NHAMRS E T \E Chinese Journal of Applied Probability
F— 2012424 and Statistics Vol.28 No.1 Feb. 2012

B EBEREN

A ERA
(P L AN S e T 454 AR B, B, 201620; 2 BIASTE KRB R, B, 200240)
CrhEANEAE Sy, i, 201203)

W E
ARSCUHE T A5 AT A= T2 — BB RS B I s A 1) . 6 v 38R 30 XSG AR 249 XU, AR 3
1) P HLI MR 5 455 20 e 20 11 24 RIS, ) P i FEE AR AN VR 5 A R o 24 AR, TEAT A, 43 T 2% 08 T
2y 1) 5 R 2 T0 50 I S S 2 T B 20 (R sE AN I R, DA R 24 I 1) 5 ) S A G I S i 2 B 5 20 R sE AR
LR, S5 T ARSI AR, O FH SRR R DR VAR B ) R B A A
KRR SES B, FUERER, SRR JRARIAL B, SRR DR
RS EES: 0211.63, F830.9.

§1. 3l =

S AT LA A FART A7 e, R (R i T A I 53 e/ L. Wi e T 4 £
FHAORER K S5 J7 A2 D BOY IRHS 2 B8 ™ 1) s e #E A 45 15 T ORB IR 9207, i lie s vl DL A
v AL T Bl LB DR 7 A A% B AT R ARG A K B B ARIAS A Ag 4, O s <2 7 )
ARV [0 5 A A DU 7 BB VR € LB, 38 H 2 LIBORAN— 2280, LS IR B8 7 A% A
HARAE R A BEA T B FE RISk TLHAZ B B B R A RAT AR e < 2 ).
FH 6 o < P 4B [ 5 7 B BURATS R D, i3 e A D 8 AT v AR, B LA i < 14
R A AR Y. (E AR T T i < U AIR I AR AR A R AT 5P e 58 7 (R L
o, MR R 5 202 AR A TR B SAFAE . 1 ARAT I 3228 H KR AR A2 XU Y 7]
I SRR s AL . A2 5 ™ A (R B vl L

B Wl bEE S ERIR e L

LIBOR+HLH] £ RE A Y EH
|
|

A Trparrananhc  sissss

P R B I e U ]

E)T?i?iﬁéil&w(gmlﬁ F2007CB814903) . [H 5 FI AR} H 45 (11171215) Fl_E g i s 62085 T AR ¥ ).
A3C20104E7 H8 L F.



80 N FHME 2 4801 o )\G

P I Libor f& A8 FRDYARAS I 2, & F7AS S0 26— IR AT 2 1A) R ) 98 < A BT AR 26,
S el K T BRI SRR . 536 I 53 L RI6/ F ILibor I, i
TRV R L N B R AR RS 24 XU, 50 SR f L 480 A7 A 0T 3 P A XU R
AT AR, AR SO R H I R 26485 21 A Heath-Jarrow-Morton (HJM)EE;ﬂ[I] XL 2 i DLR A
FLYMURE B 2 DR DA A2 Y A5 I 22 S e 2 A T 3 o e SO 0 2, AN B TE A
S R IR T 3 R 2R 20 B AERS .

§2. HIMH|XRKE

Heath-Jarrow-MortonfE19924F i th 1 — AN e 0] 18 R 2 il Ze AT g B i 28, R
FLIMUAR AR L. 2570 o (38 ) 26 f (¢, T) A A IR 200 IR T (0 70 T I 20185 ST 20 £t H f B
ISR el e, A S T — f(t, T)RN T —4cm i thZ:.

BREEF(0,T), 0 < T < THEFINZISE T AN, BRI 22 WA 2 il 2. /EHIMBIY
1

df(t,T) = a(t,T)dt + o(t, T)dW (t), 0<t<T, (2.1)

Forp{w () e DL MR BN Abs AT WI2 3l a(t, T)ZEBI, o(t, T) 2B, id
T
o (t,T) :/ o(t,v)dv,
t

R(t) = f(t,t), D(t) = e~ Jo BOdw g it i
Shreve (2004)iF B T 75 XU b P 0 BT, HLTMUBE RS A2 LA R 5 f:

df(t,T) = o(t, T)o*(t, T)dt + o (t, T)dW (¢), (2.2)

P UV () V2 SRy e K 22 00 R AR UE A BRIZ Bh. B, T) 2B H b T B 4
Sy LI 2 SR At (RO, 0 SRS Ep e R 2 0 P B9 JE LA R
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Pricing of Total Return Swap
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This paper discusses the pricing of total return swap which is one of the credit derivatives. As the
total return swap contracts are exposed to both interest rate risk and default risk, this paper characterizes
the interest rate risk through HJM model. Intensity model and hybrid model are used to characterize
the default risk and to derive the corresponding pricing formula for two cases when the default time and
interest rate are independent or correlated, respectively. Monte Carlo simulation method is used here to
derive the numerical solution of the pricing problem.

Keywords: Total return swap, HJM model, intensity model; hybrid model, default risk, Monte
Carlo simulation.
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