
 

StochasticModelingandFinancialMathematics Weeks

Prof SorenPetrat ConstratorUniversity

lecturenotes fromFall2025

s
ier

aTTs interestrates should bedifferent for differentmaturities

Usually longer
commitment maturity higher

interest

This phenomenon is called termstructure
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Spotrate Sli yield tomaturity of i periodzero couponbond

theyfollow therelation P Iai



spot rate cure is the zero couponbond yield are
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Suppose the Sli are givenby somestandard say intheUStheUS treason
zero couponbonds then a betterlevelcouponbondpriceformulawouldbe
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note dli.fi ii are called discount factors

Note riskybonds should becheaper thisisoftentakeninto accountby

adding a staticspread s still Its S il

side remark thereisalso the conceptof forwardrates

consider 0 couponbond
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Stijl j i period spotrate i periodsfrom now unknown

there are manymodelsfor S i j



Sometimes the simplemodel of implied forwardratesis used

fli jt model for S i j basedon
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