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FD(T,T) =min(V(T),F)
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The Correlation between Individual Stocks and Bonds(Kwan,Simon(1996)

The model: A =B BAT +BAR ,+BAR +B AR  +¢
where A = Change in bond yield
S&P bond rating

-statistics -statistics
AT =Change in riskless bond yield 0.5987(19.37%*) -0.0506( 1.96)
AR ,,-Return on stock( +1 week) 0.2173( 1.82) -0.2296( -4.73%)
AR =Return on stock( ) -0.1963(-1.47) -0.5011( -7.24%)
AR _1:Return on stock( -1 week) -0.2015(-1.84) -0.3309( -5.08%*)

(* Significant at the 1% levels, respectively.)

Simon Kwan(1996)
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Merton(1994)
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Merton(1974)

Merton
EGARCH Quasi-CEV
(Constant Elasticity Volatility ) 2
Merton(1974)
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EGARCH(Exponential GARCH)

(Auto Regressive Conditionally Heteroscedastic )

EGARCH Nelson(1991)
EGARCH(p,q)
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Quasi-CEV

CEV(Constant Elasticity Volatility)
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EGARCH Quasi-CEV
[ =970730]
9701 219 B a3 99% 102 Baz2 99% 2914
9702 391 B1 99% 178 B a3 99% 286
9703 264 Ba3 99% 231 Ba3 99% 285
97014 415 B2 95% 611 B2 99% 232
9705 601 B2 99% 737 B2 99% 231
9706 466 B2 99% 961 B3 99% 220
[ =970704]
9701 115 B a2 95% 165 B a2 99% 352
9702 109 Ba2 95% 257 Ba3 99% 315
9703 186 B a3 95% 525 B2 99% 256
9704 3475 C aa 99% 742 B2 99% 230
9705 1179 B3 99% 83 Ba2 95% 407
9706 731 B2 99% 231 Ba3s 95% 315
L =970819]
9702 20 Baa3 90% 0 Baa 90% 318
9703 69 Bal 95% 4 Baa 90% 300
9704 57 Bal 90% 20 Baa3 95% 279
9705 165 B a2 95% 36 Baa3 95% 274
9706 90 Ba2 95% 87 B a2 95% 252
9707 336 B 1 95% 746 B2 95% 162
L =980228]
9706 149 Ba2 95% 0 Baa 75% 306
9707 286 B 1 95% 2 Baa 75% 260
9708 456 B2 95% 62 Bal 90% 205
9709 1297 B3 95% 1070 B3 95% 132
9710 1586 C aa 95% 233 B a3 75% 203
9711 1389 B3 95% 1186 B3 90% 145
[ =971218]
9706 0 Baa 75% 0 Baa 75% 406
9707 2 Baa 75% 4 Baa 75% 273
9708 240 B a3 95% 724 B2 95% 143
9709 538 B2 95% 2217 Caa 95% 109
9710 619 B2 90% 2091 C aa 95% 125
9711 602 B2 90% 5206 C aa 95% 87
[ =970918]
9703 185 B a3 95% 320 B1 99% 335
9704 284 B 1 95% 493 B2 99% 338
9705 455 B 2 95% 1772 C aa 99% 260
9706 757 B2 99% 3049 C aa 99% 233
9707 1179 B3 99% 8315 C aa 99% 160
9708 2351 C aa 99% 3109 C aa 99% 140
(1998b)
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EGARCH Quasi-CEV
[ =971117]
9705 53 Bal 90% 74 Bal 95% 149
9706 23 Baa3 90% 79 Bal 95% 155
9707 75 Bal 90% 168 B a2 95% 130
9708 42 Baa3 75% 281 B 1 95% 122
9709 107 Ba2 75% 667 B2 90% 91
9710 170 B a2 75% 1063 B3 95% 78
[ =950830]
9502 0 Baa 95% 4 Baa 99% 265
9503 1 Baa 95% 8 Baa3 99% 250
9504 6 Baa 95% 30 Baa3 99% 205
9505 17 B aa3 95% 62 Bal 99% 189
9506 45 B aa3 90% 167 Ba2 95% 161
9507 61 Bal 95% 99 B a2 95% 197
[ =971126]
9705 57 Bal 90% 139 Ba2 95% 124
9706 74 Bal 90% 105 B a2 95% 142
9707 55 Bal 90% 189 B a3 95% 121
9708 70 Bal 90% 160 B a2 90% 110
9709 104 Ba2 75% 343 B 1 90% 86
9710 135 B a2 75% 266 B a3 75% 99
[ =960627]
9512 915 B 3 99% 268 B a3 99% 47
9601 940 B3 99% 546 B2 99% 34
9602 977 B3 99% 508 B2 99% 37
9603 1430 B3 99% 9892 C aa 99% 5
9604 2175 Caa 99% 15398 C aa 99% 4
9605 2770 Caa 99% 24204 Caa 99% 3
[ =971124]
9705 154 B a2 95% 206 B a3 95% 330
9706 96 B a2 95% 205 B a3 95% 341
9707 164 Ba2 95% 803 B2 95% 260
9708 221 Bas3 95% 407 B 1 95% 236
9709 142 B a2 75% 409 B 1 90% 248
9710 200 B a3 75% 638 B2 90% 228
[ =971103]
9705 114 B a2 90% 12 Baa3 90% 226
9706 108 B a2 95% 18 B aa3 90% 220
9707 211 B a3 95% 189 B a3 95% 165
9708 233 Bas3s 95% 430 B2 95% 120
9709 722 B2 95% 3318 Caa 95% 63
9710 1212 B3 95 2234 Caa 95% 84

99% 95% 90% 75%
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1 95%

1 90%
A:95% B:90%
Code EGARCH 0-CEV EGARCH 0Q-CEV
1843 9/12 12/12 12/12 12/12
1849 12 12 12 12
1891 6 4 8 8
8034 2 4 4 4
8187 0 12 3 12
8198 9 8 9 10
8312 1 11 8 12
8532 9 12 12 12
8546 9 9 11 12
8547 5 9 10 11
8581 11 11 12 12
8602 6 8 8 12
8605 8 4 11 10
9705 6 5 6 5
14
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3
75% 75
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95% 95% 4

99% 99%

99% 95% 90% 75%
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Quasi-CEV

92 95 97
0.29 bp 0.10 bp 1459.58 bp
164.14 52.33 927.21
306.52 20.31 875.50
0.04 0.86 22.50
0.03 26.54 173.48
37.85 19.64 70.06
9.70 3.05 152.68
0.00 0.00 0.00
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