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The Identification of Dynamic Model for the Returns and Risks of Se-
curity

Liuw Hailong
Faculty of Bustness Administration,Shenyang University

Fan Zhiping . Pan Dehui

Faculty of Business Administration,Northeastern University

Abstract Under the assumption that the spot return rate of a security follows the Ito stochastic differen-
tial equation,the return and risk of the security is defined as the expectation of the spot rate and the vari-
ance of the rate. The differential equation for the return and the risk are derived by using the Kolmogorov
equation. Based on the theory of non-parametric estimation.a method for identifying the equation of spot
rate is provided. Finally .the modeling method and the identifying method are applied to the analysis of Chi-
nese financial market .and simulation results are presented.
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