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Interest rate modeling 
Objective

The main focus of this project is to create a model for 3 month LIBOR interest rates.  


Will be modeled three different ways



- Regression Time series



- ARIMA 



- Building a stochastic model (CIR)

Purpose


The three models will be accessed and a short rate will be forecasted with some error.    This rate will 

Background


The process for the short rate models a rate in a risk-neutral world.  Interest rate behavior is similar to the behavior of stocks; however, rates appear to be pulled back to some long-run average level over time.  This mean reversion 

Equilibrium model

Cox, Ingersoll, and Ross Model

Methodology

