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Static Approximation of China’s Interest Rate Term Structure

bootstrap method spline approximation
2001-2002

Abstract: The term structure of interest rate is the foundation of Asset pricing, financial
products design, hedging and risk management, arbitraging and Investment. For this reason, the
estimation of term structure of interest rate is a fundamental research work in the field of financial
engineering. This paper is a trial on this subject. There exist many methods to estimate to term
structure, which include the bootstrap method and spline approximation. This paper uses both
methods to make a static approximation of term structure of interest rate in China from 2001 to
2002, compares the static estimation results of two approximation methods, and then analyzes the
dynamic change of term structure of interest rate in China.
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