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Table 1 Descriptive statistic of the repo rate
17 Ljung-box (p )
r 3.27 2.6552 2.8222 12.485 3 36 665(0.000 0)
© GARCH B +B =1 T



— 84 — 2012 12

25
900

p— i)
5 1 goot- e AEASM -
M,NML‘\ " -
' 600 + 4

1098 2000 2002 2004 2006 2008 2010
iy

F=

(a)

(a) Repo rate

—

1998 2000 2002 2004 2006 2008 2010 20 25
R0
(b) ()
('b) Difference of the repo rate () Histogram
1
Fig. 1 Data of the repo rate and empirical distribution
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2 GARCH-Jump
Table 2 The estimation results of the GARCH-Jump model by daily data
GARCH 1 2 3 4
0. 168 0.023 0. 030 0. 021 0. 026
a
0 12.0 4.76 5.76 3.92 4.69
0.909 0. 986 0.983 0.988 0. 985
a
l 143.0 391.0 363.3 361.5 337.9
0.004 7 0.000 5 0. 000 7 0.000 5 0. 000 7
®
9.39 6. 18 8.98 5.86 7.04
8 0.317 0. 540 0.433 0. 388 0. 381
I 18.5 14.2 12.8 11.5 12.5
8 0. 682 0. 447 0.412 0. 426 0.424
? 38.6 23.5 19.3 17.6 18.5
A 0.083 0.001 1 0.000 3 0. 000 4
’ 9.97 2.13 0.98 1.29
0. 280 0.132 0. 145 0. 204
Ul
! 3.21 4.34 2.98 4.22
. 1.135 0. 695 0.135 0.557
0 10. 1 12.6 2.22 13.6
0.954 0. 964 0.936
r 94.9 187.2 168. 6
0.078 0.033 0.041
7 4.06 3.40 3.68
-0.004 3 -0.016 1
T
-0.26 -1.70
0.031 1.179
4
6.88 8.52
53.13 9.93 10. 95 7.57
Q?
(0.005 7) (0.999 8) (0.999 4) (0.999 3)
0 56.77 39.67 40.51 51.92
¢ (0.002 2) (0.111 2) (0.124 1) (0.078 3)
Log L -1196.5 -31.4 46.9 75.2 131.6
(LR) (0) (0) (0) (0)
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Ljung-box Log L LR p
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Table 3 Non-parametric test of model specification
W(p) 1 2 3 4 1 3 4
p =1 37.86 33.84 23.69 29.18 8. 66 7.74 5.72 6.05
p=5 34.72 28.02 20. 16 23.83 4.24 3.56 2.34 2.40
p =10 33. 67 29.73 18.23 22.44 7.91 6.48 4.25 4.89
© 5% 1. 64. 4. 1.5 10
4
Table 4 Non-parametric test: Source of model misspecification
M(m 1)
1 2 3 4 1 3 4
(11 16.24 15.35 14. 67 14.76 6.00 5.92 5.84 5.89
(21) 10. 19 10.29 9.62 9.58 3.85 3.63 3.48 3.52
(12) 14. 80 13.21 13.17 13.90 5.15 5 4.98 5.03
(22) 9.63 9.37 9.14 9.14 3.39 3.21 2.98 3.02
(33) 6.39 6.38 6.03 6.11 2.13 2.01 1.74 1.75
(4 4) 4.63 4.44 4.23 4.34 1. 64 1.53 1.26 1.26
3_ 4
1999
3 100%
3 24%
ARMA 1
3.4 1997—2000
2( a) 3 1999 ; 2000—2006
1997 ; 2006 ;
2000 2006 ; 2006 2006 2008
2008 (
( 2(b)) 3):  1997—2000 1
1997 1998 0.35; 2006

0.11;2006
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Empirical study of Chinese repurchase rates by dynamic jump model:
1997 -2010

LI Shaoyu

School of Securities and Futures Southwestern University of Finance and Economics Chengdu 611130 China

Abstract: Short-term interest rate models play a significant role on fixed income pricing and risk management.
This paper combines the VASICEK interest rate diffusion model with GARCH-Jump model and dynamic jump
models to investigate Chinese short interest rate processes and test the rational investor hypothesis. The results
of the research are as follows: Chinese short interest rate behaves a significant mean reverting process and
there exists not only the volatility of GARCH but also the dynamic jump volatility factors; Non-parametric test
shows that the dynamic jump models based on the setup of Bayes decision rules can improve the goodness of
fit it also strengthens the predictive ability and suggests that investors in the short interest rate market follow
the Bayes rational decision rule to deal with abnormal events; The dynamic jump model has certain capacity of
explaining the speculative activities or crashes of the macro-economic policies.

Key words: short-term interest rate; jump intensity; Bayes decision rule; jump size
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