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         Final Project: Outline


Objective

The project will focus on modeling the nominal interest rate that will be used to determine a term structure model.  Once the process has been defined, then will run simulations to create the initial zero curve and its evolution through time. 
Purpose

Building a term structure model, which describes the evolution of all zero-coupon interest rates over time, so that it may be used in option pricing.   By specifying the behavior of the short-term interest rate, I will be able to determine the model.  

Methodology

Using the Hull and White (1990) model, which was an extension to the Vasicek model, I will generate values for the short-term interest rate for the initial term structure model.  I will then run Monte Carlo simulations to generate the term structure as a function of time.  

Any financial data or assumptions for this project will be obtained from Bloomberg.

All programming will be done with either a combination of C++, matlab, or VBA in excel. 

