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(Log-)Transition Probability Density Functions of
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Abstract

Transition probability density function (TPDF) or log-TPDF of a diffusion
is quite useful in many ways. For example, it can be employed not only to es-
timate a diffusion by the maximum likelihood estimation but also to simulate
data from a diffusion or to price an asset when the underlying process follows a
diffusion. However, unfortunately, the true TPDF of a diffusion is unknown with
a few exceptions in general. Starting from Ait-Sahalia(2002)’s pioneering work
on approximate but explicit TPDF of a univariate time-homogeneous diffusion
to Choi (2019a)’s recent work on closed-form approximate TPDF of a multivari-
ate time-inhomogeneous jump diffusion, several researchers have subsequently
established the way to approximate the TPDFs or log-TPDFs of more general
diffusion models. This article explains how people have resolved problems to
generalize the method from Ait-Sahalia(2002)’s paper to Choi(2013, 2015)’s
multivariate time-inhomogeneous diffusions. Due to space constraints, expla-
nations of detailed theories or assumptions for their proof are reduced to the
minimum and we show important results, with tacit facts not described in the
original papers. In addition, we also introduce papers derived from and related
to those key studies.
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Abstract  SAFHA (diffusion)?] Zo]S-E " T (transition probability den-
sity) o e RIS E R E e %]'/1\_}31}14 Y& ¢4 (max-
imum likelihood estimation) © 2 =4St ] o]-8= 4~ Q1 W op] g} FAtA
B9 Holel AT T Telm hge] st Ao hde] St L
s o 24O 7HAE A4t o § ofg R= wje {851 &8E 5 3l
oF 7] BT E wol B Yo 9 kA Sy RYES w5
AtTtA o] Ho|StE U st HE oFez] 9] 2] ot} |Ait-Sahalia (2002)7}
Aoz Thalis /\]7]- A SRATLA O] Mol EWU L s 1/\].1-1 [e)
2 OZ 2N AR Al o2 Aok WS e AR E AlRFE o] A&
T Akl A S o) AolSHRUE B8 P Aoz
ZAHA] 7] = " 7EA] (Choi, 2019a), o] & AF2HE0] expd o7 £ ¢ dHE
1401 SAITHA e E o] :L/\}XJ Aol ) 2 1-Ho|SEU L o
]. H]—]:H_]} ] ]_QJ-aoﬂr/]- o]iﬂg%w\h,}z% Eo:]_,] :L/\]-/‘G Pl
1ﬂ%%5§¢4izﬂﬂﬂem 42 F517] $15)[Ait-Sahalia (2002)
o] =12ollA] Choi(2013,2015)2] tpH 4= A|7H-H|Fd Stk gd7iz] & o o
WHAol ReE 2SSk Dol A R sjof & BAIS0] oA A
Aejska ik, 7o) Aoke 2 ApAe ol Zolut o] o] ZHE g5t 5o
e ARe SojE G010 FaU Ak BolEn U e EAA 4
oA o R AUSE B AWt ik, ek olelg F4o] St
AF-SolA PP AL o] 5 AF-E o] &5 HHH =5k &ol 475kl
e,
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Aol 25 E AR ARG ole] Hoke] AN A ThaFeh AAMS
=9 Hols nds & o A< */\] 7+ 2HAFHA (diffusion process) R o] THo]
o]- &= 11 It W 71A] o & 5, %] & Ao o] 2 (optimal control theory) (Dixit
and Pindyck, 1994), Z}4F 714 o] 23} 2pAF L EZ 2] @ FA] o] 2 (Duffie, 2001),
& 29 (Krugman, 1991), A2Fo]= (contract theory) (Holmstrom and Mil-
grom, [1987) 12]31 7| ] o]-Z(game theory) (Bolton and Harris, [1999) 5-©] ¢l

SLEu| B HPY A (stochastic differential equation) FEf 2 B &= ThdH
= A+ (time-homogeneous) €414 B -2 th3 3} 2t

dX; = p(X;)dt + o (X;) dW, (1)
AZIoA 1 (X)) = FA gaoll o (X)) W5 SR F aA5Hd #
S3s Al ARt AT 0o 7 T o, 242 SHEVY X, o] HskRre] 3t

ARl 2 AR 7| e} 247 FAtolth. 18|11 W= B+ Hehe-2-F (standard
Brownian motion)©|T}. 2= (parametric)Q] HLHo| A= AT HS
4 rE L (X:0)9 0(X;0)2 UEHY F FrE0] FHl= I B4E
A A] FSFAL H] K42 (nonparametric) Q1 W Eof| A= oW S e & 7}
AotA] ¢h=tt. =M (semiparametric) o] A= ]% ZoHL XA
PR EsR el e ddon 2Yat 24 3 SHIARE ol
She thio] AFSelAE A deo WEy gl 54T dug 7}
ok ol & et ot 945 PSA ol ek 299l o) 3
SHAlTh BR8] FR4A HL HHES 1990d ] 4tof| Hlo]E &

o|-gdll A ot HEA TS FASH] flsf Al A Soltt. o
wolAE Bl e s o S4tad 29 o] HolgtEdk ok s
TAPA O] A E A2 Q1 A 0 &2 o= HPH I el At Aabsof die A
& Zloltt.

fir

ol
1l

A (o] FA| vt RS 47 S8 J—P‘* (stochastic proceSS) X, Bt
ohuzt ot (O SESHE T4 A9 F (1K 0)EE 0 (1, X:0)
ol FQofE o] % % A|ZF-H]4 (time-inhomogeneous) 2 /\h,]-ﬂ o]z} gt
oh T ohe} 818 39 X7t B WAt ok m 49 A% A7
4 ST B9 QUG S, (%)L mx 1 HES] FARE
(1 (X:0), 12 (X,:0) .. i (X:0)) 0] 1| 0 (X,:0) = m x m HEA P55

Lo} 7)ol A A2 T P2 9] A 2] (transpose) & £
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Fdolm Wiz m 2 9] BF Heke 25 WE7F HArt. ojuf] 4] 94 9l
U HE5A & PEO T4 E F AZEl &S Tt e o]+
ChH < A|ZF B A g4tk o] Elok T2 3 A7 - S Bygof Ha
F= F7FoHH A= St o] Hm SA) g HE], HEA of B E B
Hu BEO A4 8 45 F oL shpete Al7to]| of&Esh AlXH-v|o-d =
SHitat o] Hr.

ShAatA] B3 o] 1900 of] Bachelier] (1900) 2] =20l 4] A& AF&E] 7=
P29k, o] BGo] EAZA O 2 o] 8| A] A|ZSH A2 1970 tf] 24T Black and
Scholes|(1973)2} Merton|(1973) 2] ALEE 2} & 4= QIth o] % E3| Al F A A
St9] o| & JNdst=d| Sty o] &istA -8Rt M=z FA ol&&
7REst7] 1o oA S4takg By Eo] thefstA o] §57]= 3§

A 285 g ES o] 50l BYdtstal e AA AA 2] 24 Y
= 2 Htgsta Aol tiet A54 AE2 ALY o] Fo|A]A] ‘EI‘}IE}- 1990
A e A5 255 oo 4t BE& FYohs M= a0
01%—5‘01 7Ht‘*ﬂ°1 AFEA o A8 =7] AZRTE 2 29 pE2 =i

E Zo|A] E 7HA|9F A6, 29-Z=AH (maximum likelihood estimation:
MLE) (Pearson and Sunl (1994, (Chen and Scott, [1993| |Pedersen, [1995| |Santa-
Claral (1995, 12] 17 [Durham and Gallant, 2002), A|-&d]©]4 " (simulation
method) (Gouriéroux ef al., 1993, Z12]31 Duffie and Singleton, 1993), Y5t
2 A5 (generalized method of moment: GMM) (Hansen and Scheinkman),
1995, Duffie and Glynn, [2004, Bibby and Sgrenson, [1995, 712] 11 |Kesseler and
Sgrenson, |1999), §-&7 Z&4 (efficient method of moment: EMM) (Gallant
and Tauchen, 1996, 1998), H| 2 <=2 HI'H (nonparametric method) (Ait-Sahalia,
1996a, 1996b, Stanton, 1997, “12]37 |Arapis and Gaol 2006), =X 54 HH
(semiparametric method) (Ait-Sahalial [1996a, ~12] 37 Kristensen, 2010), ~12]
11 Hjo] x| B (Bayesian method) (Eraker, 2001, Elerian et al., 2001, 18] 11
Jones, [2003a) S-o] )t}

o3 7H1) 2AYE FolA HeRHEE ol T o] 7}
£5j0]] 0] e 492 GYE olgat o) Fif. 1a
£34002 SHIEY 2L 20 ol s
(transition probability density) 35 ofof 5} Sﬂr/\h}ﬂ =iy
I A% glol, G A7 St o) 73‘%0115, Vasicek (1977, o]3}
Vasicek .9), Cox Ingersoll and Ross (1985, ©]5} CIR 2 9), Black and Sc-
holes (1973, ©]5} Black-Scholes-Merton 22'&), 712|311 |Ahn and Gao| (1999)2]
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H 717 dl5& AlQlotals, tFE St R o] MolstEd e g4t
oFeiA 917 rh

olglgh Ao thet o2 A2} = |Ait-Sahalia (2002)°| A 1=
S A AT S B O] AU A] 92 X Ho|SEE L ok
£ 5|utal (Hermite) tFaFA1-2 o83t 24 21 7] (series expansion) & LAFA ©
2 22T u-¢ A estA ot & D). o F A et slutol 54
ANAL SERY Ag X7t Foke # & A5HQ0 #HSHEE Ao 9
AlZE AL o] F F4 A7} ==Hl, Lee et al|(2014)= ©] A-& AS] @ B2} &=
A2 oA e PE FS D AE AR o= 3 Ait-Sahalia (2002)
of| = A o|sHE U & 7} Kolmogorov 1] HFA Al (partial differential equation:
PDE)S THE53tth= AMA S o] §-off 113k, & WA Al 0 2 AL HolghE5d
& g2 ok Alo] AA|Elo] it o] o]-§-5) Aii-Sahalia (1999)0] 4=
chopat tholid AI7h2 7 AP RYEe] 2AE Aol AEUE §5E
Qaol A 73 4 918 WOl Slek. [Af-Sahalia @002)€] 3 W1
Egorov et al] (2003)°] 913 B4 AI7h-v] 2 SpAkakd @] Hol
W% 52 sjutel A ol8e 34 AAE ot Wl e o
1 5= HA B2 LI (2010)7F A5 84 74 (damped diffusion process)
of| Z1-8-30c}. Bakshi and Ju| (2005)2} [Bakshi ef al.| (2006)+= Z+Z} |Ait-Sahalia
RO - HPEE S A A o Bhe E70] tholiiA A7 SRy B
FJEof o] 8= 4 &L= It} (Chang and Chenl (2011)% |Ait-Sahalia (2002)
o £ w0 2 ek TAE HolShEUE F4E o] o] DL 207
¥ (maximum likelihood estimator)©] oJ gt L2 A28 7h=2] =95t}
Jensen and Poulsen| (2002)-2 |Ait-Sahalial (2002)2] &]utal 4 A7/HI} 7=
o] th of 2| S} vl wof| A4t S et s o] SHof A simtsl iR o]
7V 45t = A2 H 9k 35 Ajt-Sahalial (2002) 2] = HHA] HFA1-2 (Choi
(2009)7} @702 Ak=mE o]-&olf YREAQl Sty Pyt SHASS
Aokt By-& 54 o 2] 1 DiPietro (2001)7} o] 2| A W 20 = 4t
T Y& 4T o o]-857] = Tt

Ait-Sahalia®] o}o] ol hils: SpHh 223 A SpAka 7]
wbst ok s Sy Reg weke) MEA P28 FEPdentty
matrix) 2 Y5 4= Q&= A%+ 54715 (reducible)sttial Stal 1249t H
Fo] ZAI5HA] P AL Z47b50k7] ghrhimeducible) T g, T At

Ml > 2,
< U rlo Ho of

Sahalial (2008)°] 4] A|7t-+4 TS SRtabg-& Z47Fse 499 18]
U2 HEE Uro] MolgEdL g4 2OE H3 2a-HdojdEER
5 35 R S 71E 3HE 8t o] At Ait-Sahalia and

2

v}
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Kimmel(2007, 2010)9| A 22+ S+H& A £52] H5A] (stochastic volatility) &
FE=1 oFF T FE| o]}l (affine) 4} oo A-8-51 11, Egorov et al.
011)= "=t §-3 A9 o|2k&= Atele] 4 2]l At ouel 7|7H 4%
(term structure) = A| 05111 =4 5=t -85} Ait-Sahalia (2008) 2] o] 2-&
Azk-ul@d thid spge] 21 Aol g s et HolgEUE g
222 J5He ¥ o @ 747} Choi (2013, 2015)0] 4] Autslsict. T Stramer
et al] (2010)= [Ait-Sahalia (2008) @] ZT}H= #|o] 2] <1 B 2] -3 1 [Choi
and Yuan (2018)7} Choi (2019b)+= =A% S5 HEA LPS 2 ¢FA4H
o2 274 uj ol 4.

Am 030 GAME AoltBUE BE 2R 28 5 9)
Lo Y Q007)E chis Al A oplege] WolE s Pes
A o) 1 FA|Zel A0 8 Tt -S|kt Chol (0198)E o] S
ch4: A|7hel R A S 0 2 QIukslalS Bt ol o] Reg 3
4 7R 7ot 1% 2] o2 A= vo] [Yu (2007) 9] AxtE o o 7
9.8 o,

O e ATASE E o A2 WS o 88 2AH S e 7
AHQ) OISR Ble Fobs Wil tie 23 E WHel] % Hr,
Ait-Sahalia and Yu (2006)+= 242 2 otol= o2 7 I 714 O] AR A
oletE U= §4-2 9P A} (saddlepoint approximation) S o] £,
Filipovic ef al] (2013) thils: A7--27 ouhel B 24taAe] 2o|shg
U T k5 21 W rhsH4] (orthonormal polynomial) 2441 © 2, [Lil (2013) 2} Li
and Chen (2016)= ZtZt A|7h-+4 ohH 4 4tk ot A7k ohi S 3
= ool A1 Mol BT fhaS el e B4} visa ez,
Yang et al.|(2019)-& o] -] Y 2] (Ito-Taylor) 2 7} ¥H-& ©]-&3}, 18] 11|Wan and
Yang| (2019)-2> M54 S Fofl F A4 ZLS th ARt A9 12455 o83t
48 MEro R U SAlTbYL MEe 5 sjutel g4 A o 4e) 24}
A Aol BUL 45 FAF 402 L. TR A5 olelgt A5
A el B ES Slo]A AT Ait-Sahalia®] T2 WS T AF-E0A
gt sty ReEe] EREE Saat 495 Bt ohe} Ale
g A 4d) 73 2AH ol BEUE BAE AitSahaliad] 12 W Ei
o5 Urtatof Aot Aufef AHAAY vl Hlg Al S & 4 T

spil o] Mol UE Bk A9Fges A% B4 mae] 7
of o] 8 = 71 ol 2lol = Therel Al B4 4 oIk o1 S, S 7Y 2
= o] A A HH o 2 =4 SF ufj DiPietro (2001) 2} Stramer et al.|(2010)+= AL
2 (posterior distribution)of| 4] Hlo]8 & A off ZARY HolgEd e T

rE [E

N

O
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45 0|89 1, [Choi (2015)2} Wan and Yang (2019)= A Ao|g-&H
2 21}t 341 (European option)| 714 & vll-¢ =5 Al4TeE 4
Qtt= 7S H ok But oty g}, Kristensen and Mele| (2011)+= L5} 2} 6}
+ w49 MR B2 BY o 2R 9 7tA | 25 FAH o= A
71 o R A9 7HES AR, L (2014)= &A1 7K (small-time
expansion) H © &2 7] 11 [Xiu 2014)= slntel 24 A2 FLohs uh o
2 #uet w4 M e FAlE o= Tt e Al

o =2 TAHHY B o] A Mol o = 11- Aol gtE Y
& b8 5171 9150 Ait-Sahalia| (2002) ©] T U H 4= A 7F-tE SHAFE of A
Choi (2013, 2015)9] tH s A|Z-H|atd S 7HA] & o LREA] Y
=& Foths BN SENoF S EAISC] ofEA 2R e 7 B
ol A (R)-Hol|gE U & F45 Fots A 2l P E-S A st
AT A O] Alefoz ApARt o] Zolut o] 9] FHE SRt sl Wit A
2 S Folal Fastal AHA] AvEe BT Y =EsolA

_I:l_]:_

ettt
= =l L e 2 o2 el A= WA Ait-Sahalia (2002)7F
A Al FdRa ARE-bd AT o] A AdolgtEd e S T

R =
Sofl ool & o Ap415] Ak Qe HFSHR o =R oA A
o5 ol £ o AuHAQl RYSE W o FLE]
Solck. 3 GUS AZulR A ST o] ol EU L P4
1 5 b el osf olgtk. chi s A7k stk
AR S 2AH (2)-Hol R B UE A48 Fahs T

Afi-Sahalia 2002)014 A4 gl w4 728 $Haahg o] Hojatg
UL s DAl X| T FA A Aoz

(2019a) o] Th = A|ZH-H|HE H o S 7R S 254 ARt A7)
WA o] AFAE0] ofaf S4 Fct =AU ZAY Ao|gEU L 2
1

ot gt ol 2] F42el
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shaabg 29 o] §8) Aol HITk. Tejn o] Ao A
A shtahg mgo] T Aol UL S TA|H o]
= 9hy Sl o, Aft-Sahalia (2002)ef) @ = o] 914 S WETEA] 24
A Y ATEE avfat

1ol A 2R st 2ol B AU Babge et Lol =

dX, = u(X;;0)dt + o (X;;0) dW,. 2)

2

7] of| A ?*ﬂi—’% u(X::0)9t ¥-5/d%4 0 (X:0) 2] FHi= &l A|qt
2] Blot, A8 EA ST |
02 8 R T gl EREE ASE Stk W,
ot 2N WOl EUE G2 Fol] SlAAE ti
E 8 0 (1:0)7} xo] chal 3t ¥ ]3] 7 o}ul]
W94 @2 s S LokA EARTR Aot X,
B 71517 EXS HJAEL Zherhe AMLELS

o]
0]7] —‘H’SH Zﬁ,fﬁ, Z:Zj% (regularity conditions)©| %_].EL?}Eﬂ 0] =2 |Ait-Sahalial

**0”044—01] ] ]%Q 2Ys Sl 7FE IRtHQl BY2 p(X;:0) =

a_1X + o+ X, + X2+ 03X30] T 6 (X;30) = v/ Bo+ BiX, + X0l

© 2 |Choil (2009)7} |Ait-Sahalial (1996b)7} A|QtsE P of| A Th7] o] Z}-&-0]
lno 7§—°r°ﬂ FAR7 ddigtol & 29 71271 E A= FASEAAYE 5 3l
T = FAITY] 321 2 SR Aotk B2 T/ E‘ra‘%#—g’“}ﬂrﬂﬁ
Feol Y ATl o] &R =Tl HF-E2] 23 =0]Choil(2009) 2] 25
EFHET oS B AT EW, 1 (X:0) = oo+ o X, 2], 6 (X,:0) = BoXP =
Chan et al.| (1992), Tauchen| (1997) “12] 11 Durham| (2003), o (X;;0) = Bov/X;
= CIR 23 © = Gibbons and Ramaswamy| (1993) 12]1! Pearson and Sun
(1994), 0 (X;;0) = BoX;+= Brennan and Schwartz| (1979) 12|11 Courtadon
(1982)7} o] 4.0, 0 (X,:6) = Bl Vasicek Hao|ct. ZA| g2} HEA
o 7V 4 u (X, 0) = alX, °|1 o (X;;0) = BX; ¢l 75‘—?—‘; Black-Scholes-
Merton EEﬂO]_x_ u (X:;0) =00]11 0 (X;;0) = X, 2l 7d-2+= Dothan| (1978)°]
o (X;;0) = [32 J 749+ [Constantinides and Ingersoll (1984)2} |Cox ef al.
(1980)0] A&t

o]l ||

I‘UIHJ

ol YA 2 HolEUE B8 AL 5 9U7] TRl A FHoIAE, AP
2 0271551 ot Hrt
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P (X0,XA, X2, XA : O)

2 LPER 4= 9lom o) thA] o] 2 14 (Bayes'rule)e] whe} thaut 2ol
Z4

p (an|x(n71)A7 T XA X0 9) p (x(nfl)A‘x(rPZ)A © XA, K05 6) -+ P (Xalx0;0) p (x036).

T2 3 ghatabgo] 2 F I (Markov) 8-S ZHerthe AME S 04519 §

A2
P (%nal¥(u-1)a10) P (x(u-1)alX(1-2)a3 0) -+ P (x2a]xa:0) p (xa]x0: 0) p (x0: 6)

2 o s bl 4 Gick oi7]el 4 A A BEAE FAstaf 208

1,(0) =Y In[p (xialxi-1)a;0)] 3)
i=1

e 2APEAFE S 9

At X, 0] Mol B L sHrl o] 7|9 X, 2 2 AR Mg ol |
A X9 2R FEUE FLE 9] 2TLE FAE p (vial1)as6) , i=
1,.. ngo|th B2 gty o] Ho|gtgd: o8 YW o] & ]85
Zjglet=s RS 9] A, 2]-9FA = (maximum likelihood estima-
tor)— 5t 4= Qlth. 1829k CIR 29, Black-Scholes-Merton 2§, 12|17
Vasicek 2 od 2} Zo] 2 717] o 9] & Xﬂﬂ Stale kg o] i HojgEd
e dHAUA] L

ol&] st BA|E s 25}7] <)) [Ait-Sahalid (2002)L SURS A 5
RS SFOPASLA e B QOISR U A itel SR

4 FH o 7 5Jntol thglA] (Hermite polynomial)-& ] Q
expans1on)§ TAPE o 2 T8 )qt LA A o] a1 A gkt 4]

filo

329242 o g0 RS FAT ©) 3 WA BEA 9] LI EG A SERS
Zholl 27 A 7] ghert.

do 7oA MO 5 AL A9l B2 LS ALl o7k o] B AR Prh AP oL), B
2 215 Aol o] 2HAo] ThE A9k o8 Tele) $ERSE 7 % 9lrt.



Stk o] W2 FAG Msg et o2 ¥ njEol 7hs
ol7]et shH A8 4= it YA o g, Foll F ALH B#S U=
Al Aol tislf, gty X, of AolgE e e A2 E &
@} z}ol7t 7] wj=of |Ait-Sahalial (2002)+= H#| ik X,
- & Ags| Hekd A o] Ho|gE e Tt AR x| EEd
gt g 7P whE Fofl Subsl g AAE o =2 e 2ash
X, 9] dojgtE eIyl o= W4 R (change of variable)= ©]-8-5f
A A 7 5 Ao

ol Wiol tish & tf AbAI5] A i WA X, & o ] 3w ¥] (Lamperti)

L
e
H—1

¥ rlo

MR 2o o > 2o o

ol

h=y(X:6) = /XT G(i;@)

oz Hghslal Ito 242 E A&l 2R Y& dett =,

du 4)

dY, = pty (Y;:0)dr +dW,

7, = Y, —Jo
VA
o] Mgt /nEk & A2 (consistency)S 2= T4l s &3l A
T2 FREE ot A} v 25 Aol o] P A Wghel Stk Z, 9] o)
EUE e A2 FEUE gt vl 7] wigol ol & Bt
I g TR = Supel g ANE obH W2 A w5 AMNER W%
QoA ZAMY Aol EHE g8 de o AUt

Sof 7)ol 4 AP} invis SEB-S ESHE ZLOR ¥ (1) ¥(x;0)] S uolct
0017164 A121 19 T ¥, = yool A AIZbo] AREE A Al 2] SAEaRY ¥, = yo] Ho|sHE
U P48 MRS A0 110 = Aolth
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A7VONA ¢ (2) = A-e 2 BEAFRRE) FEUE TSI} 147 =2
ojobd A gtog B 7Hx] Sjupsl tAlS B Hy(z) = 1, Hi (z) = —z,
Hy(z) =722 —1,H5(z) = -2 +32, Hy(z) = 2* — 622+ 3, Hs (z) = —2° + 10z> —
15z 18] 30 He (z) = 2 — 152* +4572 — 15 50|t} §nsl G459 2 4
1 7] #] (orthogonal basis) =

/ZHf(z)Hj(zm(z)dz:{ '

Sk} 7,0] MO GBULE F42 ¢ (12 FHOo S slutel &

Py (A,zly0:0) = ¢ (2) Y 0¥ (Avo) H; (2) ©6)
j=0
2% % 9k o] 42 Wig wghg oz piY) (Axx; 0)2 HEE 5 9
gty Q)7 42 2A5S w=sta pl) (A, xlx: )71 X, 0] A 917 o
4 AU T4 py (Ax|x: 0) & S HFTHE theo] Jalg et

Theorem 1. § 2] 2 AE0] pFEd o, o]H A > 07} Zxf5 A € (0,A) & TF=
Sl HEAQL 6 €O 7217 (x,x0) € D} o] ol J — o Juf

pg) (A, x]x0;0) — px (A, x|x0;0).
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Theorem 2. %) Zz150] w159 ], 6, 0] py!’ (Axialv;-1)a:0) & 018
51 5192 GFoL1 6,0l py (Axlui0) 2 78 A7 H ol 2

o) — argmeaxl,(zj) (6) = Zln [pg(]) (A7xiA‘x(i71)A;9)} °]
i=1

6, = argmglxln (0) = Zln [pX (AaxiA’x(iq)A; 9)] o]H
i=1

J — o

A (el gaa9 A%z 0 (Ayo)ut FobA Hidl o]S& sju}
4 (orthogonality)& 0|8 78 % I}, 2 Eol, A
1) (A,y0)E 75171 930 4 (o) F Wl Hy (1) 2

pacs
O
o2
it
1o
>

oo oo J
He(2)pS) (Azlyo;0)dz = | ¢(2) Y 05 (Ayo)H; (2) Hy () dz
» LAEL
o] 21

TE HSHFS olgd] oAl 2Bz = (y-y)/VARE
A,\/Zz+yo|yo;9>°]—7’—
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1 oo
L Y=o
k! /,mHk (\/Z> py (A,y[yo)dy
= 1 Yi —yo
= k‘E|:Hk< 7a > )’0]
A7) 1P (A, yo) e BALTHA ¥, 0] wH4o) 2 A1 S digre AsstE 7

T At} o7 AR 7| HEL Ak Y, 0] FobA 284 (infinitesimal

operator)E ©]-8-5f| Wdt= A 7HA] F A= ZAAZE 4= Ao ¥ 9] 7ot
A 2FgA Ay e

If (A, 192f(A,y,
Ay o f(A,y,0) = by (v;6) f(ayYyo)+2 f(ayzyyo)

ofct. ¥, el s Feha Wl TFs e 1O B £ (A Yy0)9] 2K 7]
ghe theat 2ol elelo] ka7t 2ARA 2 4= Sleif

E[f(AY,y0)|y0] = Z A’of(Ay,yo>! JATHO (AT

Y, 0] AT wy (v;0) S yoll ol k¥ v 25 yo| yo& sk mAl&
2w — (3 (ui0) 3F)"2 L. slvhel 24 2 e A
Az Aol Az 0 (Ayo), j=0,..62 K =33} 7k ZAA A b WA
1Y) = 1013 Ly 2] A=

rol

Tof kSl oA Hiks 431 9L yost Ak 4ol 7] ol Hy (Y20 ) & shg4 v, o)

T8 5 U

8ol m] & 2184 (differential operator)S ]85 Bl U2 F4= A7) (Taylor sereis expan-
sion)E sh= Z} H]Sesiot. ot o 7] of| A= gtk v, ©f OV‘Oﬂ gt 2 AR 7)gigks
5t7] $1si A vl 2H-847f ofy et Fotar 2845 o] §-5fjof gttt

ek
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nélﬁ) — A2 <2H .U[l] “[2]) A2 /4
(4 ? - apdu + 6 1+ dp ) 437224
e = (uf+ ) a2 (ouul a4 Tap 1 20) 4212
+ (28l + 283”4+ 160} + 160 17 + 88y ]! P
+ 21?30l ) 16y ! 4 3 )A3/96
e = (3 ) 43276 — (12081 4+ 28y )
+ 22+ 24+ 14y ]+ 3 ) 492 48
e = (i oudn) 430 dpy 4 ) 4224
+ (20 )"+ 503 + 100031 + S0+ 230y 1
+ 180[4}//.11[/1][.1)[/} 4—40;1[1]3 %—34;1[2]2 +52u1[,”,u)[,] +4uy > A3 /240
Y = (1o 15 + 10pu
+ 100 i+ Syl + ) 432120
e = (uf+ sy 15 420 15 + asudu)

212 3] (2l

+ 10uy +15,uYuY +60uy ty 'y + 6Ly uw [5]> A3/720
olct. o] 9k 2ol Y (A, y0) 2 KA7HA] ZAMAIZ] A& Y (A, yo) 2} 51| A1
@)l Tyt SHATIA 7,9 Aol B LT T4 py (A, 2yo; 0) 2 3]0t F4=
A0 2 AT

J .
P (8.20y0:0) = 0 (2) Y n™ (A y0) Hj (2) @

Jj=0
£ Qe
M (8,308 317 ANAE py (150)F yoll ol el mlska Algat

dasty] wgof o]& &2 Alitst= A Kot vl 5o A4t HeotA Alitret A9 B
1= Maple©| 4t Mathematica 72 7 6] T2 132 o]835}+= Zo| &t}
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W2 WEH S o] @otH v,0] TAE HolBeu L d4
( 1 (J,K)( y=yo| . >
A, y|yo: — A, ;0 8
(A, y]y0;0) \/sz Ta Y0 (8)
9} X,9] 2AA AolstEuE g
1
P (A, x[x0; 0) = P (A, 7(x:0) ¥ (x0: 6):6) . )

2 A 77 5 ek ol9h T W WAL sntel F4 A WAlojet e

Jensen and Poulsen| (2002)-2 &]ut9]l 24 A7, 2 A& (Euler) 1, A&

o] A& o]-85 ¥l (Simulations), ©]% A (binomial tree) 12 11 F 0]

SHEUE b7t BHEShe HRRE A4S A o2 Eojul+= Y (PDE)
< o] &3] ZAHY Ho|ldEEL &4E ot A2 H| 3 =1 |Ait-Sahalia
(2002) = E2 A off 225%Ff ZuE QoFof| HojF= =& 5t
o] ARoAE §1°] RS 3 WOISBUE 45 AT 3= Vasieck 2
5, CIR &, 12| 11 Black-Scholes-Merton R & of Z-8-3) L5t LA o]
SEUE Ge 3 AOISHEUE -0 olol Anhgtel 215 Aet Ut
243 oG BAE BB T3] A9 £ N2 AN, 2 23}
AR S50} AL B ANE 1 Slurel Wl 714 Sastehe A
2 1k Binhl (2003) E3 SHIPE-S #5H Choka S-S Asfeha
et

&

BEREEE SR EE <x,, \/ﬁo+B1Xz+BzXﬁ )
7 0] 7Hs5HA] ¢itt. Bakshi and Jul (2005)= o]=jgt EAIE 74 }% Hrob-o.
Aot T21e] A1 Smtel g A T e 4R @E A0
2 78 8 avt glrk. duketel 92171 Mad AL X, 24 ol U
H2, 01 Fo7] $15) W5 LS S YA v = 7(x:0)E vl
Shelshel, siukal F4 Agol wel® P (:0) w7} H7] HEolch. o
Sy (320) = % 128 (4 (1:0):0) ol Al y = ¥ (x:0) & T Ao}
by (7(x:0):6) = Aty — 192 (x9)7P5401 Y (v;0)8 7 Bat o7

t}. olg} vl st olo] sluksl F4-0] A4-5 mEo|A lofitet.

-

X5

Sc
rid

_Q_‘\_/
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2.2. Kolmogorov THO| 28 Al dieH

Ait-Sahalia) 2002) = 5]1tel 4= 274 ¢ @l A J — oo 5171 0] A1S A9)
B0 A Aok O E 39 T4 Aol EUE Bk 92
% oleh T sk, v,o] ZA1H HolSHE U gae] b2 e AA
O™ AAR A9 @ Eaeo 2 (1) thA] AHedl ¢ A= [Lee ef al
(2014)0f] FA A A 0.2 AHA|E]o] Qltt. A4 |Ait-Sahalia (2002) 7} A| A gt Y,
o T2 Fefe] TAPE HOlSEUE §S Fok7] QoA 9] J = o)
o) ofuhel 5 AAAS AS] 0 BA}40 2 hA) H ol 9o alal oAbl

Ao
=

P (Aylyo) = A2 (y yo) exp (/ by (@ dw) Y e (vly0:6) T
Yo .

k=0
(10)
of 7o) Alec). o1 A ([0S SHtHA v,0] Mol UL 947} s
L Kolmogorov A A (forward) ¥ u]k v} 2110
Ipy (Ay[yo:0) 9 192
A o {uy (v;0) py (A,y]y0;0) } + 29,2 P (A,y1y0:6)

o YSLT F WolH A9 2L 55| AL Eo] Zrke AURHE 4]
(10)9] A%E ¢ (vlyo; 0)0] TFE5H= 22 Mok WA At ol v,
7

o] dolggdk 57t 2371 (backward) HH|-E WY A& WEHeAth= A=
ol g5l ZH oh-g 7 2ol ¢ (vlyo:0) = 10] L k > 14 1
k
¢y (¥[0:0)
. (k1)
k y k-1 (k-1) 19%y " (@]yo)
=— - Ay (w; 0 0)+ - ———=—5——- ¢d
(y_yo)k/y()(w Yo) {y(w Jey 7 Whoi8) 55 w
09w SN dX, = u(Xs6)dt + o(X;60)dw, 0] HolgtEdr  F4
p(Ax|xg)= Kolmogorov A7 WHu]E €A W = —8{/.1()6 0)p(Axlxg)} +
x)+
dxo

12% {62 (x;0) p(A,x|xo) } 7 57 (backward) Hw] & gFg 4] 2EX0) — 4y (5. ) 2(0:1ho)
%GZ(XO;G) I’AX\XU < ukz3io)
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olm& A (10)0] AFEL 7 4 Y= A& Al pstA Ay 9] A4
Ao A Ay (v;0) = —3 |17 (v 0) + 52
APy (A, yly0)E FAHA Moz
U RS ohs WAL #
244 [0 A% ATENA ALH chare Belus SRS
4go] 2AA HOIGBUE 45 Pl k7b 1 EE 291 A9 3
HolgtEd e <ot vl 7Hithe AME & |Ait-Sahalial (1999)14 2t
Eg 1% @ 2AA0] Bol oL Bl ol ARE
A= A2 =] (federal fund rate)of] -§-8&sff g+ |-
WOlSEUE BHE o[ 8L wel Aol7l W2 gUcke A .
Chang and Chen| (2011)-> TtAMA (10)2 E-85) 73+ 2 ¢FA =] A4
Ao ol A7F T ETL K — 00 11 BHEO] 37| n— o o] E= K7}
T E I nA — O] HA n — 0] A — 0¥ T 2 Lo, o] 23 7R 3ich
sl F4= ANt 2l (10)& o] 8st7] HalAE uy (v:0)5 FAHo=
TFofjof gttt 1R 9t flo| A At 2 5] 9t Frof whet o] A o]
7He ot &5 4 dtt ol et Al tigt o2& Bakshi et al.| (2006)7}
ARFA=tl AHAY o] W2 FollA thHa Skt o] Ao A ZFAI5]
vy, |Ait-Sahalial (2008) 7} € 2t HH-S T A4 Hgof g1t Aok
o] o]eJof| & DiPietro| (2001)+= Ho]A|d WHEC = S-S FA 517
Al AFEUESHE (posteriordensity function)E S+ ], (Choi (2009)=
S HARN} S B y-g At RYPES T ojAkgel A& 25
Aoz 457908 et E ¢ off, 21217 [Li| (2010)7F SA45 24t
T4 (damped diffusion process)2 FA 17| Y5l LA % o]-&3]t}.

-
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o

2Fg-2] HEx A o] =751 (Bartolini et al., 2002, 712] 17 [Piazzesi, [2005), =2}
9] 7 foll= &9 U T S7Fetha &el A 1t} (Andersen et al., 2003).
F7F 959 ¥-54 (Lockwood and Linn, 1990)} 2H& 4=l & 9] ¥H54
(Bollerslev et al., [2000), 2] A 74 2fH 2] A-E7} (Andersen and Bollerslev,
1997) 18] 7] 7}2 (Misiorek et all 2006)0] 5} EoF Kol 9 zl0] o]
H2A Eot ZF e A 9)th. =7} (Hansen and Lunde, [2005), & (Jordan and
Jordan, |1991), v] A F-A] A4 2] A-=7} (Andersen and Bollerslev,|1998) 12| 17
7] 7}FA (Lucia and Schwartz, [2002)2] &2 § 7} (calendar effects)ESH H 11
o] Ut AT AA D Hlol8 52 LAt 7124 (seasonality) o] L} A|7to]| o}
2 ZA] (trend)E Ho]+=1] Phillips| (2001)2} Franses (1996)+= ©]2{3t A&
g Ao g rndlgst= 29| F oo thslf =gt

A ZE-B]od S 2o o]ef o] Al7to]| O]&St= T o] E o] =4
Ael & ol st Wroltt. B d @)ollA AU HEA g7t
g XABRE of 2t A[ZE B rof| i o) ESHE 9Fdl S thgat Zo|
Ha A 7H-HE g4t Bago] ok

rL dob oo,

no it nlo

dX, = 1 (1,X:;0) dt + 6 (1,X,;0) dW;. (12)
o] Ag-of slutsl F4= A2 Ho|gEL L 45 TA = B
Egorov, Li, and Xu(2003)9]| 4] 22 4= Qlt}. o] 52 Ait-Sahalia(2002)2] 2 1}
E Idz 29 (12)o] A&k vA X =

x 1
y—?’(t7x,9):/ G( ——dw

t,0;0)
£ o] &5l &2 HEFt. HE/d epoll t7F 71 A o] 9ol = At . Ito
Hz7geof whet
dy; = uy (t,Y;;0)dt +dWw,

, inv . ;9 9 , inv 7,;9
o] oI 7| A y (t,y) = iﬁﬁ’;iﬁii& 1 ot 7 ) ) o)t

3.1. 5{0fQl &

Yol X Z, 2 o] & WA Hgh2 A|Zh-5td o] 7393 Zo:

1
2
=
o
ot
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F HolFEU L &5 pz (1, 2]10,y0;0) ] BluLSl F= H A&
) L)
Py (t,2lt0,50:0) = ¢ (2) Y n;” (t,10,50;0) H,; (2) (13)
j=0
o} o] 2 & 9T 0] 40| A4 £ 20 St e e ek & 9k
Y —
W) (£,t0,v0: 0 1'EH-<ly°>t ]
NV (t,10,y0;0) = (1/;!) j A 0,)0
o] AR 71Tk FA| 24tk v, o B H\- 5?%5\- AyE o|-g35| Ydl= 24
THA] ZARA D 4= Sl o] wf] AME-E = BobA 28 A= A7 S A1 5]

~—

af (t,,10,¥0) of (t.3,10,30) 1 9%f (t,y,t0,30

AYof(tayat()?yO): ot +#Y(f»y;9) ay 5 ayz

J.K
2 (1, ylt0,0: 0)

J i
1 (Y=o Zl A Y=o
=4 A) j'[ i IYOHJ<\/K)
i=0J* |i=0 :

X9 2AH HolHEUE FHE

3.2. Kolmogorov THO| 242 Al Hitd

Egorov ef al. (2003)°] 9]¢} -2 A& L} A7t |Ait-Sahalia (2002)0f A
e} Zro] Kolmogorov WH|Z W7 A5 o] &3t T2 FH| o A Ho|gtEd
&= §4-8 FokAIL 9ttt o] At Choi (2013)7} ofel 2t o] T,

P (2,310, 30: 0)

B K A (14)
:Aié(]) (yAyO> eXp< . HY [ ; 9 da)) Z t y‘[()vyo;e)ﬁa

|
»
AV
>,
fn}
ol

47114 ¢\ (¢, )0, y0:0) = 10] 7 =



Ldo. grol| K9}

— to,vo0; 0
) lo.30 >}du
Py (tvy | fOJan)

ot
Z] o]
2 9y?

1 92

ot

— Iy (1,0;0
Yo

|

AR ESEREE P

O]—x%x

o™ (t,y0+u(y

Iy (1,y;6
dy

Yo+u(y—yo)
]

(=1) Aol

[
o

=

{u(t,y;0) py (t,y | 10,50,0)} +

|:‘LLY (tuy; 9)2+

o

2
1
=
H
d
dy

2

(14)

i

-

i

Shitatrg o] AL
0w?
Al
X]
=

ot

WA 2t

1
:k[;M4{%4W+”U‘W®JdmeﬁgAan+u@—yﬂMJmm

O]D% 2'Y (t7y7y0;0) -
Kolmogorov %]
dpy (t,y | t0,y0;0)

C(Yk) ([7y‘[07y0; 0)
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NA u(X:0) = (W (X30), 1 (X:0) .l (X,30)) 01T 0(X,30) =

.= 1eamO.2 mx m BOIH Wi m 2ple] BE ek 2% v
ol X0 SAE Aol BUL $48 7o) 918 kel 2AL FA
UT’ nu’l(XI’e)J l:177m9’]— %%/\é _61_:}/\ Gl](Xhe); l.]_l }'—?—@-

H 0|8 7156t Aotk oS &8 n)E 2 A (15)9) oHy]_ L2351
Ak St 24 5 o dES 7}24 S0 Ait- Sahaha(zOOS)Oﬂ oIt} =4
Gt WA AE 3 oIl SR A7 B ro] O)Eek F4H o
158 A|7h-8| 2 A o] H ).

thi < 2Rk o] JALE Z o} (Brennan and Schwartz, (1979, Langetieg,
1980, 12] 1! [Stambaughl, [1988). X]Lo]+= t] W2 t}HH 4~ SHAMTA] e 5o
Q1o o857 9lck. FAAS G5 W 742 B W Duffie and Kan
(1996)2} Dai and Singleton| (2000)2 o]}l (affine) 2 &2 o]}, ojm}el
Sptahg mee

T 72 Fef 2 7oA S (X B)+= T2 B (diagonal matrix)©] 11 T thzh
AT} Sy = 1+ X/ B} 2ol BAE)= 790k Aol 474 el (constant
elasticity of variance: CEV) 2.&,

d( X1 )_[ (r—d) Xy dr ( V( P ) XXy pv/ XX ) ( Wi >
= t+
Xo k(y—Xa)

0'X£ W
2 Lewis (2000) 2} Jones|(2003a)of| 4] -850t} o] oA B =1/20]H |~
£ (Heston) 22 o] (Heston, 1993) %] 31 f = 10|H 7}x] && ¥H-54 (GARCH
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Stochastic Volatility) 2 & o] = o] (Nelson, 1990, Z12] 3! Meddahi, 2001) ©]=
R e CEVR o] T,
X,g H5ks] M5 A JH-S 9] P2 (identity matrix) =2 HFHE 4= Q=1F
Lol whet b AolSE U g48 ok uho] ek glelA
Hw} ol hel s S RS AN E] MeHS ol 4 B4 P
£ 12 W 2 ek P Sl 2 S92 ghek Alt-Sahalid 2008)
Cohg A7 SIS ek WA W8S B9l B2 (identity
matri)2 HHE 5> 91 98 4 s (educibleol 2t 8 1974 @2 3
S5 F4& 7HeskA g (irreducible) 17 7 o5}l Z}7E0] 7 -of] AR A o]
SHEUL oot 2I-HolgEU L o E Aok W o] 22 i
Definition 1. 1713 X,
dX; = u (X;;0)dt + o (X5 0) dW;

ZF ©FQ] SRRFTF (unitdiffusion) © 2 Z4-7 & (reducible) S} CH= Z1-2 2L Fa}
X E YV, 2 AR 2 G 101 o] A9 ¥EY Feo]
B ] o] 51 F-9rh. thA] Ba) o] el gt ¥ p]E Sk gl
EX5F= H:]_-O—]'y(x,e)7]- EA] Y, = Y(X:; 0 )7]. 318 o] 2 A 4]

dY; = uy (Y;;0)dt +dw;
oteh= Aojrk. o 7] oA g of ¥IE uy (V;0) 9] it 7 4=

=
=

I

m 0 :
b (20) = Y 1y (7 (:0):6) ya(j o
p=l1 P =y (y:0)
+§ Z] Z];Gpr ’}’l y’ 5 )qu ('}’l ( ),9) axpaxiq
p=lg=1r=
o]_ﬂ

(02

2 Ito H2Y 8|5 o] &5l 7+ = QIokO
9 Aol Vy(x0)= y(x0) = [n(x0),n(x0), Y (x:0)]
S x € R"f| ti§iA n]E3E ofiH|o] SdHo|t}, ZF Vy(x;0) =
(0% (6:0) /OXS] iyt LW BRI L AHE WEe olf
o 4 B9l SMHAOE Weg - 9 | Ssbgotet, aei g

ST L FAF 24T AL oty

L= H = A~ - 37 = Hd o = S
ol F4 ks TE%T%?%Q%—‘:—%@EF@%EE}-

I

x=7"(1:6)



Proposition 1. (54 7}54 of B AHol= a5 27) SRIY X, 7}
=475 (reducible)ofrf= A1 9] H @52 X742

oo (x;0 1
o (x ):aqk (J‘Cae) (16)

oft). of 7]ofl A SHEA} i, jki= k > j& PRESH= {i,j,k} C {1,2,--- ,m}o]
e mAFgl WE xo] kA itk 181 o' (x0)E o (x:0)9] JFL
(i,j) P4okO

o] BA=FE I (15)0] F4 7ok Wk y(x;0)7F EAsHAL
VY(x60)0(x60) =1 = Vy(x:0) = 0 (x,0)dS & 5 Utk F4 7}—”
B EeFE 212 AFA Sl "olr] w2l @2 v gHitngel %

o
N

JhoiAl ko slet oaret 4 siek. 137] e

T o] TAH Holg gl s oks e At 4 ke e St
80l 488 % YA o] 5= o et

7}}—** gels HOHE‘: ( - 1)/27114 5401 4

L

8Gﬁ1 (x;0) _ 86151 (x;0) 287 86{21 (x;0) _ 862]1 (x;0)
Jx| x>

= O FARJ] A E EE

[ o1 (x:0) 0
o(x;0)= ( 0 022 (x2; 0) )

olW o] ehitak g Z4 FHsaiA gbtt. 1

o [ a(x1:0) a(x1;0)b(x2:0)
ox0)= ( 0 c(x2;0) >
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4.1. &4 7t 2 (Reducible Diffusion)

Smhg @7 %4 7Ps s 49 Bads wgat Zo] sjnkol 34
A L2 HolSFBUL §48 TAAZ 4 otk 2ol 4L Ths mgol
D2 il Aol BUE 42 thiS AR FBUE G4 FHoR

% A7E she Zolth mAr Y BE 7R

of7]ell A [h] = £, hio]eF. T4 Slaol ShabAl The Tt 2L A m A
Lok

o ©,

7t

. Hy (2)Hi (2) ¢ (z)dx = {
e AR S v, 0] U7 ofehl

py) (A,y ‘ y079) — A_m/Z(P (y—)’O

olch. sjntel ThebAl o] AL o] 51w Sluol F4Al0] Ak
1

Yi —yo
A =—F|H Y, =

Ayo f(A,y,y0) = ) Uy (:0)
=1

d
o-g5) K2} 712 B4 H/NE SHE ohgT 2ol sintel 4 WAL 98

=
=
% glet.

P Ay | y0:0) (17)

_A-—m/24 [ Y YO
wre (72)

1 oA y—yo>
SF S J—— E_A;lo<
{heN"’:hISJhl!'“hm! [i_o i VA
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4.1.2 Kolmogorov Hn] 27 4] vy

g0 B-of A 2 ZA ()& A9 LA & ThA] A
sl st o2 Feo] ZAHY dolgEU R 45 7 4 Utk

Theorem 3. 7= 74 ([ o]]J = 2 1] BE GE58 A% 9 B0 =
AR EEFEEE

P (A, y]y0:0) (18)
=A""2¢ <y y0>eXP Y i —oi / by, (Yo +u(y—y0):0)du
f i=1
K ( k

Fok. A A Al

& el 7ol 0 () Lmit B Fij o] SEYE
= g} L35 21202

1o] k > 19] Al

\4 ]:]0{1

9 0lv0) = [ 69 O+ v y0) o), 47414

Popi s skt ol A 2 ol ArkE JuR] FAA Ao e =R o
Wan and Yang| Q0T9)olct. 0} 5-& 54 7158k7] 942 Shkapgo] dfa) w54 Pdo] 2212
W% ZhS AT A0 1241 o 87 A Wson U g S ekt 3 sjutol

22 AfELe et

HZE= T10
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= {_Z'uyi (o) do; <Z(wi—y0i)/o Uy, (yo—i—u(a)—yo))du) du

2
;o,- (l._l(“’fyol‘)/olﬂn (yo+u(wyo))du>]

m 2 m
+; ;88(02 (Z (wi_YOi)/OlluYi ()’0+M((0—)’0))d’4> }C;kl) (@]yo)

Y S D)
+-Z 8(20,~ (Z(w"_yol')/l.“n (y0+14(0)—y0))du> M

(9(1),'

o acy ™ (o) & 1% (@lyo)
- Y . () Y— Y—
L L3

9] 78 2]+=Choi| (2015)7} Th 5> 4 Y, 0 HMoletEd & g7} Kol-
mogorov 217 Hu] B Hk7 Al

dpy (t,y [t0,y0) & 9 {uy, (t,y) py (t,y [ t0,50)} 1 & 9py (t,y | 10,y0)
L) ¥

_|_7
ot = dyi 23 7
SRR I
dpy (t,y | to,y0) & 9py t,y [to,y0) 1 9%py (t,y ] 10,50
B ((%I :Z 10.70) (a \' >+22 ((9 2! )
0 i=1 Yoi i=1 Yoi
£ ThEQMHE AP S o] 5 S AT Tk A (18)S ohi S H & shitab
o HolShEWE Ghao] A4S 73 uf ull$ 8517 TR,
2] (18)of] 215 FHotal Al EHEH 0FHoz Hde g4 A& obH o
& oI 2 5 ol AT 2L Geho] 2AH 21 Aol EUE T4
St et ofele] BEIR AT A [BE A7 A B A Pl
Z1o] P‘/]E’r A HolEU L E S5 iy o] 2 -HolgE Y

L7} g4 Kolmogorov %1 Hu]

—

Hu:

o
o
o =
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oy (Aylyo:0) ¢~ Iy (:6) ¥ dly (A,y]y0:6)
57 R D Fand MU e (19)

1 & 0%ly (A, y]yo; 6) 72": dly (A,yy0:0)1?
2 dy? 2 = dyi

i=1 i

Ay (Aylyn:0) & o 9y (A,y]y0;0)
oA ;N ()’O,G)T (20)
" 920y (A, y]yo;0) 1 & {azy (A,yyyo;e)r
-y e Ly | e
21'; 95 22‘1 dYoi

SUCE AL 0|, 200l AU 84 @) A Y

Theorem 4. CFH == A 7F-o7-Z] ©Fo] E}AFa1A Y, 0]
Ui Pt o 2k

(=1) . K k
m C A, ;0 A
1 (8,y1y0:0) =~ 1n (2ma) + S EI0OLy b (5 y100:0) T
k=0 :
1)
o] 7)o A]
1 m
& (Ay0:0) = =3 Y- (i —y0i) (22)

z:1

m

1
¥ (Ay1y0:0) = ¥ (i —yor) /0 wy, Go+u(y—yo):0)du  (23)
i=1

1
c® (A, ylyo;0) = k/o G (A, yo+u(y—yo) | yo; 6) ' du (24)



124 SATPgo] 2 (27) Aol BUE $45 Fohe B

o]m
Gy (A, y]y0: 6 i b 00 (25)
Y 9 0> = ayl
" aCY) (A, ylyo; 6
2
+lf 9°Cy” (A,y]yo;0) N acy (A,ylyo: 60)
25 Iy; dyi
o] k>2¢Y o=
13 22D (A, ylyo; 0
Gy (Aylyo:0) = EZ r a( 5 Yo: ) (26)
i=1 Yi
- 9y " (8,y1y0:0)
J— . l"
;HY,( y) 5,
m k—1 (h) (k—1—h) .
1 a(jY (A,)”)’Oy ) aC‘Y (A)y’y09 9)
2L r (" 2 Jy;
i=1h=0 Yi Vi
ojtt.]

o] A7}HE o]-§5tH LA RI) o) AL ES k=0 HE Aoz st
A7 A] Ak 5 /J\ ejal of7]o A @2 2 1-Ho|SET L o] AL
Ao =4 7F58FA 9L (irreducible) 2 /314.244 21-A 0]2]' Ur S5
?—°} ] 7211 [Ait-Sahalial (2008)2] Z=-2 A|7H-8|4E RYER QJ-XP%_}
o} o f-85tA &-8-Hr

B2 A (18)& 2 Ao s 0 o2 Hde F 47}1* g
U=, o] S DojA]= A ZF 2} Al A (18] .—4 A4 xdO]

=0 4] QI)o] AlETe] HAE & 5= Ut o] A= |Choi (2015)01] e
Sjof 917 5] A-ulEE AR A el 2AAS e 0 vl 2}
O]q.
def o] S X o] 2I-HolFEU T T4 Ix (A, x[x0:0)+= Y2 211-
HAo|FEUE T Iy (A, y[yo; 0)E W A 22 4= QU
Mol gt Ao i &0 2517 °ﬂ = 538 v 23} & Al4ES dfofstr] wiEel Maple
o]} Mathematica®} Z+-& T2 138 Al-835}= ZJo| £t}
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B
o>
Mo

Ix (A,x|x0;0) = In(Det[Vy(x;0)])+1y (A, y(x;0) | y(x0:0);0)
= —Dy(%0)+1ly (A, 7(x;0) | 7(x0:6):6).

5 WA 5412 Det [Vy(x; 0)] = Det [G_l (x; 9)} = Det [V (x; 9)]_1/2 o]7] &
o)1l o] 7)ol A v (x;0) = 6 (x:0) 6 (x;0) O] I Dy (x;0) = 11n(Det [v (x;0)])
oltt. 2B Iy & 1N 2 upw KA A 21-70|StEUE S
1Y (Axlx0:0) = Dy (1:0) + 1% (A, 7(x:0) | Y(x0:6):6) @7
(-1) . .0 -
= —Dy(x;0)— %ln(ZﬂA) + Cy (A7Y(X’QA) [ 7(x0:6):6)
K Ak
+ X6 (A 0) | 7(x:0):6) 7
oltt.

(o]
2
e,
I
fln
I
3
2
e}
%l
=
)
2
I
=
=
2
0,
kd
2
=
2
I
2
=
2

12 i # 2 W) 0 (x:0) = 0] & ThASEHITA X, 9] ol B Tt
2} W40] ol B UL F4-5 0] Folth. 181 o] A9} Ha THed A
Fesho 2 X, 0] A 2 -0l B U

15 (A, x1x0;0) = Y15 (A, xilx0i; 0)
1

1

g 37104 1) (A, xilxoi; 0) ¥ A W 40] TALA 2 7-H o)t

ZA 7+s5HA| 42 24t (Irreducible Diffusion)

A
P>
N

o] =35}7](reducible) 9o W R E=H X

2 guta o 2 shatatgo] Z4 7HsoA] ¥t (irre-

o st e g sty o 2 Wt

53 750 A8 sutol F4 A FH el Kol-

A wpBle: o] g8k 4= gich Z1#A] Ait-Sahalia(2008)7}

o] = 712] T2 %4 715 HHH (reducible method)o]a} 18] 1 o)A 475 24 715

S}2] 92 At o et AR BS54 7HeobA] o2 Wi (irreducible method)o] 2}
221t




15 (A, x|x0: 6) (28)

(1) . K k
A, x|x0; 0 A
= —%IH(ZTEA)—DU(X;Q)—FCX (A’x|x°’ )+§ ¥ (A x|x0:0) =

[}

g} 5}a1 o] & X, 2] Kolmogorov 21 Hu| 21} A]

dlx (A,x|x;0) Lo (x0) 13 & 97 (x;0)
= _y =27/ - : 29
94 L on T2E X ouan 29
i i=1j
o dlx (A, x|x0;0)
- i(Z,
i;u () =~
O 9V (x;0) dix (A, x|x0;0)
+
;; 8x,~ an
1 E & 8le (A X‘XO’ 9)
- i (x: 0) XXX F)
+2;j:z:lv](x ) 8xi8xj
1 & & dlx (A x|x0;0) dlx (A, x|x0;0)
2 0 (0
+2l:Zl]:Zl ax,- U](X ) axj
of thedall 22 2p4=2] AFES vl wotH thg el et Zo] A @8)2] A
SEo] RhESHE Wali YA ES g,
Theorem 5. cHi5= AJ7--2 S X, o 2AHH 2.7 0] G HE g
28)<] A5 € (8.x]x0: 0): TF2-0] W] 2 WG5S TFEgI)

I8 (A, x[x0 6)

m m (=1) ) (=1) )
) oy oy 9Cx 7 (Asx]x0;0) ICy (A, x[x0; 0)
=—-2Cy ' (Ax[xp;0) Z 1 v (x;0) o ox; ,

i=1j=
(30)
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£V (83003 0)
m m oCy™ (A, x|x0;0) ICY (A, x1x0:0) o)
=- ij (X5 ’ : ’ L~ A, ;0),
;j;vj(x 0) ox o, Gy’ (A, x]x0;0)
(31
o] BEk> 19 sl
f)((k_l)(A,x|xo;9) = C,((k>(A,x|xo;9) (32)
13 L aCTY (Ax | x0:0) 9CE (A, x| x036)
_%Z{Z’lv"' (%) oxi dx;
i=1 j=
G\ (A,x | x0:6)
ojck 281 G¥ (A,x | x0:0) =k =00] 1 1Y off Z}z}
m (-1) .
m aC A x| xp;0
Gg(o)(A,x|xo;9) = E—Z,ui(x;e) 4 (8 [%0;8)
i=1 Xi
i i 2v;; (x:0) ISV (A, x| x0:0)
S40 du dx;
o actV A, x| x0;0) 0Dy (x;0
_szij<x;9) X (ax’ ) Bi )
i=1j=1 i J
13 m 22c ™V (A,x | x0:6)

+§Z Z Uij ()C;e) 8x,~8xj

i=1j=1



128 APl TAE (27) MO SBUE FE ot

m ac§>(A x \ X0:0) W 9 (1:0) ICY (Ax | x0:6)
(e

Z Z 8x, 8,x1

i=1 i=1j=
8C (Ax!xo'e) dDy (x;0) _i&,u,-(x;@)
S ox

B Z Z vij (x; 6) ox; 7 ox;

n 22c¥ (A, x| x0:0) 1 & v 9703 (x:6)
+5 Z Z Dij ()C, 9) 8x,~8x.,- Z Z ax,axj

11]

1 L aCY (A, x| x0;0) ACY) (A, x| x0:6)
+§z§ij—§ vl] (x,@) (9)6,' (9)6]'

i 0Dy (x;0) & & 9V (x;0) dDy (x;0)
+i§{u' (x:6) o ox lzi JZ’ ox; Jx;

1 & & 9Dy (x; 6) 9Dy (x;0) dDy (x;6)
2 ;J; vij (x;6) 9xi0x; ox; Jx;

Con At (A x| x0:0) I 905 (6:0) ACE T (A x| %0 6)
= LHix0) o Y > o ox,
i i=1j=

_iiv”(x 9)8CX (Ax\xo, ) Dy (x;0)

i=1j=1 o i oxj

1 22c¥ 7V (A, x| x0:0)
+§;/:10U (x;6) dx;0x;

m m ACY) (A, x| x0:0) CE ™ (A, x| x0:6)
+1221]; Vij (x,G) 8x,- axj

1y K22 =1\ aCP) (A, x| x0:0) ICE (A x| x0:0)
HE B £ (4, 1) 20 ax,.
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koo ShANTHA X, 7 Z 4 7H55tH <)o) Hol R A5 7 H ¢l 4]
o2 Z £ 9124t (Choi, 2015) X, = =4 715514 &7

ATt 12 A At Sahalia(2008)_ 9 Hol R A= e

ohA] T AlE CF (A x|xo; )BTk o] gt 24 gHet B A SR
RES 245 Mo 7k 2HOR Bolel Go HAE 5
2wl wal] 19 CF (A, x(x0;0) 9] Hld e F4E o] &3 AL A2l
A ¥ (A, x|x0; 0 % G A Qe G4 e AL CEM (A, x|x; 0) et
LRI 012 4] @8)91 A CF (A, x|x0: )T A1 22

’IE(K) (A, x|x0;0) = —% In(27A) — Dy, (x;60)
(jo1,—1) . K k
A 0 ; A
k=0 :

o} Zol Z2 FF5 A ohe A7 SR TA 2o SEUE
1

2o Hde 240 exel 2A4l @8)9 ot 0, (A7}
& =y < —k+ 1)011@11}240}“4;4@ o2 So] K = 20]
A, j1=8, jo=06, ji= =02 Y (A, x]x0; 0) 2] A= 7HA]
|4bstd Eek. 293 2 l4 c;m (Axlry; 0)2 78wl oFo]Ale}
A k= — 15 *Hﬂﬁ raiof gk Arell 7t ) (A xjx:6)
o] W] & WAL kBT 2L ALES TEs}7] wjRolt). E5t 7} | e
F% OO (A, xlx0; 0) 5 22 & 1) & A4 G AL WE W A4 g
Aol o1&317] o] e 24 WA AR Hofokgity. o|HA T
Ans olF B4 AAACR A4 surel B4 WA 2ok 1o
Bakshi et al. (2006)4 A= 9] ofolt] o] & el M4 & o] A-L3F Zlo|t}.

dX, = 11 (t,X;0)dt + o (t,X,;0) dW, (33)
o1 tpils A1 211538 St ol . A0 Ae] Al 2ol o] 2
o] Z4: 7hsolt opjupel et o Al 0 2 TAE HolGE U R ghi}



Definition 2. 21714 X,

7} &9 3R F (unit diffusion) © 2 =475 (reducible) 5} CH= 712 2Rk}
X5 9 SR Y, 2 Heleh 5~ gl 101 Heto] EXfaf Y, o] MEd &
Fo] eGP o] E= -2l ofA] Gl of xof fjs)] 7k ¥ o] 7}55} 1
e glo] ZA5k= Bely(t,x:0)7F EAo Y, = y(t,X,) 7F 2H& vl 3y 4]

\l

dy, = py (t,Y;) dt +dw;

2 BEgtchs Aojck ol7]ol A WEY T4 W uy (%:0) i ¥l 4] gt

t ,ylnv t y nyv 8 1 t?'x
(1)) = (—+Zup (17" (1.y)) T
P lemymey)
1 m omom - - 82 (¢, x
Y Y 0 (7 () 0 (17 1) ST
p:lq:lr:l PYA Ix=ym(t,y)
o]_ﬂ
Vy(t,x) =0 (t,%) (34)

2 lto B2 2] E o] §3) 78 7 QIrkD

ROl S F4 TFsA S A7 A9} ol WEA
F4-0) MAST TRlo] OB B 45 o &3] FATE ofRE X 4 9
oF. th S A7 3 SHAEag 0] S 7bsehE Aol A e} 2ol F4
Hs WS o188 2 Sleh 1A, S ARsstA god S st
A8 7t A B el F49) A% oo shd) o of 7
552 P51 28] ANFORE ASEL Tohe Aol o oy
7] 5} FA7} 437] 4 [Chol (2013)7F o] & shAet:

oL o
rlo t® o
h

o, Mo ol

Lok 52
olr Ok rlo o
55

—|—‘
2
52
X

r
.
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=4 7Hs’t %ol sutsl w4 Wi o]ut Kolmogorov Hu| HF7 4]
WS At Aol A e nitrt A 2 A gal] ZAH] HolgEdE bt &
TO-olgEEE S E S 4 Stk WA Snbel g A S s
Mol 45 s BE A2 29 458U oF 9= oid
Sutl thghAl S o] g-ofl Fohe 22 FZAIRL S{ntsl g4 A7 o] Al

af (t,y,1, < af (t,y.1o,
AYof(t7yat07y0) = f(;toyo)—i_z:u}’z (tay)f(a);oyo)
= i

li i 9% f (t,,10,0)
i=1j=1 a}’1a)7/

£ olgsfob shet. Leiwl theat 2ol sntel F4 A4S Perh Chol
013):

K
Py ) (t>)’|t0a)’0) =

o) Bt [ ()]

5.1.2 Kolmogorov | & v A v}y

Kolmogorov Hu|2 B A 9FH.S- 0]-85}17] 5[ A= SAHA 1, 9] A o]
SFE Y L 7} o]of t]-25H= Kolmogorov A& 18] 11 2 Hn|EHA AL

Ipy (1,y [ 10,y0) _ _i d {py, (z,) py (t,y | t0,y0) } +1)f 9*py (t,y | 10,0)
2

T}
dpy (t,y| 1 n dpy (t,v |1 1 92py (t,y |t
_9py (1,y ] 10,¥0) = Y 1y (10.30) pr (t,y [ 0,Y0) iy pr ( ,yzl 0,50)
o P dyoi 23 Y

1
1850 A2 gl A9} )25t ke Befe] A

= o
=2
Mol B UL 42 theat Zo] & 29I} (Choil 2015).
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Theorem 6. ARl g9 SURY Vel FAEs e}
[y, (09 .. D T KR AR FOJ ST gl

P (2, y1t0,y0)

m

=A" m/qu(yfyo)em [Z = oi / ty, (t,y0 +u(y—yo))du
i=1
k

A
X Z CY t )"IOJO) A (35)
k=0
o{)':rl- A7 oAl Bk ¢ ()= mAF HT Xjﬂz_,__l&_ﬂy SEYL o) 787
o (t.ylt0,y0) =1 017 BE k> 1] cffef] cff) (1, ylt0,y0) = THS 4 o] &
w2pF] 0 2 ARFeF 4 9l
1
Cyk) (t,¥]t0,0) :k/o g™ (t,y0+u(y—0) [to, yo) u* ' du

o171
® (t, w’thyO)

- {_"" uy, (t, @) 88 | (’" ((Di_in)/OluYi(t,y0+u(a)—y0))du> du

gl g, [ttt

2
m 2 m
+Z;88w2 (Z(wi—ym)/olﬂn (t,yo+u(w—yo))du> }c&kl) (1, ®|to, y0)

2 (y : oV (¢, ol
+Z ,(Z(wi—y()i)/o IJYi(fvyO+M(a)—y0))du> cy (t,0lt0,y0)

8a)i

Y dey " 1,0[0,y0) | v 192 (¢ wto Yo
-3 ,) 25— Jelee)  § S0 o)
! =12

9 (¢, 0lt0,30)
Jt )
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4 @1 278 Hn ol G AU T8 7o 208 232
22} §A15HA ¥,

dly (t,y[10,50) Ity ¢ 9lY (t,y | 10,0)
or B ZZ{ dyi ,; dyi
1 & 9%y (t,y | t0,y0) | 1 & [dly (¢, | t0,y0)
+2; dy? +2; dy;

alY (tay ‘ thyO) i alY (tvy | fOJ’O)
SR SR SR LA A LA T £ AT VA
8t0 ;Hy 07)70) ain
+li 9*ly (t,y | t0,y0) +li [311/ 1y th)’O)]
21':1 8y(2)i 2[ 8)’01

Theorem 7. C}H == A]7F-H]Z- A TFo] SAF7}A] Y, o] K2} 2 7-Fo]g-E 9 =
o A

(-1 k
m Cy V(ty |, A
1 (1, | 10,0) = — 5 In (2mA) + ¥ (63| 10.30) + ZC (t,y [t0,y0) —
2 A P Kl
o]il of 7] ol 4]
1 m
¢y (ty ] 10,y0) = **Z —yoi),

o/

m

1
) (1,y | to,y0) = Z(yi—yol-)/o Wy, (t,y0 +u(y—yo))du,
i=1 b

o] L x| Bk > 1] tffofiAf+=

|
Cék) (t,y | t0,y0) = k/o G§/k) (t,y0+u(y—yo0) | to,yo) u* ' du



134 shgupgel 244 (1) Hol g

EUL &4 Fob= U
o]t of
ey toye) = —Y Iy (1) _ 3G (.3 | 0:y0)
Y »Y 110,Y0 ~ ayl ot
< aC (1, | 1o,y
N
i=1 Yi
2
WL PG Gy ) | 0G5 L0y
24 2y? 9y
o] HEk>29 F=
m (k—1) (k—1)
(k) 1 aZCY (t7y ‘ thyO) a(jY (tvy ‘ thyO)
G = = _
Y (tuy | fOJO) 2 l:Z] aylz ot
- 9C1(/k71) (t,y | t0,y0)
- ‘ui tay
i:ZI Y( ) ayi
ey (k— 1) 9" (1.3 [10,30) 9Cy " (1.3 | 10.30)
250\ h dyi dyi
H WS o] 8ol S X, o ZAFY 2-FHolgkEHE okE
T+oltH
(=1)
C
1O (x x0) = Dy ()~ in(ama) 4 GV [0l 0)
K k
& A
+ X0 7 [0, vl
olct.
5.2. &4 7Hso1A] ok &tk (Irreducible Diffusion)
= AE-H| - Sttt o] HA47Hs o] FoH A4 T RS g
| & gloh JEiA HA AZ-FAof A et Zo] TAFY 2-Hol|gEE
I =
aT =
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) m eV (,x | 10, %0)
lX (t,x | to,xo) = —Eln (27rA) — Dy (t,x) + A (36)

S Ak
+/;Cx (fax\loﬂco)ﬁ
2 et o] A& thiS AZ-HE Sty X, o] 2 -Ho|gEHU I &
Z=7} 9HZ5}= Kolmogorov 2171 W] & Hpg A]
alX (t)x | tOer) i a[J, (l X 82”1] t X
o ; ox; Z Z dxi0x;

(1) 231 020)

ll]

|
< TP
=

n 81),-1- (t,x) alx (t,x ’ t(),X())
ax,- an

8le (t,x | l‘(),X())
vij (#:%) 0x;0x;
iOXj

dlx (t,x | to,x0) dlx (t,x | to,x0)
ij t?
8xl- vj( x) axj

o el 2L A4-0] A 0] A4S vlwsld theo] Aste At
Theorem 8. E,Lﬂi/\ A 7F-H]2-2 BRI X, 0] 2ZAMA 2 7-Fo]slE Y of
= o

5
0 A O (1o, x0) B2 T2 0] WOl 2 WY AES WSk
(k—1

Tx
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