0.000
o1 0.0054 0.0014
MM —0.0197 0.0006
0.0231 0.0058
—0.0004 —0.0004
EML 0.000 0.000
0.0054 0.0014
—0.0003 0.0000
Euler
0.0047 0.0012
—0.0010 —0.0006
NLL
0.0048 0.0014
0-15 0.0010 0.0006
GMM ’ :
0.0048 0.0014
—0.0010 —0.0004
EML
0.0048 0.0014
0.0000 0.0000
Euler
0.0039 0.0013
—0.001 —0.
NLL 0.0010 0.0008
0.2 0.0040 0.0015
MM —0.0198 0.0014
0.0232 0.0080
—0.0010 —0.0008
EML
0.0040 0.0015
HHSERES o] 83t 3 siet 2 deidd, NLL %, GMM 3 3714 & Bste] 73 s &
IS R S 49 NLL 49 0] A o83t +3 ailel 7178 77ke] X3 & 4 A3
o}
Zzke] 27+ 0.2, 0.08, 0.030 B a, B, 05 WA B o] thst AT A= & 4.29F 17 4.29

2 4w EE ool AL 2 ASTAPY GMM F33 2] A3t 2530
e 37AS] AW B w28 A2 & 5 dn a2l 49 2R dAAE 7S] A B
F 2 Aol }%—ZH s ol 1 P71 S8 RIS Ci o] £90) slol NLL £330l e
NS Hste] 955h EML
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I8 4.1. Jlsteet2s0lMel & 24 u(2)et o(oteh)oll That 2t Faeko] 25

4.3. CEV 230|| 43t "]

M3t A 20 o) 2ok

P1(X;0) : Bld(Xeta, Xe)] =0,

1015

7 FER7E ob7] wiell olol wigh 2ol Fg sty F3,
AE 2742 CIR 2¥3} o] Chan 5 (1992)°] A|oH3k 471x] 9]
g X

2E
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A 2 RMSE RMSE RMSE
Ten a=02 B8 =0.08 o =0.03
0.0382 —0.0005 —0.0001
Euler
0.0845 0.0151 0.0005
. 2 —0. .
NLL 0.039 0.0005 0.0000
0.05 0.0857 0.0151 0.0005
’ . —0. —0.001
GMM 0.0399 0.0005 0.0010
0.0852 0.0151 0.0074
0.0392 —0.0005 0.0000
EML
0.0857 0.0151 0.0005
0.0173 —0.0005 —0.0003
Euler
0.0505 0.0107 0.0006
.01 —0. .
NLL 0.0195 0.0005 0.0000
o1 0.0522 0.0107 0.0005
GMM 0.0175 —0.0005 —0.0004
0.0506 0.0108 0.0027
.01 —0. .
EML 0.0195 0.0005 0.0000
0.0522 0.0107 0.0005
0.0114 0.0000 —0.0004
Euler
0.0414 0.0088 0.0006
0.0149 0.0000 0.0000
NLL
0.15 0.0439 0.0088 0.0005
’ 011 . 1 —0.
GMM 0.0116 0.000 0.0007
0.0414 0.0088 0.0038
.01 —0. .
EML 0.0195 0.0005 0.0000
0.0522 0.0107 0.0005
0.0047 0.0003 —0.0006
Euler
0.0310 0.0076 0.0008
. 1 . .
NLL 0.009 0.0003 0.0000
0.2 0.0332 0.0076 0.0005
GMM 0.0048 0.0003 —0.0006
0.0312 0.0076 0.0008
. 1 . .
EML 0.009 0.0003 0.0000
0.0332 0.0076 0.0005

$2(X;50) : B [d(Xera, Xe)® — ¢°(Xe;0)] =0,
V3(X;0) : E[d(Xesa, Xe) Xe] =0,
Va(X;0) : E[(d(Xesa, Xo)* = g% (X4;0)) Xi] = 0.
ole] 27€ 7M1 CEV Ryl tfgt R4S shglom Arhe & 430tk R AYL F3to]
AR E B4 B a, B, o, v ZH2Ho) Tiske] 0.2, 0.08, 0.1, 0.5 T},
K A EE ol dsiAE 2dej2Abgel b A%d £42 sk glo
W, ol BohAE 87170 We] o)k 27 ek Eah o5t 4o] Bk 24 231 NLL F4%o] 74
Stk 2 2 5 grh. GMM 234 S 53 3keko] o9} yoll tidk 242
o WlalA A4gsl 2 ol oA gtk A ¢ 4 k. CEV B3g nud o 2

Q
=
<
f
L 2
2
_?l_,
fy
ox,
i
ir
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i 4.3. CEV 2o =8&4

=

N RMSE RMSE RMSE RMSE
A 4
a=02 £ =0.08 c=0.1 v=0.5
0.0422 0.0002 0.0005 0.0028
Euler
0.0879 0.0144 0.0080 0.0292
.044 . . —0.001
0.05 NLL 0.0449 0.0003 0.0000 0.0013
0.0904 0.0143 0.0079 0.0289
.054 .0002 —0.02 -0.1
GMM 0.0540 0.000! 0.0293 0.1536
0.1016 0.0143 0.0351 0.1980
0.0183 0.0002 0.0010 0.0064
Euler
0.0564 0.0105 0.0077 0.0282
.0221 . .0002 —0.
01 NLL 0.0 0.0003 0.000 0.0008
0.0589 0.0105 0.0075 0.0271
GMM 0.0267 0.0003 —0.0273 —0.1341
0.0669 0.0105 0.0305 0.1564
0.0091 —0.0001 0.0017 0.0113
Euler
0.0396 0.0083 0.0081 0.0301
0.0148 0.0001 0.0005 0.0003
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Abstract

Since the research of Black and Scholes (1973), modeling methods using diffusion processes have performed
principal roles in financial engineering. In modern financial theories, various types of diffusion processes
were suggested and applied in real situations. An estimation of the model parameters is an indispensible
step to analyze financial data using diffusion process models. Many estimation methods were suggested and
their properties were investigated. This paper reviews the statistical properties of the, Euler approximation
method, New Local Linearization(NLL) method, and Generalized Methods of Moment(GMM) that are
known as the most practical methods. From the simulation study, we found the NLL and Euler methods
performed better than GMM. GMM is frequently used to estimate the parameters because of its simplicity;
however this paper shows the performance of GMM is poorer than the Euler approximation method or the
NLL method that are even simpler than GMM. This paper shows the performance of the GMM is extremely
poor especially when the parameters in diffusion coefficient are to be estimated.
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This research was supported by the Basic Science Research Program through the National Research Founda-
tion of Korea(NRF) funded by the Ministry of Education, Science and Technology (NRF-2010-327-B00267).
2Corresponding author: Associate professor, Sogang Business School, Shinsoo-dong 1st, Mapo-koo, Seoul

121-742, Korea. Email: widylee@sogang.ac.kr





