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Riskfree yield? Estimating and analysing the zero-coupon yield curve 
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Constructing the zero-coupon yield curve with various models based on the literature and optimized for the Hungarian data, allows time series analysis on the estimated models’ parameters. With these methods – optimizing to the Hungarian bonds prices – I have created 22 estimations and theirs comparative analysis, using the widely spread criteria’s.
The abovementioned yield estimation problem is a non-linear, non-convex and under determined, therefore the solution is highly dependent on the starting values. In my previous work, I have examined this problem and developed a method that created a robust learning device for defining the starting values. With the help of this method 22 optimizing algorithms are used. This method is detailed in this paper.
The literature proposes several polynomials to describe the zero-coupon curve. I have used 4 specific types from the Spline and Nelson-Siegel-Svensson families that fitted reasonable to the data.
The last part of the paper the parameters from the Nelson-Siegel model estimated by Genetic Algorithm is used for financial time series analysis. The fitted General Autoregressive Score model is interpretable in time-series sense, and shows the risks implied in the term structure.
The results show that the seemingly risk-free Hungarian zero-coupon yield curve contains some risks from the estimations and from time series properties as well.



