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1. UNW (Introduction)

aaran1siuiunuindraylugiusiunalnnisssdiuuloursnisdn
(transmission mechanism) %oﬂavLﬂmiﬁN’mé‘f\‘mEi’n‘lla\mm@mil:‘mmminaz‘ﬁauﬂé'um
Iidutsanuzzasulouronisdunludagtuuaznisananisaivesulouislueauiaa
mwasnseiinnudauiwlunsdifinmsimuadmunsasnlooienisinegradu
119717 1% MsiauanlausdauanUiauszuuazn 13 (basket currency) %3803
Anunatinunoonsduiile (inflation targeting) ANTaLanva i nuaulourariald
gunsndszanmszauanandaield aafina1alu King (1995) n1sdlsziinszduainy
Wngefievasnlovganadszdnldnaudssiwuszndnaiwansfivsenaagrade
MINSULAEMIANANIFAML LN BT 8IARNANNII% HaNaNTH anutnaenlniluasianisdu
msanuanasuuazsanaaniiy gegzvionldiAuionisaremsalaniiziassgialagsiw
vt ﬁﬂamuﬁ]zm@msnié'mmamﬂﬁUuLLazé'mﬂﬁuLWa A aMARATINTaTLATIENT NN
NILI% LT mwmiamgﬁuﬁ{maaé"mﬂl,l,aﬂl,ﬂﬁ"ﬂu%%mmﬁ'uﬁﬁ'm%'gma lasfiguufignuin

ARNANIIIWAUUIZENTAN (efficient markets)

nymilszinelng Aaull w.e.2540 ﬁmmiﬂmaﬁ’mmuhmﬂm‘sﬁulugﬂmao
o a v a ' ~ a & [ A o o o
aaTLantURouTzUUaznIIEK nawnazidfowduszuuaasuanidfowluusasal vinle
R1ANIDIANMNNLTAN WY BIU LU ATIIW LA B ENITALA LA LAY UNUNITANANI TRV DINANA
madfowwlavranis@uidusuuiinunesasdwiflalull w.a.2543 vinlwulouioniadn
WRUWUNHANUFUN BT LA A TINUARIAATIRITABUNG LTDINNAAIANWTLAININaaanLe
wisau8aT1Iwia (CPI index-linked bonds) 89ldfinswanludszimnalng amsdaeh

x> A o A 2 o Ao o [
nIaanITaia W awaz Tl swulasluwlauisdevin le s uaniine lasatede
MU A WAINNARIANUTUAT msﬁﬂmﬁmamqwmse‘mﬁuﬂsmslmsﬁuﬁ'ariauuawé'a
ANOANIINTTLIH lals3TUsennm probability density functions (PDFs) fNTUAMNDATIUAN
Wi waztszunm forward interest rates Wae term premium 31N GARCH-M &143UA81@

NUTUAT



2. YaULANIIANE (Scope of Study)
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* N13AN®Y market expectations =ANHUAWIZNIIANANT DN UIT9B 6N 9 A%
laur 1) saruanidsn lusrsmsanfiunlovigsanuanfawuuuaznin
3% LAy 2) nsaranisoisaasnibouszdasSuile lugrannsdifin
wlatnsiihuaneaasduie

* N13AN® market expectations NaATILANIUREH aaTTwHE LazaaI
aanily lasfauu@ziuit eraanaazieudayaninualuiainu

(informationally efficient markets)

e wlouNeNTIRRANANTENUEL Y wantnitaannnTifauulasad market

expectations T48LUaNYIULYANTANWN
a o 6
3. 233NN (Literature Review)

msansludesvainisananisailuaaasasuaniUagn aa1aaaIIni
Lazaanadess9nin 1w ininey TainswanuuuinaesanmsUsanmeaiswie
Lilufg@ VNI UNITEIUIURIAINNITNTZANHAIVBINITANANTAL (options-implied probability
distribution) 14N 38l N1361 %24 U16" inflation expectation N15AN md’m‘l%mjazﬁgoaguu
RNNAFUVB Expectation theory LaznsUszanmranauunRinasleS IR aTaITadanIw
LF9 NI TMENNINE (time-varying risk premia) NMIANHIUNAVULAZINBIFTUUUINAS

6 a A v A o A o ] &
N1IINANIITUVBIANTIALIU mlaa‘gﬂ‘lmsaa‘maaLLuumaaomzmmlmma"l,ﬂu

ad a 6 d' v = A )
. ';ﬁmiﬂs:L&Jumimﬂmimmamm@ﬂl%ma;&almmaaﬂ fla NIIRI NI
e . . . s e 6 % % 6 [ a 6
probability distribution UaITIAIRANNITNE T@U’memamgwuﬁmawaﬂmws
g; d' Aaa r_‘ly o a 6 o d'
Wi 9 T9350178 ;T lglumsdssiivnsaianisaisauanidasn
PayGnunlwnItinulaunsnTwladdnnuaaTILantU e

o gmsumsdssfiumimamsnisaneends wazsanGwilany Ussnalne
ﬁ'@"l&iﬁamgﬁ'ufuamm@ﬁuﬁﬂ'mﬁ@amﬁmmimué'@mﬁml,ﬁa AN lAnng
eJLﬂiﬂ:ﬁﬁiﬂﬁ'@a%islu implied inflation rates LazN13U3z810k time-varying risk
premia lasld GARCH-in-mean a4 Engle et al. (1987) S’J&Iﬁv'dﬂ’liﬂi:&l’]m

regime shift premium laglFuuus1aasvad Dilen (1998) LHwITnsneada
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3.1 N13A1 U implied probability distributions 19TV market price expectations
lagldnanaunus

3.2 N13AWI™ implied forward rates @11 WIAA Expectation theory WD INNT
13y time-varying risk premia 1a 3% GARCH-M uac regime shift

premium LU HUUUINRBINWRDG

3.1 n13Uszanme implied probability distributions #1130 market price

. ¥ o
expectations laaldsanannns

inasuluaaianisdumanisaliassgiaunnauazuwi liuulouonsdu mstmua
NAAINNINE WAzl N 19NAUNY NARANNINEFN1IDEL a1 bALAY market expectations #8IIANARAN
) ' ) . . @ Y o A @ { A
ningdansg luamaala 11w market expectations dasanasnids sanFuwdlanuisoanuanidow o9

mM3UseLiin market expectations tigdAuaN  wannIndanuavin lananeidaanu

W@NTANNUI2L8% market expectations daTaFUNIWE Yinlasduimalagaua

o ' \ ~ . . | o @ A A

mMyanamIniwasTmainaidudn g wite (point estimate) daunladnInaIITATIAEH

Y dun13d1wIu implied forward price Lazn1sananmsaifan1snsidasundasvasraily
. i A v aa g o o A

1A e (future time-paths of asset prices) mﬂa}@umﬁmmgﬂmml%mﬂ ﬂqﬂiuﬂﬁi

13zifiu market expectations daTanwanningens 9 lasiawiznanningn lidayiuivasiv
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LANITAIWIUAIIIAIVBIRANNIWE AL market expectations LI ualatRasA1ribavin |al
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RINUNIDLIVDNDITIINANVDIRANNIN UV]L?J%VLTJVL@?L%E]%’WW]

ada a . 1 s [ vl [ [
39N 7U3La% market expectations @1a*nmvmﬂmwﬂ@umﬂmﬂ@umm@um
N ndud1au vz BAITA1U I % implied probability distributions U89 market expectations
Giaﬂm%é'ﬂw%'wETa'mﬁmmMuf 6‘1?\1‘*1%’;sflﬁ;fsLmﬁzﬁmm‘mmmmwLﬂu'lﬂvlﬁﬁ%’m%'u
> > Q ] { =Y J { 1 1
NAMANNINGIHI2AUAN 9 No1aiadwluawiaa andnsinNNLFEInIanL lailna L
YIAA1ARS future price 61499 VBIRANNING 195 NARANNINDIRINNTAREOBTITIAN
AaNAMAIIRANNINGa T lnauiae ﬁaummagﬁ'uﬁmamé’nw%’wﬁmminazﬁauﬁamwvl,ﬂ
] 6 . [ [ 6 = & v A
witlavasaaralunisaranisal future price aa9nannIng MIndsaNnuuldldvasnmsnaen

[ [ 13/ | o 3
NANNIN gﬁlzﬂl%%‘%aﬂdLU%QW%Q%LW’TVL‘SGI’]Nﬂ’]'ﬁﬂ']@ﬂ'ﬁﬂi"ll 236810

HNILRAIYNIN LG HNITIAAIUNANBILAZINUITD AN WILAANBITITNT
a . ' o o \ . S .
UszLiiw market expectations daTanannIwga g luaaavaudaslizing Taawlnnil
=3 (2 > 1 ad a dq’d = d'
ANNLABFAAARDINWIN AN 1T aRdU T laTilun1sdn e In 13U auuaduad market

expectations 224TNANRANNINE laann1TiUFauuLasvasan implied probability distributions
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Feazidud sz lomtlunsUssfinnavesulouranansduda eI nanning (Deacon and
Derry 1994; Neuhaus 1995; Bahra 1996) a1

® {aN13338 market expectations LAZAIMNNWNIBVDIANIALLDTNHINNTIAN
Bond futures options ¥a3 Neuhaus (1995) wa a9 bALARIN implied probability
distribution 81313nAANTREAI1TIeN9z U Ruwnd et luRantsndwuan

wyaLluaylad

® Deacon WAy Derry (1994) ﬁﬁaagﬂiw AMaUfsuLlasvaslasiainega
= A o o aa s A A Ao
aantde (term structure) NE1WIMA1835% LTuiaTasdanalun1suansny
A & A = Iy 2 A A
WRUULLAINITAANITOIB LI LNIDNITEY TR aUDIANNLTO N 0T IARNA
Tunlovnoasnaniuazilszluniluni3lw feedback daulaunt

* Bahra (1996) §iA11uLAuA397W3" Implied probability distribution G981 04
mmwmmgﬁuf ﬁﬂiﬂwﬁ@ia;&”ﬁmu@uiﬂmﬂmn waNIINTL Bahra T19997
31919284 probability distribution 221U RUuuUAIAINITIZIIN LAZANNITTAS
probability distribution wanann A wuirdnflesiwuuna 731% (standard
deviation) mode inter-quartile range skewness W< kurtosis fuselomilunns

o dl . [~ a
ANl UReBULUaIVa market perception LUWaALaY

UnAnsuazwisenansaufitusielsslomiansnisindsnisusslin
market expectations a3 1nannIndlasldiatayius d1mnIugniiduszuuniadu
(Neuhaus 1995; Soderlind and Svensson 1996; Aguilar and Hordahl 1999) F#1A13N 813
wangunsilauanlanuisnisih 819 su1enInansueIsIng W (Bank of England, BOE)
Faltaauanlade monetary policy indicators 1% n1sananTTaidasaaeniiuuazsa
Guilannnin wasanssngwlaneudiasnanizudauandasuuuuasfivesannn
ola waswunldsruusaTuaniasuuuuassda wananil soldansiuasisisnis
15218% market expectations dasasaaniisuazsasIuileatinsazidon wiouraiiane
implied probability distributions s MEMIEaTIAeNLD BUazE AT I NodonMENTTNNNS
Awnanlouronisduiedsznounisiiarsmsinuanlauianisniuda’ly (Deacon and
Derry 1994; Bahra 1996; Clews, Panigirtzoglou, and Proudman 2000)

AURUITREA ST EISIN 810170 %13TN15U 3218 % market expectations 683101
nanniwdlasldsatauius u1ldldwa1o3T (Soderlind uaz Svensson 1996) Market
expectations dasas1aaniis sas1iuiile uazdasuaniasusinisnasionie
expectations @ awlyuan15IIu 16 %uag’ﬁ'uLﬂ'%aaﬁam‘f@iuﬁumimuulﬂmU@Tﬂﬂa'n

i luszezaw (0-17) dasiaenidoszusauaiInnsnasyiawi g market expectations



daulonomadusudamaanideld 1w lunsdivasanizanin deluszozaudnvas risk
premium azdn vinlianansald forward rate curve usmansainanidsluszes 2-3 Ul

Tunsdfinsranusiasuuussdeaait (CPI index-linked bonds) far1uasadfana market
expectations dadaaaniduanauilastBuns market expectations dasaTiIwiald uaz
Tunsdifiswiasnarsdniiuulgvramadulesiwnadhnunsdniusasiduia (nflation
targeting) ANNUANAIITERIINTANANTBIa eI wHauaziiransetadidszlosdlung

FisnILazUss i wNaTaIklauN L e

3.2 n13uU9zanmw market expectations Taaly implied forward rates Ylf]‘lsl'ﬁ

Expectations Theory WLazn13A1H I time-varying risk premia

nydifinanniwdlilauwuiiasTuazliannsndiuios implied probability
distribution §1%3L market expectations GaNAIRANNINT LaLtAlauda 3.1 waazldivdulIn
expected average price PMNBUNRIWIUAT implied forward price LLas expected future time-

paths 28471ANAANNINE (Soderlind Laz Svensson 1996)

G THABULINVBINITIATTE TN U ATAE Msswmlassasaands
(yield curve) IINTIANTRBTLAT LazitaTzimIaamsaieaaentiy (interest expectations)
NNFULDLIZOU UAZANUTUVBS yield curve LT dmsusanaoniioszes 2 U foldinden
LVi’]ﬁiJﬁ’lLﬂgElﬂ’liﬂ’]@ﬂ’l‘iﬂf&ﬂ‘i’]@]amﬁmwzé?u (expected average of short term interest

rates) b 2 TE9%1 UINAY risk premium

INNIFAIUNIT yield curve BBIBATIABNLE BEIRTUTZHZLINIRIS LTW BT
@amﬁmwz 27 mRwIndIwIm implied forward interest rate ‘S:EJ:E?% i‘:%’i’m'ﬂﬁ 1
uazilf 2 "l,@i”mﬂé'mmamﬁmw:ﬂa@ﬂuﬁd 11 LLﬂ::ET@]S’](ﬂEmLﬁﬂi:ﬂzﬁ%ﬁgﬁ%ﬁd 27
&9 forward rate azazvoufivsaaonidoszuzaulugianaidns 9 luauraa uaznaw
ANTWRIWIITN15U T2 0% market expectations 1@ 861473 % implied probability distribution
MNINAYNUT 390 5UIA1INAIN A8 U IR Y5218 market expectations Lag3Fil 17w
Riksbank (Sweden), Bank of England (United Kingdom), Bank of Israel, Deutsche

Bundesbank (Germany) LLaz Federal Reserve (United States)
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3.2.1 ngefjyasminiansailaseainsuasansinantis (Expectations Theory of

Term Structure)

ﬂﬂi&ﬁé}yﬁu Term Structure B838@319antie Expectations Hypothesis
fadunguijiaiiun (Fisher (1930) waz Lutz (1940)) Ala3UN13ANEN8E190T19021919497%
ATBEUNITUUAZNITUIATT udnan1Inasauisnatesslndanulunimindiuuife

a . o a o , | o v . 5 A
N g Expectations Theory TILWHIAAGINAIIDIFLLILLUNIN G]VL@Llluﬁa\‘] versions™ 918

1.Pure Expectations Hypothesis 1 ungujnnaiiiiaasnaanideas

L‘]_IaU%LLﬂﬂ\ﬂ,%ﬁﬂﬂﬁdﬁﬁ’]ﬁlﬁﬂﬂiﬂ’]@ﬂ’]ifﬁwﬂ(ﬂElll me’mmsammzﬂ:é'ml,a:szslzm’awhﬁ'u

2. Expectations Hypothesis 149aaufigaunin lagnaniinanuuanens

& P { . P
luﬂﬁiﬂﬁﬂﬂﬁilﬁwE‘]@lB'ULW]%'%']ﬂﬂ’]‘iﬂx‘l‘Y!%‘itﬂzﬁuLLﬂziz&lZU’nLV]']ﬂ‘LIﬂ']ﬂO‘ﬁﬂ']‘ﬁ%x‘] (constant

risk premium)

WMaHaLaInAING 1) Expectations Theory 3z8190935M13040 U 2 75
Lﬂumiamuﬁl,ml,ﬁwﬁ'u FINNAMUANARNILAIT IGNAADUUN YNNI DRI ﬁfﬂamm:
. \ ad aad A o o A \ o A a o Y
arbitrage 3x%I4I5NTAINUFEDIIDH Warindn Iy nuaaaunuALaneInw T9azinarinla

aad jo o a " @ PN
Na@]aULL‘ﬂuTaﬂaaﬂ'ﬂﬁuﬂiu@n‘ﬂuwNNWQULLWRLW']T-]%IH‘V]@@

@MUNA 1 Expectations Theory 1§89 versions 131 lFuNTnaanTol
excess returns SEHIIWHTLATIZH N UAz U AT e awa9min e uazlunsdiuas Pure
Expectations Hypothesis ¢ L«aﬁ 87849 excess returns LLYINN L fn § WAy instantaneous
forward rates ﬁ]zwhﬁ'umimmﬁmEla”@limamﬁmwzg’uiuauﬁﬂm &% Expectations
Hypothesis 18131 instantaneous forward rates a1afidnfidnsnufiananisaily Tassnuals
sasaanidoszuzanluouinarinduainefi (15w constant) vinlaunsn 1 wans forward

rates ba1N term structure N as)

u

AUNYBHAINATT N1IIATIZRNANIZNUIINNITELTUUlaL18N1T%
mmsmmﬂ"l@ﬁflu 2 8% a"mu,snﬁa msl,ﬂ?iﬂuuﬂawaoé'm’mamﬁm:m&gﬂuﬁﬁ]@ﬁw
LLa:d'suﬁaaaﬁa msmwmmﬁlaaé’m’mamﬁmw:gﬂuamﬂ@ s‘ﬁwmzﬁauﬁamsmﬂ
mmf‘*uao@m@@iamwﬁLﬁuulﬂmumsﬁuﬁaﬂdniﬁL'ﬂuuiﬂmmwu%"amn%%mﬂuu([ﬂmﬂ
WUUIzaz8n? (Roley and Sllon (1995)) mquwﬁ Expectations Theory mMsduinulauns

? 1w version @au178INY 1) Expectations frual# risk premium 1asuanuianldigu Cox, Ingersoll,
and Ross (1985); Engle, Lillien, and Rubins (1987); Longstaff (1990); Campbell and Shiller (1991)
4 o & ¢ o . Y B . A - .
° PIDAINADNILULIZUERY (14 ’Ju) Qﬂm‘mu(ﬂi‘vﬁLﬂumim&lﬂﬂ’ﬁ(ﬂ%uuiﬂuq&lﬂﬁL\‘iu“nad‘ﬁuﬁmiLmd

tszindlng



NIRRT INadasaaantdyTzusanlwauIna ke datlanaiaNaINwlyu1gaIna1IdaNYy
@alihay JUTTANTAIW uazunTanaluizuzenn a9t wlauleNANRwAAIIFaAARDINY
Tadpiugunsiasegnaluowiaa Nt msugnuansznuveswlouignduasndu 2 du
\ A A @ g & Y , A A
TasgIuLINAe mnﬂawuﬂawmamwaﬂLUﬂizﬂ:auiuﬁﬁ]ﬁ;uu LRTEIUNRDIADNTANG
NNIIVI0ATIABNLTHTZUSRWILAWIAALL LNOLY N IRLIRABNANIZTNUIINAITANANITDNY D

ARA 6?5\1Lﬂumuﬁﬁmmsﬂma"l,&iﬁé’]mﬁm’mqu"l,@”l@ﬂ@m (Estrella and Mishkin (1995))

3.2.2 N13A %20k risk premium Nilasuulasnnszaziaan (time-varying risk premia)

NNIATWIT time-varying term premia I1a187T LANNUNANBILAZINY
786199 LABINITNITUWINNG autoregressive conditional heteroskedasticity (ARCH) 284
Engle (1982) a2 Generalised ARCH (GARCH) Bollersev (1986) LI #35n13hg1u1307a
ANMNEBEHINTBITNAN NI TR s asanNTzazIan b nef AundnsnuaznuisaluSais
NN ULANNNITANBIUIIBA9 Y LANUI191U89 Engle, Lilien, Waz Robins (1987) Lee

(1995) wae Hejazi, Lai, and Yang (2000) 1igntaslasassnumsanuenit

Engle, Lilien, L 8 ¢ Robins (1987) (ELR) @ N1 excess holding return
madﬁuﬁﬁ'@smn‘ﬁa;ﬂaﬁo 319 laslduuudnasd ARCH-in-the-mean Lﬁ'a%mﬁzﬁmmqyﬁ
¥inls¥ Expectations Hypothesis ligansnatuismsasuulassanaeniisled ELR wuin
1ag3I0La7 NTTUIUATT ARCH LA time-varying risk ﬁﬂﬂ&lﬁ%ﬁryﬂﬂaﬁa (statistically
significant) WA % conditional variance 814130 a%U’]EJVL@T’j’]L%Q&L@LLiJiJﬁi’]ﬂaGﬂL’JVLﬂﬁd reject
Expectations Theory uaﬂﬁ]'mf: significance 2 84 yield spread luni1saranisal return

leaandtlaiugun3 conditional variance 111 M luiuudnaad

&% Lee (1995) 1d¥iNn15398R1ANUTFNNUEILHI9 time-varying risk
premia LLa:ﬂaﬁlﬂLﬂimgﬁ%&mn’m (macroeconomic variables) L% N&Nﬁ@lﬂﬁ]’gﬂ% (current
output) UaZUIUILIIH (Money supply) LATWUITRUNIT 2 fREuNI0aTUNY excess returns
PAINUTUATIFUIAENITY (US treasury bills) laagefinpdany waswan1siaszilasls
WUUF180980@ ARCH way GARCH £9uaadb#LHAnIN conditional variance 284 output LR
money supply Lﬂ%ﬁ&l’]ﬁ’]ﬁtﬂvmad time-varying risk premia @1 GARCH conditional variance
W‘].I’?i’]f]ff&lﬁ’]ﬁmﬂ%nﬂﬂ risk premium equations Ainasay Y99 uuUsRaIWLIN yield spread
FinsfipdanlunnsaBung excess returns wd391nldiRnENNNT conditional variance 11l

Tunuudnaasuad vinlwifinin conditional variance hianinsnaTuNY excess return NIRNA

@auN Hejazi, Lai, L&z Yang (2000) (HLY) 1#11 ARCH-M model 28+
Lee (1995) ¥ 1E1un 5 link excess return Wa e conditional variance madﬁuﬁﬁ@i%'guwa

. . N v a o a = A s
LAKIAN (Canadian treasury bills) LLa:mVLmquawmﬂmmumaaoan%mawms B 8@



LLaﬂLﬂgﬂu HLY W11 conditional variance 284 Nawamq@lm%ﬂiiu (industrial production)
Usmnaduuazdaruand Aowlddtudadyniaia lunsaBune excess returns wiwyin
conditional variance 289USN1MIIuVEIANIFY Ahpd 1Ay adannlunisaTuiy excess
returns VBIWUTLAIITLIALAWIA UgadliAuiulaunenisiuaesansyzy Jaudmanyde

Iﬂix‘]ﬁ%’]x‘i aanaanidadisinalawaais

aginalsfany lunns@nw1aiuitlE55n151Uss 0 men time-varying risk
premia LWLABINUNNIAN®IVEY Engle, Lilien, Was Robins (1987) stmmuﬁﬁaaaﬁzoagiuu
vﬁugmmawqwﬁ modern portfolio theory FUFAIN TR UTITAIIINAA D LN UUAZAINY
I HE99NM B o RS ATTALIL LLazfaﬂﬁlaﬁ’JLLﬂi‘UadLﬂiﬁgﬁﬁ]N%ﬂ’m L% NANRAIATINNTTY
(industrial production) %‘%aﬂ%mmﬁuﬁﬁagaLﬂmmﬁau ldmuzanlunisnagauainy

funusiutayanusiasigunaniianudgiuazleunuam
Aa a ¢ .
4. 35n13UszIEwmMIAIAN1IEUaINATA (Market Expectation)

AFnsanefthanlFlunissrwmnsaneanisoiasaaianisidu suumu 2
g lugrnusnidunistszfinnisaianisaivesaaiasauaniddguainsian foreign
exchange options las¥iana39 risk-neutral probability density function maaé’mmamﬂﬁ'w
ﬁagaé’oﬂmnzﬁwﬁLm’rzﬂﬂﬂﬁmaa%ommﬁ& gruigoadunisiszidn inflation
expectations 310 implied forward interest rates lay L%llﬁ]’]ﬂﬂ"liﬁ"l%’lm zero-coupon term
structure of interest rates MMNAUTLATIFLNA MIAnitldnanaseauuUiaenialsdn

time-varying risk premia §1%3UANIAWUTLAIIFLA Y
4.1 N198579 Risk-Neutral Probability Density Function (pdf)

NIRIN probability density function ﬁ’m%‘uélm’m,amﬂﬁlﬂuﬂ?u g9lasdulns
anadwly'le probability) Agaswanildsnazivinnuaens g luewiaa (@ a1 T) Tasld
amﬂﬁﬁﬂmm risk neutral probability 1NINAVBY european-style foreign exchange options
(‘Yl%&](ﬂaﬂtl W LIRTT) ‘ﬁdﬁ@liuﬁ] AT probability ﬂﬂ@liﬂLLaﬂLﬂaU%ﬁ] WINNLIIAN strike
a4 options LARY G2 na’m options #aa8E Wuu IR probability density function
@aINN1ININWATI (range) V843 pdf LLAZ range V833101 call options LAz strike price "n
@89In13

ga IA1%I 0 risk neutral probability na@ad131N&NUN1T Black-Scholes option
pricing model Tagn13i 1w o first partial derivative (aC/aX) L8 second partial derivative

(0°ciOX’) 1893191 call option a3 strike LAETIaAFAT probability density function 477

[ 2
%

&4 N7 second partial derivative A1uA28819U84 Breeden and Litzenberger (1978) N9t



A | A . A A . A A ° [ ° . [%
Luaamﬂ@amvl,w option NNIIAN strike NADLWBDIRIRILUNITATIWUI probability VaIaaI
wanidfenluy range 13139 interpolate implied volatility U84 options AN aR I implied
volatility #1930 options A'ldfin1s18luaarawasiin implied volatiity A1 w14 las

interpolation 3N FE1WITAIIAN option NATIAN strike @149

‘Yﬁj\‘l ‘f: Lﬁ 83391n Black-Scholes option pricing model Truu@ 31 HINTIA1VD I
underlying ﬁf'ul,flu cumulative log normal distribution %dﬂ’]iﬁ’m’sm risk neutral probability
density function dasld option pricing model ﬁlvl,&i f18371na Lﬁl 821U distribution U8 4
underlying Idaudasaunn ‘Jﬁ 1%k 31N Black-Scholes option pricing model LT w

generalised Black-Scholes option pricing model

4.1.1 The Black-Scholes Option Pricing Model

FUNIINITATBILINAN options Va4 Black-Scholes (Black-Scholes option

.. ° x> g x> s . & 1 a {
pricing model) fnsunanniwdsain underlying asset maguuawm}jﬂuﬁm I1AVD
underlying asset L& foulniany geometric Brownian motion lunsdlovasundns il
o = [ A i A \ 2 K & . . A
1319 INIANBIDAIILANLURY W options NNE1ID939L1 % foreign exchange options i

underlying asset fa é'@li’ll,l,aﬂLﬂgﬂuﬁmaau‘l%’mqwaums
dS, = (R—-R")S,dt +0S,dB (1)

@49 dS, Wuwnaddsuudasvasaanuanidfewn m s t, dtidunis

Wasuwudasvadian, dB tdun15iiauly geometric Brownian motion, R kaz R 1Juaan

i g = A | o o 2 o
(ﬂaﬂLfUEJVLNN@]’J’]NLﬁﬂdluLLﬂz@]’Nﬂizmﬂ MUY ez O nurenIaIaNNLYIUIINVeI0a I
LLaﬂLﬂaﬂumﬂauuagﬁuﬁ’h no arbitrage opportunities 311 V8N european-style call options

fwsusanuanasusnanTodowlaeadt
u(S,,T,X,0,R,R") =Se R a(d,) - Xe " d(d,) (2)

‘:SI A . o [ [ d‘
@9 U @871A1 european-style call options #wivaawantdagun T

U@y Uad Options Ao 32821IAN19IWN Option wuaeNY (time to maturity) , X tfuaen

%

Strike, cD(.) \Jw cumulative log-normal distribution function 183 d, W8z d, Anuaaad



3)

A . . A v o &
33N ANLYIUIIN (volatility) 3101 call options UAIMURUNUTD
[ A < o Y ~ . 2] & ' . ™
ANBINSHAUIN DA 1’]'111’1&'11]'15{1 LU UINAN call options I@Iﬂi"ﬁ‘ﬁ%?ﬂlﬂ%ﬂq Implied Volatility
e
1 Aa wa & . & 1
amﬂsﬁmw Iumdﬂgum N1IANINNVBY call options ﬁlzmuagﬂuamu:

. o A o .
W83 call options @3N/ in-the-money %38 out-of-the money TITLAUAITNAIITIN

. o ¥ ' S [ {
in-the-money (O = 0.5) az7a'lda1ndn delta (0) Touaaiszaun1Tilaauulaszassnan

. , o dl o dl
options siasrauNIURRLLUaIVaIaaIILANIURS®

u(s,,1,X,0,R,R") _

e R ap(d
3 (d,)

J,(S,,1,X,0,R,R")

& g & i o o o ~ o A

n9% lwn13Tav1e options FRSUBATILANIUALY aaaaaTLaniURa
221N delta Wnu@n strike price IWN1TUBNTZHL moneyness Ua4672 options %t § N1TAS
3701 options 92AIANAN delta lasrinnuaa delta 1IwT299 L1TW 0.10, 0.25, 0.5, 0.75, 0.90

Judw luanwueidslinuen delta 284 put options azgﬂﬁmmim

X,o0,R,R” *
WELTXORR) _ 5 (s.,7,X,0,R R")

J,(S,,1,X,0,R,R")

St
Implied
Volatility 0.13
0.12
011 Delta
0.09
0.08

gﬂﬁ 1

agialsiany wuud1aed Black-Scholes option pricing model {48311
WhasnuuudaeI ﬁoaguuawwagwmw options mauwﬁa:aqmﬁm:ﬁm option-implied
volatility ~ @nANLLTUIULYINAY (identical volatility) W@31A1 options ATaunsluaanada

= A ., . . ' o & ' A . '
wanii/feudien implied volatility dnsnuatuaddilsznauesg fa a1gwad options, A1 delta
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(A1 implied volatility o out-of-money ﬁﬂﬁ]zgx‘miﬁ implied volatility o at-the-money) Lag

U321ANv84 options (call %38 put) TInTWva9 implied volatility a delta aztiuldulasndne

sa883 138070 Volatility Smile ﬁdLLamlugﬂ (1) lasnsWuaadliiAnin implied volatility
A . A A A o A Al o A

curve i skewness WAz kurtosis mawwmmqmmnmmamﬁLLaﬂLﬂaﬂquLmﬂaauvlma

fimagudlunuy geometric Brownian motion udiizsatinaLfen
4.1.2 NM3A1W I Risk-Neutral Probability Density Functions (pdf)

3§ﬂ’1ma@§@li probability density functions t1303INLUUINRDITIAN call

options 284 Cox and Ross (1976) T4 LUUF180IAINE1IEA1WITETIAT call options T LIAN
. é o o 1 a

T(C) 1ag call options 2zl expected pay-off th L3811 T ‘ﬁdLL‘].I‘].lﬁnaa\‘lﬁ]zmu’amgamﬂﬁlﬁguu

289 expected payoff lagldaasaanidslufanudeain discount rate
C(S. X,1)=e™ (Sy = X)g(S;)dS, (7)

& ' o o ¢ P
T Lﬂu;&aﬂ’]ma\‘]ﬂaﬂqfﬁwg 1) L'Ja']'ﬂll@]a']i‘!'ﬂrlﬂ'] T

9(S;) fa risk-neutral probability density functions NI S;

X fa 7101 strike Va4 options

A s dy dl ra dl . .
r fo sanaandon ludanuges (risk-free interest rate)
T Ao 81584 options

3338V 8Y Breeden and Litzenberger (1978) WRAIALARIN probability
density functions (pdf) T mmsnna@gmvlﬁﬁnﬂmiﬁ’m’am second partial derivative 183

FUN133100 call options ¢a31A" strike

2
C -r7
o =eiS) (8)

8814 137@8 N13%1 smile interpolation 1a8@3931N31A" call options o4
9101 strike AAINURTaING LWL laia1N1I0WN options NTI1A strike wuUABLBI LS ¥
Thdas fit sumsLEwlasdNnUTIA84 call options T 3191 strike @199 N3 WA WIATIAN
options §1% 713101 strike 1% range N92@1%2 0 probability density function W& g %11
a £ A va A . o . Y @ & a A o Y
Wadulunljidde dayniluns fit sunisdinanilasassligndaadusenvinldon
daugasluzdf (2) thasanWariTu 31A1 289 call options (call options price function) 3
anuuzldiunfaalng near-the-money lavszauainldsazaaasauifiounua w1019

away-from-the-money 4144 mwgﬂﬁawaamsﬂszmms:é’fummiﬁa‘lumsﬁﬂmazﬁmm
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1A @aN13811 20 probability density function (pdf) LW312 error 3INN13717 interpolation
zfinansznuadisuinlunisUszunmaranuduldle (probability) vasdasuanidfonlu
auUAa

Implied
Volatility ®13
0.12
0.11
$/THB
36 38 40 42 44 46
0.09
0.08

Jin 2

auiTnsiwaulag Malz (1997) n138319 option-implied probability
density functions L‘%Nﬁ]’]ﬂm‘sﬁﬁﬁa;&aﬁm options VLRLLRR LLaﬂLiJ?iUu th at-the-money
(atm,) ﬁ forward exchange rate 37nLI81 t ARIEER! T.(F, ;), 48237101 @ out-of-the-money
options 1%31] WUV risk reversal (rr,) Wae strangle (str,) ﬁ 10 uaz 25 delta v g lwn13na

& 6 ' . . . o w ~ & o &
ANURUNWDIEAIN implied volatility LWae delta I(ﬂU%’WJa;&auquLﬂaLﬂuﬁNﬂqiﬂﬂu

atm, =g *” (9)
rl,t(o.lo) - O.t(o.lo) _O.t(o.eo) (10)
rrt(0.25) - Jt(0.25) _at(o.75) (11)
(0.10) (0.90)
o +a
str®19 = = L —atm (12)
t 2 t
(0.25) (0.75)
o® +a
str©% = =t L —atm, (13)

options 119 5 A1 %878 (maturity) LYINAU WA strike AW (5 1AN)
@NATN1IVBY Malz (1997) 311U options N9 5 62 a31TnIuEa9ln implied volatility

function (g(?) Tagviauns (9) - (13) Treduanuaaiilu implied volatility functions 9%

o =atm, + str,**” +0.5rr, " (14)

o*® =atm, + str,** +0.5rr,** (15)
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0% =atm, (16)
o®™® =atm, + str,**® —0.5rr %% (17)
o*® =atm, + str,**” —0.5rr " (18)

3MNFUNTT implied probability functions (14) — (16) LIIFINITDAIWI D
implied volatility 1% JuNsriTupay delta 289 optionld 0 =g, (t, X2, T) usziloviudn
AUNIRT® delta luaun13n (4) a1 auaNNNTEIRIUAT implied volatility 1¥iai1u

ROAAADINUAN delta laAI7
5=0,(S5,.,1,X,0,RR") (19)

ANBY WD UTUADUATAIFNNITNLFAIANUFNNUT implied volatility

luztvas deta lumsdinsndt inlginafiaiduaiy Shimko (1993) T4vi interpolation 321919

implied volatility #1%TuUeN delta 619 9 (11 delta space) lagldaaun1suuy quadratic equation

14n13%" interpolation 3211319 implied volatility smile lun13@ns1a59% 131 ldnasey cubic
i . . . . Pz ad A a Y v eda . °

smoothing spline LLa ¥ polynomial interpolation o3 2 35n15R A La A NaawENAnIn1IHN

interpolation LLUL quadratic equation
0.7 (8) = By + B0 + B0° (20)

lugun1s (20) AINUFNABTIEWI1961 implied volatility Lazd delta w83

options %l381N1 volatility smile

#1115V foreign exchange options L3181V IO SUFNNITNINTUFIRTL
delta lugtuuvndalasimuadmudsld Q X lash Fy =S vilimwnsndon

>

FUNNININTY delta L1AAIT

(Q (Q) *) In(Q) : O'Q (Q,t)z )
v(Q,1,0 R .

5 1 1 1] : : i Q , = Rt - 2 (21)
,(QT.0,(Q.R 5 e D QO

NNH IRINTRINENNIWINTY delta (21) Tdunudrluauniswenan
Volatility (20) wazlTouWITua 13U Volatility lugtuuulnaiilu quadratic equation a1y

gUN37i (22) fin implied volatility (6,(Q.1)) AINANENNNTAMWIT LAINNATUATNANT (22)
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_In@ -G
o, (Q,t)\/_

Oq Q1) = Bot + Blt e ®

e In(Q) - R
b -
o, (Q,t)x/_

+ By e

@927N1W A7 implied volatility, 0, (Q,t) Fadnwmldanauns (22)
gﬂﬁn"l,ﬂLmumluaumsﬁﬁmmﬁm options ienvzudaaiiugunis generalized  Black-
Scholes call function, 0(Q,t)= v(Q,T,6,(Q,t))

O'Q(Q t)? Uq(Q 1)
_h@-"r  n)-

o =0
v Q(Q,t)f aQ(Q,t)f

& v A o . . .
T%@]@%Eﬂ@ﬂ’]ﬂﬂa N1IAIWITH first Wae second derivative Ya3IRUNTT (23)
B UNUAN Q F992l@6n risk-neutral cumulative distribution functions ﬁ(Q,t) Lae probability

density functions 71(Q,t) vadsanuanilfsuluamaa awi1ay uaasluauns (24) - (25)

Q0 =1s Q0 UQT0) 20D, biQ o) ”
X 0(Q,1)

JH=—= 25

m(Q,t) o’ (25)

@1 risk-neutral probability density functions N1szu14leaNnaNNNT (25)
sz llTdwrmaandiniesiiddaiiias (time series) Va9 ALade (4, ) d1awLlTUIH
(0, ) skewness (sk ) excess kurtosis (ek ) LAzNIIATWITANNILYINIFTAIIN cumulative

density function 114 probability of 10% depreciation melu 3 1haw
4.2 n191)9213% Inflation Expectations 911 Forward Interest Rates

Y dq/ [ o v a 6
damaaniduluamiaa (forward rate) lagnihanldUznaunsienziuluune
madu esnnidudanaenideannsamundiucuduluewman o e t uazFugaay
pgvInanniwddanniudududingy mmn T lag t<T lunsdifaananisdulneds
= = a o I3 £ a e d‘y . .
1ai& forward rate lagasd 131398anusududasusziiudanaenidsluauraa (implied
forward rate) 9INT1AINKITAIIZUE LagATn1snldUsznauaissostuanon TuaswuInae
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n1IdIuImANaaIIaantdy (implied spot rate) 37N yield-to-maturity 28 IWHTTAITZUIA
uazIuaaunaasfe NITRIWITH implied forward rates 310 implied spot rates laan13@nsn

ladszifin time-varying risk premium a4 implied forward rate 13628
421 n13&319 Implied Forward and Spot Term Structure of Interest Rates

wnadlr i(t,7) WJusasnaaniie continuously compounded spot rates
fniuRusiasnlidrszaanide (zero coupon bond) th 1381 ¢ (FuNYiTINTIN) lasiusias

A 3

f91gaTUfInUe B 1Ia0 T > ¢ LLa:mqmaaﬁuﬁﬂmﬁﬁumuﬁmu@whﬁ'u mwnIa T-t

G9%hi term structure Vasaaaanide o "'s'uﬁﬁwqiﬂﬁwa’ml,am"lé%ﬂlﬂ?ﬂi’ﬁ/\lmao spot rate

i(t,t+m) FRTUUARZIZOLINABIIUATURNRUA (T=t+m)

B89 1@l coupon bond 3nsaaniiinludaisnFevas ¢ dell lapazing
aanide wdazdnaluldd klaw k=1,2, ..., m &IUA yield-to-maturity #3a (¢, t+m)
° [ = A (% A o Y ! LY g
113U coupon bond aziulFsuialioudnnnanauununviliyaddagiuvesaanidoua:
BudwinAuyaaIre IR wIIasaina? anuduiuiszning ytt+m) nuyad1aaIavad

NUTUATLRAI LAAIRANTG bl h

_y(tt+m)

P, t+m)= cexp 200 m (96)

k=1

m t,t+m

—uk +100exp
100

WININ yield-to-maturity VaINBTUAT b LEAZLIAIN plot VNN L3132
@319 term structure vasaaaenidy at19157a yield curve adnanduliasd1Useu o
Wik LH#8931N yield-to-maturity 1 wINa9A LA 8 VRS spot rates 3NNLIRT G4 T = t+m

Z’ o g a v o L% ° [V . . [ ] £ >
ausninvesnaniouaziinduresvusias vinlwe yield-to-maturity d4nanItuag iy

o & A Ao ' , A ' ) ) &z o

damaaniily w3afiiTunin “coupon effect” fia A yield-to-maturity uazgNAMUALALIUG
WAZLIANN B3 coupon TINTIaATIAenIdady @It lwn1Iagdnsananisalaan
aantde (interest rate expectations) yield-to-maturity term structure elamunzruinny

o ¥ A .
zero coupon term structure Ya30a310andod Lud “coupon effect”

AMNUFUNUT TNV implied forward rates Las spot rates FINITAAIUIT

{GER ﬁ]’mawuag’mﬁ’j’l f(t,t’,T) fa continuously compounded (implied) forward rate f19IU

s o 1

IR o A9 ~ a Y
wmuﬁﬂﬁ‘qiﬂiillﬂ'm‘ﬁuﬁ Vl']vL’J W LIRN t(?%ﬁ‘i’l’]ﬁqiﬂiiu) PISLIN TH LIRN t’ >t UazIn

72

asutnuaagf T afls forward rate 1AnIT8Iny spot rate lapaan1s

(27)
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F(LET) = (T -1) i(t,'_l;_)_—;t'—t)i(t,t')

NI msamulmw:nm 31aau lavazisuluin 6 thaudanin
y = a ° A A 'Y o A o = A
(f -t = 6 LAan) ERAATURRUAlUGaUN 9 WUNMIUNTINEINIIY (T-t= 9 L1Aaw) nIe

138171 “the 3-month forward rate 6 months from now”

DATANMINEIMIVFY YN TINTINAWWNNTNTRINBITYZINFEUIN

%éla’ufuﬁ&lmnu 138170 instantaneous forward rate %dﬁ’]&l’liﬂﬂ%ﬂ’]ﬂ@ﬂ@&la&lm‘i

f(Lt) =lim f(t,t,T) (28)

lunsdinduimaaaranin (forward rate) NHIANATUARRANLULOY

fit,t, 1) lawd 7>t laandadewes instantaneous forward rate 32WiN9 £ Uas T

T

f(t,7)dr

f(t,t',T):—”"T .

(29)

\flasann forward rate 1indasasnidsluauinaszningaafisudu t
LLﬂZL’JQ’]é‘I«LE‘!@ T Fafoiszoznaluawiaa t 59 T dove m@iaﬁ'uéy'omﬁm%uﬁuﬁﬁ]ﬁgﬁ'u
waziuasuinuaazleen finite-maturity spot rates, i(t, T) S9sunsnuaasidugunis laanis
integrate §a31aantdo829miN instantaneous forward rates 3213191280 ¢ waz T #inlwein

spot rate @ 1281 ¢ NTuATUAIMUADY M 1281 T LHIAUARRYIEAINY instantaneous

forward rate NUIWIINIZRING t Rz T

T f(t,T)dT (30)
T-t

T=t

I(t,T)

%

Tumanauniu forward rate aanIniBuwldlugiluas spot rate Gk

i(t,T)

fLT) T+ (T -0 == (31)
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ﬁ]’mmiﬁﬂﬂ’rﬁv ANIFWIWAVBY forward interest rates TENWIDA AN
10U AI33U 8 laslFuuus1809189 Svensson (1994a) ﬁﬂi:qﬂ@h'm Nelson and
Siegel functional form (1987) (i unuuinaesdniusasiaantdofigiunldlunisdnen
inflation expection V8IFUIANTAANIDIN BUALEILAK LALLAWILUINAIAINAINAIY
ALFWAIIT NIULEIaesEH udazddasriaursdelunsdifiiiunldlunsdawusdas

(mark-to-market) 31 HAINAY

ANULLI1889% Nelson and Siegel (1987) AITaLEHAIN LIIFINITOFING
instantaneous forward curve Tu%913a1taR@ N 27N parameters VB9 5 A2 (parsimonious

model) ﬁnﬂauuag’m‘ﬁiﬁ flm) \Ju instantaneous forward rate, f(t,t+m) NRTzezIAATL

f(mib) = B, + Bexp — T + B, exp = (52

Tl 1 Tl

fRuaLinny m mni’uﬁﬁﬁgimiu t @9%u forward rate function AT BLEHAVDI Nelson

and Siegel a3NTaLBanlaasd

lag b=( ,BO, ﬁ, ,Bz, T,) 11w vector Wa3y parameter (I@]EJBO waeT; >0)

’NNT (32) Va4 forward rate Ha9ALTzNOL 3 #IU &IUUINAL ANAIN

! A 2 = i &
(constant = ,BO) funad Aa S, exp (— ﬂ) 9111 exponential term %N ,81 wWuuan

5]

\ P i @ & A . 2 o
§1%132nauN|D9 3¢ monotonically decrease STl alipttd lagfidu function 2891I8NARTII

'
a

FURY QISR (1) wazdaudsznauisnn Aa B, exp (— T—”I) Taralwiia hump w1n ﬁ

€

Wuuan wazeznaliifia U-shape lunsdinl B, 1wau) 1w function wadtaa1aniiainisa
TR (1) waztlavzaziaaniwdusypia9nidi i lndathud (infinity) Wa2
forward rate azidnlnaan B, lun1sassnudng ninszeznaanisiinuatiszi@u time to

maturity) 1T Inagududs forward rate azdnlngen B, + B,

Svensson (1994a) 'lasinuuudaasvad Nelson-Seigal (1987) mi.li:qnﬁ
A a a { o o d { a
wWadulasduaiulsznaung fe (B, Zexp (— %)) F9921% hump-shape Naad LiaNazLva
A \ oA Y o Aa Ao o &
ANNdanguLazaa fit ivaliau1Ind1ass term structure NAFUULUNFUTaUNINTL F3

N3 Extended Nelson and Siegel ansaidiawlna laasdalui

m m m m m
f(mb)=p,+Bexp — +0,—exp —— +[;,—exp —— (33)
Tl 1 Tl 2 T2
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Tov b=( G B1. B T, Bs T)

AT bl integration @UFUNIT (30) 101011 spot rate 371N forward rate

=

Imﬁaw@gmlﬂ% i(m) N spot rate i(t,t+m) NRIA1ATLANABALYIINY m LAz IBHA

TINTIN WY ¢ Q9% &RNTDLT N i(m) lasauns

T

1-exp(-1)
o+

m

1-exp(—-7 m m
o B, f( T)-exp — B, exp -~

Ty Ty 1 T, 2

i(m; b)=P,+B,

1-exp(-;

(34)

TunsenuillerinnisUszanms yield curve lagidanen parameters 119 6
7 (,BO, ,81, ,82, T, ,83, 1,,) Alwen (the sum of squared) yield errors ﬁlﬁaﬂﬁq@ INNT
ﬁﬂmmgamﬁuﬁﬂ'mmwaumi (26) 3= 1% @ yield errors AAATUINNHAAIITERIN
estimated yield U observed yield Tuaaawusuas ﬁ{lﬁﬂa"nvl,ﬂu Svensson (1994b) AslE
f yield errors ﬁﬁaﬂﬁqmmu price errors zflanumnnzasnIlunisitanziulaune
NIN% me:ﬁﬁ;@ﬁwﬁ'tymaamﬁmezﬁagﬁé'@m@amﬁm Tunns@nmnitazld instanteneous
forward rates §1m3UnTANansaisaaenibusuzauluewiaa lugisszoziianan 9 fa

1,2, 5 8z 10 1 I@ul%ﬁagmﬁmﬁuﬁﬂ'@mwﬁa 15 YnNAN 2542 D9 22 inwew 2544
4.2.2 Inflation Expectations Ltaz GARCH-M Model of Risk Premium

Dahlquist 482 Svensson (1994) uaaslwifininlassatrssanaands
(term structure of interest rates) grusarnnltdsziinnisaianisaleresaaiadanis
Waguudssvasulounamaduluawaa lag forward rates curve 1dwN19NI9Ua L8981
msaansaisanasniszszmuisuiuszeznaluamea laslaunfigiwin time varying
term premium agluizﬁuﬁl@‘iﬁmﬂ

anuguRuEsTnissaeantboszosauluauiaa (short term forward
rates) a2 Inflation Expectations éi”'aa%iuuumﬁ@maa Irving Fisher (1930) fing1291n1s
naaulnivessanasniofeduananudswulaslusamnasndsfuiasouazainu

n:l' 6 o a U
WRYBLYRIUINITANANI TR AT LN D
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R, =E, (r)+ E, (1) (35)

faiu AR = AE,(r) +AE, (1) (36)

a . o ' A9 v & '
NEHVad Fisher @3N{172 T1W1AnIN short term forward rates 813130
v 6 Aa 2 > dy A v A 1 A = 1

vandayazaininianiiaioandwilald windanaenidofiuiaislifowulas Sesdeun
Lucus (1978) laszenduundiaasna Fisher lassanen risk premium lun1sdiuisdnsn
aanids wazuuudrnesdasaanidoluiudeani3aw time-varying risk premium 147132
LT % Cox, Ingersoll, and Ross (1985); Engle, Lillien, and Rubins (1987); Longstaff (1990);
Campbell and Shiller (1991)

nsanunil lélduuudnassvas Engle, Lilien, and Rubins (1987) 7114
time-varying conditional variance 310U 131884 Generalized Conditional Autoregressive
Heteroskedasticity (GARCH)-in-mean lun1sadune time-varying risk premium luaaia
Wusaslaumnual® excess holding return mm‘mLtamlugﬂaumnﬁumwaa conditional

. v &
variances 1@@d%

vt,t, B = (h(t,t, B i(t,t)ESZ +46,(t)+u,(t) (37)

fwua  g/(t) @a Conditional variance UAINANDUUNUEIWLAK IINNT

=} [ % .
DNaWWIUAT (excess holding return)

h(t,t,T) Aa wamauuNWIINMIDaNUBTATINNARTY th 13an T

%

1910 35397980 t ez t BILRAITWRNAT LAAITh

h(tt,T) I, T)(T —t)t—_iit )T —t) (38)

[

mqﬂs:aoﬁmaamsﬁﬁmmaumi (37) WNaWIanNHUAULEEY (volatility

by 2

process) luaaawustas (a2 (t)) %dgﬂawalﬁmﬁaﬂmmw GARCH(1, 1) process

o, (1) =a, +ayu; (t-1) + B0, (t-1) (39)
nsdszunmanwmzal1uuwl U 37% (volatility process) W89 excess

holding return LN a2z (risk factor) vavaasNaantdaa19%1 (forward rates)

J2381REI09NA1IUIN1U T2 U1 WA time-varying risk premium Tl uaaunaas a1u3ITn13



20

984 Dillen and Hopkins (1998) N1 mean equation 184 excess forward return ANAHA

Tagaunsfi (40) GefifasiFeaidnnusuns (37)
Nt T) = f(6t,T)=it,T) = A, +A,0, () +e, () (40)

N13AT1UITHIUNIT excess forward return 9z U3V 1M T U1 serial
correlation ﬁLﬁ@mm]”aQaﬁsﬁauﬁ'ﬂumgmwaq forward excess return ﬁayaﬁﬁwmﬂszma
#1A1 excess holding return LLazA1 excess forward return 41310 term structure 2898031
aontdouazdnsiaanidusrontinfyszunmanuuuinass Extended Nelson-Siegel Tag
Svenson (1994) 1ug193213195%7 15 ans1an 2542 @9 22 fguieu 2544 1 pldaynsu
NOFUAA LU0 2IMAUATE LA T RANN TN EYNALRINLAD Y LAZAIUIANAABLUNY
frTuMIBananniwdeind11a1n Term Structure 3a98aaanily SuuuUIaainNanay
unuvasaanidoarininldsanaanidosrmin 1 slevnes3uiinaludn 3 @audraniin
ml,ml%é'ﬂmaomﬂ%aaﬁﬂi:ﬂamzmwé'mmaﬂLﬁmmmﬁ’] 1 §Ua¥ szozafisuiing 3
Haw wazszuzadenannSnaany 1 §erkasnann lasananudinase i

PR
U

5. HAN13D Lﬂi']zﬁ%‘[ﬂﬂ'lElﬂ']il:a%"ﬂ’]ﬂﬂ']iﬂ']ﬂﬂ'l‘inf‘ﬂa\‘l@la’lﬂ

=2 & a [ a P a
ﬂ’]iﬂﬂ‘]ﬂ"]%ﬁlz'ﬁLﬂi'w%%IﬂU']ﬂﬂqiN%"llEldl]izl,“ﬂﬂvlmFLW]N']%&J’]I@EJT]']S?J'RL&I%
. [ { [ Aa Ly o ¥ =
31N market expectations 29980 UaNLURH 8031 3uHe wazaaaantdy TIgu190

2

wunaantduaaIgIuUaINITFETIIIANULLUIINITTU G99
(1) Mmyhenziulounsaanuanifsulusiifaniaznadinganmisaianiduun
1utl 2540 Gsltwlavnsaasuaniddauszuuaznindw laglunisdssildunisananisniued

anaaanuanidsuazlidayaanaaindanuanilisuamansayWus (foreign exchange

options market)

2) maenziulousthnuisaasniduila (Inflation Targeting) adual 2543

Iﬂﬂ%ﬁagamﬂmm@ﬁuﬁﬂm fﬁaﬁﬁaﬁiﬂﬁ'@hé‘ﬂumzLLazszﬂmmmaa‘*ﬁaya

a 3 3 1 ™ { 1 1
5.1 ms'sm‘nmmsmmmsmwaomamma%‘[ﬂmﬂammanLﬂﬁﬂu‘lmnonau

v A a €1 a
Lm:‘naa’mqmm‘smmw%n'msl%'ﬂ 2540

' = g A ¥ a [
Nawn1TtURUUITUUAATILANLURIWINNIZUUALNINLI LT 1 managed float

system Tt 2540 v Uszinalneladifiunlovrssanuanidfaunuy fixed exchange rate
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system laBnuadaLantUaswl#dinuazn33u (fixed currency basket) auulouaf

WM TNANNTIrRadauanURuwUaIkUINaany Lﬁuaqaﬁulumia:‘fu

91N N17U 3210 % market expectations Tagdulm probability density functions
ﬁ%m%'ué’mmamﬂ’é’iU%L’fmmwﬁmm@m@mwtﬁ@iaﬁmmaam%avﬁg% LATNNTILATIEZR
probability density functions 145291 2539 mﬂgﬂﬁ 3 9zfinineasuantUfuw spot rate
agﬂm:é’uﬁﬁmﬁmmw nyMwas Spot Rate faaaldaianisoininuudsUsau (implied
volatility) PaIAFuLING ayﬂmzé’uﬁ@ﬁ:'m’h 6% AnaAll 2539 a1 13Na1Y f1 probability
of 10% depreciation maa@hﬁumwL’fiuﬂ%’uﬁagﬁmﬁaﬂmuaauﬁomﬂu 2539 uazdsuan
gd%ua 9505 I autuInay 2539 %d@h probability of 10% depreciation ﬁga‘fuazﬁau
feenudullléndaruandasneranszlaa (Jump) Ssaranunsisanuduwlyldfiazifia
regime shift #a n131UasuszuunsSnlagaanainszuuazniiide lavaydluged 2539

ARNANIIETULIAKIT BV TILA N R UITULAZ NS HIITLFD ITNINLR AN NN T e

R a Ao @ A @ a a =
LL%J’J'H]:L?SJNawmﬁmﬂﬁuauﬂaaumadmﬁuL‘ﬁaulﬂuiwumaﬂmoﬂ 2539 nana

v o

FX THB Probability of 10% Depreciation in 3 Months

(Relative to the Policy rate)
30 10.0%

28 + + 9.0%
26 + <+ 8.0%
24 + + 7.0%
22 + + 6.0%
20 + + 5.0%

18 + + 4.0%
16 +

14 L ——USD/THB Spot rates

+ 3.0%

+ 2.0%
——Prob (10% Depreciation)

12 + + 1.0%

10 0.0%

Feb-96 Mar-96 Apr-96 May-96 Jun-96 Aug-96 Sep-96 Oct-96 Now-96 Dec-96 Jan-97

Mervyn King (1995) l#@ndnnaainuuasnnusinisaialuunainuisas Credibility
and Monetary Policy, Bank of England Quarterly Bulletin 1995 31a1usintTaiiavadulaung
MIBnuFIInala ldanwavadsaNuLanasszritaihnusinemsiinuauazns

ﬂ’]@]ﬂ’]‘iﬂi"ﬂ AIAANANTI

TTRINNLAARNNTIAN-LUBIEY 2540 dAILANLURUUIZUUAZAINIWE 95
wissnwuaziinaefaulniaglutasuay 9 las probability of 10% depreciation adatlu
3:@°fu§f\1whﬁ'wﬁaaﬂawﬂ 2539 mwm%aﬁaluszuué’mmaﬂLﬂﬁﬂuﬂ'aag'iui:ﬁua RRRET
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fimslaudaduumiuszos 9 adrelsionn Waiun 13-15 wguanan 2540 Inaiieils
MnANIRUINluIzau UL Snalindsaniui 15 wornian 2540 M3Aan1IHiERT

uanidfuwEnuinluamaalasuwuladllagrisiaisa

12May97

—

15May97

19Jun97 / p -

23 24 25 26 27 28

dl v & 1 v Qs >3 d' a > =3 ¢:§'

JUN @) usasldiiudn uliszaudanuanidfowu spot rates 3z TUAIUTITN
&  » ' A A [ a a o . . -
LRNUAY LAANNULTND a‘luuiﬂmﬂammamﬂamumai@m implied volatility, skewness,
waz kurtosis latAowuliatnauin implied volatiity a¢luszdy 13%-15% wazf1 Excess
Kurtosis n3z1a@31n 5.73 Twiuf 12 w.a. 40 1w 14.9 lwiud 23 w.a. 40 9afaziiuay
WANANTEW IR RanTznUNM IR wlauransiasls Moment fi 1 (Anan9)
WallguAun13Iae¥annnIINIzae@I1289n15ANanTiTaIaaInaasLantUaen
(probability density functions) TzauaNLTadWldaad1aslUEn 1w auliguwion asuaaslugy
7 (4) fanwuzuunnusiuazy Ul ufianefiaSnuinazsaudang d1 probability of 10%
depreciation’ luziidiaufiguiou mhgwuamamﬂ WEINITUN 15 W.0. 2540 (3‘].]“(] (5))
Qs g; a [ Q { ¢ 1 ;3/ = 1
AIRWAINLIIRNTIMLAAINAIVBID AT AN R uTILTIANTUNITLAY 23 U INdanaaans

®38. ’*ﬂ&ﬁ’]lﬁﬂ']iﬁﬂ')']&l‘ﬁll'] ] a\‘]E‘Tﬂ']%ﬂ'ﬁfli@]ﬂ’]@]@h\‘ivlﬂ'ﬂﬁﬂﬂ’nuLi‘j%'ﬁ%\‘]

“ Hunsdwimann cumulative density function Wumsrumadasuudaslu higher moments

(variance, skewness, L& kurtosis) 284 probability density functions lagazl¥@filaiizsninnin
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FX THB Probability of 10% Depreciation in 3 Months

(Relative to the Policy rate)
28 25.0%)

26
*| W” 20,000

22 +

—+ 15.0%
20 +

18 +
-+ 10.0%

16 +

14 +

+ 5.0%

——USD/THB Spot rates
Prob (10% Depreciation)

12 +

10 t t t
Mar-97 Apr-97 May-97 Jun-97

0.0%

wasanmaasunlongsasuanidouwanlEsuusasuanUasuiuusa i
ms’iLﬂm:ﬁuim_nUmsﬁumﬂé'mwLLaﬂLﬂ?ialuﬁlzvl,;igml,ﬂamﬂwmylué’nwmuau flasann
Lifinssmuainungsasiuaniaowesrounisnisindoniew snnanislieas
waniaswedenwlniarunalnasiaazrnldninszanasivesnisanansoilndifes normal
distributions 31nAILEN aeglsRiaw mﬁ@mim@mstﬁmaommﬂﬁolﬁﬁayaﬁlﬂuﬂiﬂwﬁ
domssiiunlgunansdu Wosansaruanfouldsunsoensuiniudauys Assrian
§NzLATEgNa lagINvaIlisine gﬂﬁ' 4 LLamﬁammL%aﬁuluaqaﬁumﬂﬁﬁ%ﬂuﬂ 2543
Warautudansd 2540 wanisieeilusnsmeainand s dlsdumyiannuindede
va3ulgunonmItulasasidndaly

05JUL00

19NOV97

32 34 36 38 40 42 44 46
THB/US$
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a 3 6 1 % a 1 =
5.2 m‘mms'lzﬁm‘mnmmsmmaema‘mma%‘[ﬂuwamsﬂ 9L 'élsl%?i’.]\‘]ﬂ

2543-ifa91in

MU REUIIUILNITII WY BITUIAIINAIIIINAATIANLU R UTZUUAENTIET 1
Wuszuuaauantlfowuuuaasal lasdulounanisiwiuuiimuaiinunsaasduila
(Inflation Targeting) ﬁﬂﬁmﬁmiw:ﬁﬂﬂmmmsﬁmﬂﬁwmnﬁagamaaé’mwLLamﬁJé‘mmﬂu
ﬁagamaaé’mwﬁmﬂaua:é’mmaﬂLﬁmnﬂmmﬂﬁ'uﬁﬁ'm NI% WWuNoausuN®iIi aane
WUTU AT IZNA N LA ITN I NI TN AW 8871995999 IUT19T2 02 A0 UEY HNLAA1TANEN

&< X ao o @ ' A o ad o e . . v
A3I% wa;&amﬂ@LLanLaJmmsnm:mmnﬁmsmmm probability density function 8114 b
Wa991n hilaa1a Futures Wag Options 38450 %ana1ndh NUSLUATUTZLANNIUNEADLUNY
WULRBEAIANEATIWH 8 (CPI index-linked bonds) &4l ldsun1snam Usznaunuann

% o A . ! @ o vl a a & ..
@m@wuﬁummags:mwmswwm‘[momwl%uﬂizawﬁmwmmlu (Efficient Market)
ﬁﬂﬁmﬁLﬂiﬁ:ﬁuiﬂuwmﬂwsLﬁuLﬁwﬁ‘umsmwmnﬁé’mwﬁmﬂaﬁmmgﬂﬁaaﬁazlmffl
mMAeTzAwlaugaauanidfsnlnafa widtulounsaasSwiiadniinuailrangy

DENITALIWNAY

JUN (7) ugaIN1ITBUAL VIR TINAADUUNY yield-to-maturity VBINKTLIAT
%’gmauﬁiazmq Ay implied zero-coupon yield curve LRI LUNTHN vield curve HauTn
WJuuan (positive yield curve) 80NN UUNBINNABTUATWLL B 15zaanide (zero-

. o o A o g & & [

coupon bond) 9zgINTHARaLLNUIBINUTLTATNFIzANITY (coupon bonds) 14# 1316
o . . . 2 S SR
implied zero-coupon yield curve 41143tk implied forward curve Tudunaudan o9 implied
forward curve ﬁ'ﬂazgﬂﬁmsmﬂu%ﬁfaﬁaﬂmmmazlﬁmﬁa (inflation report) Vadlszing
99NQ Y 8ILA% WazBEIea 8819 laNa 1w UsziAnd Ay e implied forward curve Ao

6 1 o d‘y 1 v [
piAdIznauIzwivegveseaaentioalsnin (T -t ) uazszszianandaass
= a o A A v o a & . o A
fsgauduluauwiaa (t —t) Misrdasnuulooisniaduadnzduedisls dsnndlilu
Svensson (1994a) 111177981389 term structure dulnglfasdisznausznitienyvas
garaanidoaianidn (T -t ) wazszozianndaaduisgaisuduluauina (t -t)

A oA @ o a ' o o @ =~
VIVLNLﬂU'JTaﬂﬂquUU']Uﬂ']iL\‘]u LT aﬁﬂqma\‘ia@ﬂ@aﬂwﬂmdﬁuﬁ 10 U
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Forward & zero-coupon yield curve,

and observed yield-to-maturity
12.0%

10.0%

8.0% A

6.0% A

4.0% A

e YTM
—Zero
—_— Forward

2.0%

0.0% T T T T T
0.00 2.00 4.00 6.00 8.00 10.00 12.00 14.00

Svensson (1994a) Tl 1A wIN8as1aanideszuzawlugad 12 Yd19ndn
f§1%9AUIENaL (a combination of settlement and maturity) AIN&1LNLLRBINLN1TE TS
wlounansiduwnzidugiaian lag szrinensduiuulounsn1si3n (monetary pollcy
measures) TUNANTENUA AR wA 0Tz aUTIA WS8R T WD Wadhwani (2000) 328zl
= o % a A 6 o = £ > a A A v
Asrdaanuulaunansids ds msmensalsanaandoszozmwsanSudeludn 2 T4

1Y ° [N . ' o ' o 6 A
Wi ¥ 1% implied forward rate lugn9asnanaziannisaianisainisidfsuudasulaune
MIBUNNAANANTIN TdvaITUIATNA A TUENTIANNNAGUAa Az T B LazA
oA A A oAl . . A o & &
wndatiavasulovrafnysznaly udiilasan implied forward rate w3adaaanidoseazau
luauaatsznaudie aanaanidsurase’ nsanan1salaaiiuiile LazANLRES (risk
. = P v o A o & a 1y \
premium) Tatdunrseniazusneanlitaan laglidarianisaanisaloasiduiie 1iu
WusUasanNaenidsansaiauaadwiila (CPI index-linked bonds)

° {Jrpfnaziinansznuds aasnaenduNuiasidsznoudy s2audnead wluuunInes ANNGaINT
a lé { U Q/ a v a
Lau‘qwmLﬁmma:muTammmzwamammumﬂmsamu Rulnaidhasnanszuuiasegia (Brynjolfsson
Las Faillance (1997))
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Implied Zero-coupon Spot Curve 2000

——5-Jan-2000
—=— 28-Apr-2000
—e—29-Dec-2000

14-Days Implied Forward Curve

0.08

0.06 1

—— 07-Jan-00
i 04 -May-00
29-Dec-00

0.04 1

0.02 1

Iugﬂﬁ 8 sxviauliifiuionisilaountaswas implied zero-coupon spot curve i
i295] 2543 197 miﬁwgsmsmaoﬁmmsnmﬂumm@mwmwﬁylﬂuﬂ%LLiﬂ‘lumuﬁau
ANTIAN-NUNINUT 2543 vilH spot curve UTUGIaAaInRaATIIBYAUTTAT Aana lddTud
dhdietsmwlutiadanamen FofugrsnsismarsnasléUszmeanlguioiihwang
saSwilafiszau 0-3.5 Wedifuddol) uazimualildsaneendsluaaadofuszoy 14
Fu 1 iusanaandoulovne luwdounguniew yield curve Sldimaadanlniannindans
Uszmanlouiaadnann at19lsnany yield curve lqUsudanasatnsdaitosnsudLian
inweon 2543 Tasfisamaaniioszozauludn 2 T4aminuaasan implied forward rate ol
fuszuam 35 WesiFudaluldontuinaw 2543 Mounusedy 55 1wesidudlutdion

WOEN1AY 2543 8819 lIRANRINIATIZRIN forward curve (FUN 9) udrazliyddg Ty
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21N spot curve M3UTUAIAARIBENININVEY forward curve ﬁ]xﬂixﬁ;ﬂé’hﬂg’lu‘*ﬁaa 2-51 laai
Asdfsundadaniaslugie 9-108 anadanulaasit 1) 3nn1s@ns1va9 Goodfriend
(1998) 114 Federal Reserve Bank of Richmond Economic Quarterly 1998 ABlA A3 210
= [ @ o o a L Ao .
nsaneluasianusiasvaslssinasing Buasalssinasnigalu3nIng CPI index-
linked bond WU real interest rates lw3zaze128nsiRsuuasdasNInLazANNIARE®
lwivesaanaanidaszaza1i3zu137n inflation expectation Liauninaa (80 LUa3Ldued) a9
wulla TN AUUKIAAV8Y Fisher Decomposition LazauyAzIUNIIMILRIULLAIVBY risk
. a = = v [ . . A o o
premium Awatieaiinias (1NnTdszanmazau risk premium Tuguf 10) nMsdudiaans
284 forward rates 143349 9-10 TazazanldiAniinisUfuuuladvad inflation expectation
Tug91 2543 Jlainnnikn Uszanm 0.5-1 1Wasidud 2) 3nn139 inflation expectation 15U
f1aaadIlszanm 0.5-1 Lasidudarunmsiaziluda 1) N1USualIaaaduad forward curve
] [} v s ¥ d v a . &
agnsnnnluwgisdwnansazasiaunnisanasvadaasiaantduNuiase (real interest rate) 49
foAnaadnUNTE A lauan1siiusuunawdsulug19a9nann 3) nsiuwanloune
Inflation Targeting 8814 TALAUVBITWIANTNANS B lAaa1an1T3naranisalaanaeanide
wluiny (path of policy rate) agjluszaudn ¥inle forward rate luszozihunans (2-5 U) aasn
A A A a & o S Y o =
a931n lash forward rate szozinTdfsuuladfaadnies TIR0AAREINLNNTANEN
284 Goodfriend (1998) N1I1TUIATTNANIRINITD influence das1aantdaNUyiaTe (real
interest rates) 528zl una9 L UN1IIMIAMUadaIaenidoulouiy wazeanaantie

WHTUA T2 ENIREYIa% commitment UBITUIATINAIG auIauwé’mw Hwia

14-days forward rates and term premium
5.0%

4.5% 3

N h

3.5% W

0% \ \vvk“"'":‘d.\\m

2.5% “o

2.0% \

1.5% -
——14-days forward rate (3m settlement)

1.0% —e—term premium (time-varying)
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A o o

15-Jan-99 15-Apr-99 15-Jul-99 15-Oct-99 15-Jan-00 15-Apr-00 15-Jul-00 15-Oct-00 15-Jan-01




28

Table 1. Estimation of excess holding return equation

Mean equation
v(t,t', T)=h(t,t,T)-i(t,t") =y, +y,0,) + pv(t-Lt,T)+u,(t)

Yo Yh o} Log L
0.005279 0.380077 0.289914 361.097
(6.139743) (3.317553) (2.270750)

Variance equation
O-if(t) =4a, +C¥1U§(t -1+ Boaﬁ(t -1

Qo a BO
1.69*10° 1.050064 0.48794
(1.068526) (2.065386) (3.709465)

Note: t-values in parentheses; Log L is the maximised log likelihood value

Table 2. Estimation of excess forward return equation

Mean equation
net,T)= (@t T) =it T)=A  + A0, () + p,n(t -Lt',T) + p,n(t-2,t',T) +e ()

Ao At P1 P2 Log L
0.004582 0.052092 1.304672 -0.383536 580.4176
(2.686427) (2.112987) (14.29828) (-3.972396)

Note: t-values in parentheses; Log L is the maximised log likelihood value

udluenrwannewdaungeaian 2543  azdsldinmadfsuwudasulovnans

RuraIswmanIna udlugrmadfsugiimasmansuidszinalng Twiun 29 wosanau
AN o, o A & o i g .
2544 amaanaInhlesssyyimmadiswudasmsaamsaieanasnds luawaaadig
o A ) ~ o [ i g & ) = o o &
Faaw GUA 12) molutnaiisssniy daneeniboszozaudrmi 2 U Jiudgeau
drzanm 1.4 wWefidud esnnaaiaaramamsaiinulounsmstuluemaaazdiuaan
v g/ . . 1 1
aanidogelin adelsiany forward rate lusznzpmiunyldfimaefeulna qUn 11) ns
Wasuulasdanaanidonusiasiud9a9na - andanuldasit 1) msheasaanide
forward 328 7-10 ¥ laiifeuudastsznauny risk premium Wasuudadidnies winazas
auyAzIwin real interest rates srpzpildilAsundasiutisnmaung anvszdszinmldinlu
980 25 W.A. §19 22 R.0. 2544 msanansaiaasdwia (inflation expectation) Wazay
luszauidn  2) eaaaemsalinulouionstu  wawiaaazdsusasiaanidy  nominal
. et ,3’ a v i v J

policy rate @@ repurchase rate 3282 14 L% INMTIATZALUTD 1) NuaaslAAwiimsg

6 o a 9 A a 3 v L A v 6 o £ v A
AANIIWA A BN AU RU WU aILNgILaNa Y smwwasl,%mimﬂm‘smamm NIUHLYNIAN
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. ' o o £ '
(real interest rates) Tut19 1-5 T USudgsln anmadIsuifisuszning forward curve waz
spot curve @dnaNMATLRUBNNTILATNZRlalE forward curve aziianuTaLIRNINGINLEAILY
Svensson (1994b)

14-days Implied Forward Curve
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