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Extracted Regime Indicator by Minimizing Pricing Error
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Standardized 6 Month Yield and First Factor
4 T T T T T T T

@] O 6mn Yield
—_— 1st Factor

2 -
3} -
_4 1 1 1 1 1 1 1
65 70 75 80 85 90 95
Standardized 5 Year Yield and Second Factor
4 T T T T T T T

@] ] 5yr Yield
_— 2nd Factor




250
200
150
100

50

250
200
150
100

50

250
200
150
100

50

250
200
150
100

50

6mn Yield: s1514200

-0.01 0] 0.01
6mn Yield: 3-Factor[AF]

-0.01 0] 0.01
5yr Yield: s1514200

-0.01 0 0.01
Syr Yield: 3-Factor[AF]

-0.01 0

250
200
150
100

50

250
200
150
100

50

250
200
150
100

50

250
200
150
100

50

6mn Yield: 2-Factor[RS]

-0.01 0 0.01
6mn Yield: 3-Factor[CIR]

-0.01 0 0.01
5yr Yield: 2-Factor[RS]

-0.01 0 0.01
5yr Yield: 3-Factor[CIR]

-0.01 0

250
200
150
100

50

250
200
150
100

50

250
200
150
100

50

250
200
150
100

50

6mn Yield: 2-Factor[RSc]

-0.01 0] 0.01
6mn Yield: 2-Factor[CIR]

-0.01 0 0.01
5yr Yield: 2-Factor[RSc]

-0.01 0 0.01
5yr Yield: 2-Factor[CIR]

-0.01 0



0.015
0.01

0.005

0.015
0.01

0.005

0.015
0.01

0.005

0.015
0.01

0.005

0.015
0.01

0.005

0.015
0.01

0.005

Short Rate Volatility

- T T T T T T ]
L s1514200 _
| | | | | |
70 75 80 85 90 95
- T T T T T T ]
L 2-Factor[RS] _
| | | | | |
70 75 80 85 90 95
- T T T T T T ]
L 2-Factor[RSc] _
| | | | | |
70 75 80 85 90 95

3-Factor[AF]

MMNWW

90

95

2-Factor[CIR]




0.015
0.01

0.005

0.015
0.01

0.005

0.015
0.01

0.005

0.015
0.01

0.005

0.015
0.01

0.005

0.015
0.01

0.005

Long Rate Volatility

WMWMWWWW

70 75 80 85 90 95

WWMWMWNMW

70 75 80 85 90 95

L 2-Factor[RSc] _




0.5

0.5

x 10 Covariance of Short and Long Rates

T T T T T T

- s1514200 _
| | | | | |

% 10 70 75 80 85 90 95
T T T T T T

L 2-Factor[RS] -
| | | | | |

% 10 70 75 80 85 90 95
T T T T T T

L 2-Factor[RSc] -
| | | | | |

% 10 70 75 80 85 90 95
T T T T T T

L 3-Factor[AF] i
| | | | | |

% 10 70 75 80 85 90 95
T T T T T T

L 3-Factor[CIR] i
| | | | | |

% 10 70 75 80 85 90 95
T T T T T T

L 2-Factor[CIR] _

70 75 80 85 90 95



0.8
0.6
0.4

0.8
0.6
0.4

0.8
0.6
0.4

Correlation of Short and Long Rates

L s1514200 _
| | | | | |
70 75 80 85 90 95
T T T T T T
L 2-Factor[RS] i
| | | | | |
70 75 80 85 90 95

70 75 80 85 90 95
T T T T T T
L 2-Factor[CIR] i
| | | | | |
70 75 80 85 90 95



