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Compare analysis of forward and spot models for valuing interest-
rate options

NIE Chi

Cuollege of Busimess Management, Hunan Universitv.Changsha 410082, China

Abstract: The obpect of this article is to investigate the guestion of which interest-rate options valuation
models are betrer suited to support the management of interest-rate risk. We test seven spot-rate and for-
ward-rate mudels with ore and two factor forward-rate model for intevest-rate warrants for the period from
1000 to 1483 and identify a one-iactor forward-rate model and twa spot-rate models with two factars that
are nat significantly outperformed by any of the other four madels.

Key words: intercst-rate option; forward rate: spo rate
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