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Abstract

In this paper, we consider a short-term interest rate futures
model. We estimate and forecast our model by using the daily data
of the 3-month Eurodollar futures traded at the Chicago Mercantile
Exchange (CME). Our statistical approach is based on a similar idea
of that of Kariya et al. (1997) rather than that of the arbitrage pric-
ing theory such as Heath-Jarrow-Morton (HJM). The aim of this pa-
per is thus to construct an empirical model which is consistent with

the observed data as much as possible.
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