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. mortgage backed securities
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v Slakds oly Slgn sl 5leag,

0> adslels Goyls G 0T oS sl s Sl &S5 Lol o JSlu 2y Gy
(Sl g 5 L) 36 2y Gyl soisls @l 53) ool LLSI C\im),- Csls
st g s sdee o3l 31 LS 5 (S5 Ll 5 Lo slag 5 e 3 i
Er L slapls & 313l o 75 BT LS 5 ps [F] ool DLl ¢85
05 S Ol ys . sals dal g s s LS (.K;Mb Catls 4 bl Lyl b
rlelmpls b b auglin 55 (Sn b 5 Glapls &5 035 oy e 5 3Ll 03
S OT LoKe El sdas ) sboas a3 58 o 03zl ols ol Lam 55 MBI L
AR e 'C) ! LAC;>'|)J3: 3 J:>;l§ Olan

Sy 5 IS S o g cr Sy by Blyslys S ol g an
L (o 953) oy yisd slasle b (s Gl 5 (o5 ol o055 sl
Ly 0T sl 0l s a3 555 J 0SS aly B o oL gd g0 pmends (o oo
dg_w.i)ﬂt_f;)lu\_iuf)jj_‘éM@AJé\))\é\ﬁgb)}.pab:.:ﬁf@owﬁ
S5 525 Slasl 08 15 sann s cbladl o8ias 55 Sl 5 13 505 (§3ledibe 15 I oSS
U Gladan io dilon o gt Jlo Glatan o Jaw 5 Bl 5l domili 13,108 oo
2y al g 5 bl Sy I padin (sl pitie ol

sy 5 3 (oalad b (i UL e canln pls Bl Sl S
OBl oyt ssbas S5 355 EKsy 3 5 Cny oSl Lapl s DL Cliuu),'
- o5 Bl el SUL 2 (6 s (i ey S35 RS shten 50 o0 5 5 Bl
Sladidy oy Dlen 53 ol o) L 0 it (Gladd s () Slgas B s 4l
Sl glas gomn 4 a ) LS‘-"‘(‘))" o A bl g SUL > sdoes 20 L
UL o ab 3 Glysl Gladiws 45 (6 oty ¢l Cakibes (Gladwy i b 45 3 Gl
Q.éli):c.\_;i}fw\L;)L&{Tg._&-\;ﬁ)t&L.ﬂQTgJQG:UJJIQJ)_.;A{\)L;A.E}
G Z s OT as a8 5T (garwsas glaidy ly Sldgss s Eloe Fp ol
ooy Slgas HLasl AT 5 (V)15 a5 5323 18 oo 3ad 33ke LT3 6o sy & e
€3 i oo adiMe .l old 03l islas OT Calides (glaazus LSL“;},’J) laad s

1. waterfall payment structure



\YAQ U\:“““’)}j:ll" N ooyled (VY oy cvjb Sladss 3

S eS 033 5 st )3 5 (ol S 2 me 3 i ol (545, b sl

UL
I 0Ly AT Sy S asjly g jieS

BBB/Baa

BB/Ba

045 (N 45)

OL5 oyl Sy i 033L (o by

it SR Awd S T 59 9 ST g (ool ilugn HUIET T 3. 513408

GolaT Cstls ksl ¢S s Olag Vyoee,eee @;J:uis,ifm,u}gﬁ

OlegBrvyees S5, L B A glaaws qglaidy ls Slags Glysl aws ¥ gl
= Dlgas p3 658 e abemMe a5 sbolen Ll ol osls isled atws o
L Laarwd blae cdiS o Lo |y stls 5 Jool ¢GB! Sl (glarws Bs (glais s
Sl U oS bl Sab o (ol Sbas ) 55 0, 555 ol 5 1) alale slae g
hns glaawsas Jool Coly (s 5 d 00555 S5k oS Lok 4 ) sas &7
bgs\;ﬁ;};ai..u6&\,&,;@5@),@&@@\.@1%4&\}5Ct,ﬁn



0 @laads ol Slgs bl (g Sluagy

%2 B-interest

“ A-interest

> B-Principal

#® A-Principal $ 8 F ¥ ¥ \

e P lSlo b Blhgl dwd ¥ 5 (s Dbl o> & 395 (Sea Y loged

dw.bﬁu\j}ﬁk{AM)NC.:&BC.,\.Gccﬁﬁf)h}'-bU;@:ﬁ)J
L K05 s Sl s DU (65 ds o i 5 e ok 4t wkige 2 b
Calises g ylael glacciS U Calibee glaazws s 086! 36 8 550 51 oslizl
Laply dws 533 g 50 slapls 3L S IS0 6Ky 3525 L )50 ol 35 00 o0l
ol s 55 4873 sas ime AAA (6,Lzel a5, b Gyl 51 6l B Aoy Ol 5 s
_Jibduu.}d}.gsg’.g_w.i)‘).iibd‘}_mj‘.u‘)u‘?&ﬁ;oﬁtjsé\)}‘
e el 2 (Z wws) Ctls

5 oS SLESSL gl sy Blosl by syl e g Vv er Hlasl ol O 5l s
)oj‘u\_ﬂ c:iJ.aGJ@\ U-.'.‘ (d‘)}\ J_JIL' st_') w\.ﬂ‘ d‘j_w C;»_w‘ o.J,f;, )JL# L;ﬁ
st K3 Soleas €350 ST L3005 5 b i o 46,8 Woins d ) o
‘)Lg.a\_f".ﬁj‘f‘.k}f.;bu:}_&r&m.l_ibéutﬁw)ﬂA_Q-b}a)‘u\;‘c\g-).)éb}\d\
€391 Cowsa

g;_;uﬁr,n}_;,.\a\w,ﬁg‘gx‘sﬁ,uuﬁggj,;mu;w\g‘duﬁ&_l,;
S 03,5 4SS o b I glakds oely Sldgas HLasl claay ja Ols o LT &S
Iy o tite ay Blosl Hlisla 5 sls [2alS 50 gl (il 0B w,ls 4 aestls ,  Jad
Sllons AT 3 95 i 53 4855 dal 5 D) o by lie it b Suldidns 55

1. slow-pay



\YAQ utmﬂ)}jil{ N ooyled (VY oy Lé‘-ﬂ Oladss h

e it 53 e bad on Ol 15 0T S 250 (S8 5 (sl s ools ke 5

e 33 9355 e Ol b s g0 Al (g 5ludie (gl eslinal 55 90 L s (6 a0k
Wb pal 5 1 (58 e S

Sl g (oolg Oligrs (So1s yb 3!
o #glapls 5l Glog oo V0 pls s &G ol i SbL > (V) Jgd o
(P) bLudl thoo .ol o ol 5 lad (apls o g0 Slag 5 (555 L si) INY g0 & 5L
355 o et daly Sleslazal L el
__Qa
@kl
Jsder 55 sl ply dy ok g0, & 5T (olhelply J ol Q 0T j5 48
el Q= o gT =7\ Yk =
MY 0,0 &5 Ul Glaply S Gy o 1+« P9 daw &0 S DL 2 1 Jgur

0,98 (1)o@ (P) kot Q) Lo 3 oo
A\REVARS
\ \Y/0e VY/YY YA/ZA
Y Vo /0¥ VWA YY'/AA
i\ MNAY \o/F7 OA/¥Y
¥ Y/ YW/ AAVAR
o f/ay ARVAR YV/VY
4 Y/#\ VY/VY (VAR
o Vool

JAY aomilim 3 g Al S VYY) Jss p a5 L gl b ool ol 25s 5

O\.ajdx-l:.e\“><'/.\Y+\T/Y‘Y=Y\"’/Y‘Yj‘j&lsﬂt}fﬁuc\éu\quoﬁtj
Q‘}—;u—‘-’xi—é(ﬂ?&‘ 6:5-\%.:1;})'@.&Afg..uld\juéjé(\)dj.\q-)maﬁ dal g
'CJJS@\L;))J@\J:{\)}EACﬁv\{.s\sfbu'l):}iébﬁsjj@@j@\jopw
)G;wl:‘_;Lmsbjla;u:,ﬂ\polj:@\,gslgﬁ;),"os.;)ﬂ@w\,c,.sl;,ﬁ;;,’
33 [¥] 5,57 Comsas 3Ll IS sla e 3 e (S5 S 5 il sadila U

Dl Blosl 3o dgdmr 5 b Sl 5355 & 5 3l ealinal (53 58 (ool s S5s)



Y ladd s ooly Sl Sl (gladige

393 55l Byl dmw 3o Jgior Sl cOlowbue Sl sl [F] el ol | s
c(:\_g J._.p‘/\ J)\ JLs Lg‘_}—’ b C‘._>‘-|>J__v:)_9j CJ_: ov\jad.’l.&féwjﬁ r.:il.u@ oalaiwl
a;;(y_ai'/.s?r}_wdu,'l,\_g‘_;udu‘_;\ﬁj'/.a (aydl.w‘_gljc'/.\“(ajsdb‘_;\ﬁ
Sl 258 438 s el &) poiy Aol 55 ol 47 3505 g L ]l
3 SRl PP L1 a5 35 Ao anlos sas eslinal YL slag 5 51 Lo (S slu
Os=kea VY/YY 50,4 Olo g 09 \Y 55 5 s 09de Jgl v 55 Jle Ol pe &
,;g}\gﬁw,’jgou}wxy\n—\\‘/W:AV/?Ax'/.\=~/AV9A8¢¢J¢\QL=):
J,IJLN_;L@:.;\,;JJ\@L.@;IM'CL?AJfg.,.::;d,\{.wbﬁa\fdudl@;ﬂ
Il et 53 ply abile 5 Olegi O gekea Ty = Py + PPy = \Y/FY o /AVPA = \Y/Y+ il
J})M‘?d\.ﬂjd}:&ﬁQ\:\"—\V/Y'ZA;'/A'JJ‘J,’J)\
r‘j J_.,a‘ C_,al.a.]a_w;clwcduj Q).A:.A\'/?Y _)"‘J" (Iy)gfb-bﬂ °J'€'.' cY dl.w)b
O Y e Dy y -y vy SR ERVAL VAN PRER B i
Jeol ol 13 IS Culg 3 a5 dal s Ole g5 O ke PPy = (Qy=Py) x /¥ =Y/14

Sl ol ols told S5 59 Trudrs

0y E LUl SBplg l Slogi Ogaleo Voo P19 s T 3 ol (SuE Db > ¥ 9>
10 5895 &9 Jlasl 7Y

owb | o393 oo Er5 | el i enils @) ot | 1)ose | o0
FQ)te! | (M) Jeo!+ [(PP)oc18 9395l c1d 9595  (Q) ’
Veu/en ARRVAR)
AZIA \\7AR LY/ o/ YA/ZA \Y/XY \Y/ o \
V+/a¥ \O/N? A7ARY oY VY/\F \\vidd Vo /FY Y
INFARS \V/70 Y/A: /00 ZAK \F/A¥ AOY i\
Yo/Y0 A/ ¥ Y/YO A4 Vo AIVAA) Z/F ¥
V76N \WV/VO VY 4 \A/&Y \iian f/Yy o
LVAR] \V/0N AR A4 VAR V00 \7AK 4
AREVARS q/Y¥f q./V8 o

1. public securities association
federal housing administration ey Ol g5 s Cstls 5555 Erm e A b laslne sy

.35 o Lsl conditional prepayment rate 5 experience




\YAQ u\:.mﬂ)jjil{ N ooyled (VY oy Lé‘-ﬂ Oladss A

Sl4ig (oly Sligs (G108 )
. \ . . - - E o

Sl e 5 gl b Jube tglaid s sl Dlagas 18 2550l il 3 S0 9
S ol OB W15 L 5 L) Ol e St 355 sl 3,55 53 e aBl
43 Jlasl b oy dal ot &Se Cad 50,0 F 5 kite 93 31 b lasl Jlasl 5555 o0
A ot (S el s Aslae 65w oks i AT 93 Sealis 53, )
i 5 K55 53 oy Sl Slolons Jow 35 Al me (650 L5 L > 5
Ol Cad X3 &_;l).\ ..\‘,.fuk;a oslawl 4l L!LAK Jde gr,.l.'c‘ ‘J&-G BERTRE
Sl dlie Ol s an Al ST (68 DL o ST b 2551 4 il bl (slakd s ol
Aalg Bolo AT o slag 5L s alale (i SUL 2 Ldle Vs ply s &5

Dy

CCRyfufy) CFaf ) CFuglfyfy.nn)
cMo= + 7 t.. 7t 120
(1+rq) (1+ry) (1+r10)

ol 5L Jue 3 s b g Gla e f g gladd g ely Oldgas S5,V
Sl Sl oslinl o g Slag 5 g mond S 335 #he a5 b 68 DL
[A]vf.g?&'_.ﬂ‘} L;LAJJA ‘)\ Q‘}:@ OJ‘GJ. tj ‘SJdev\ﬁ Lg‘f J.;.iTLgd Qa.-d.bﬁb jj‘)l{&}ﬁ
g0 03bizal [Y]T Lty 5 o Sl (WSS
G s LsLB 5 A) aws 93 b g5 Glaid s ols Sligms Lasl (oda S
Dyl 5 e 4 T
CF CF CF
= 1 T+ 2 s+t —“tl
(1+ry)" (1+4r13) (1+ry)

Pa
Dk A )

CF,= SPT, + PPT, + IPA,

1. structural model

2. ito lemma

3. vasicek

4. Cox, Ingersoll and Ross



A il y poly Slgn il (g ledig

)d)"\"g}“by‘ gL:—‘JﬁSPT o QLA})JAMJ IHP U""L'"‘Jfafef gL:-‘JﬁIPA

s r.:A‘}S-B aws gl s C\;J.T.u)'\ 0 53 é..aPPT

po_ P P CR . CR
Pr @+t (1+1m)? (1+ry)H 1 +m)t

;):le.gL_.»|QLiﬂ)Jjj.lAA dws 4S @Le)')bBA;wJ C,.:\j ojg_:é?aIP

!

T b 2als s Sy 5l eslinal b glais s ol s Sligas (5,108 s Sl
1f] sl 5
ot o Sl s Vet B0 o Gl 5 AT b gileans )
G DU 2 o535 (6l o (il 0 g0 Glag 5 05 or (S5l
A a5 oLl
NG EYS d.n Al y3 9 SIS ) C” dowloes ¥
A E o ¥
Jaﬁc\q—j.\il{djf'cjm:}):.bm;@;'cjjbma:\.wO,:gu" ¥
A o, Sl 15 055 5 Lo g2 5 faST 0l gen (Glak s (ol s Dlgas &5
3 dal 5 Lagly
)LM:_.NJQ.;}_{‘_;LA'CJ_;A_EL?}:l_ia_wzj_a‘_g.x_EJQl_;L_ﬁ@_wbu D
a0 59
P Elacls (x50 5055 Caad ated 2 6K 5 ed e P
P2 501 g el edd (iluand o g 5 Sl e 4 a5 b i
D35 e g el b e

CFyt
p..=YT_ l
Y E=1 (14t




WAS Olis) 5wl Ot o)lad VY 095 ¢ Jlo Silidios \.

Sad s e il bates a5l s I3l 4 aes 551 Py
Vi =Z§y=1%

Ll o (g 5luand o g 5 (Sl e U N

el ol Oly 4w 53 b (glaid s poly Sligms K (6,108 s K aslsl s
 Ollns g o (g3l o g 5 e S g5 o Sy 51 (6,5 sl slaten,
W ok plonil Glale 45 5 YL (U UL o (sline

DN S it Glog Vo ply e L) glaid s (ool s Dlges L]
Er 25 o S 355 8 5 (0,5 L K i s s 53y S s e
Al (F) g Gobo s o 0 Gilate 0,0 5 ool G0 sl i Slods &5 5 U5SS

.J}{
Ad 93 b (Sl4a 9 (0l Dligal & 93 05@ § ol Oluloro T 9
(3% Jo! onilo
A B o A B o A B fondl
Ouvyonn [Drvuvyonn | Yovn,vnn
Bueyove | Brgeee [ Neegeen [ NYESY . IYQP0V [ FVAY | Be e enn | AVS YAy
TV, | B | AVFA | VEYAFA . VEY,O8A | YYVAYD | 0revee | VIVAYD
YYVAY | Begeer | VYVAY | V08AYD . VOPAYD | Yhyree [ Beeginn | BOVALees
Voher | Bugren | OV ee | Ve | NV 00A | VY Oy o[ raAFaY | waaFaY
. FAAFL | Y4AFQ . VAQVOA | VAQVOA C AR YAMrE
. YAV | YAV . YOAVFE | YL ANKE . . .
VAZLAYY | YF VWYY | FVWRFF | Bvesvnn | Beegeen | Vreagenn

(F Jod) Lab 70 YL Cals 95 & S duled 425 aslsl s



" Glis s poly Slags Sbtle (g5ledig

7.0 dYlo S0 9095 F 5 9 5 D 10 b dtwd B 04 § ol Dluwlxo £ Joua

3 Jo! ol
A B oo A B o P A B o
Bregree [ Bregeen [N e
Degren Degone Vergeen WYY . WYY VYQ,20V [ FYZAVE | Deegere | AYZAVY
FYSAV | Begeee | AYSAY | Ve vy . W VY | VEAFE [ VOFASY [Bev,een | SO ASY
VO, 5A% | Begere | SOPAS | NOFASY | Ve fFA [ ABVEOY | 1Y OFF . FAL,09) | FAQ,09)
FAA0F | FA0F . VOEAAR | VSFAAF | VEVALF © o rYeove | ereove
FYFOY | ¥YFOV . T 20N YL Y I TN NN R AT AW 2 IR AT
VEN0Y | 1#,00) . VLOVE | ASV0NF | APV F
QANVY | YEV.OF0 | FEALAFA | Beeyeer | Beegeen [V e ien | AV 008

(V) o 53 0l G o5 slad g 2 5 Ll gy Sls 5 ¥ o ¥ Slad st Sl
Al ok ol

tomlie o35 5 0 4 a5 L L bl et aius o8 (il DL - oS -
odd Giluando g Glar S ar g b LS 5 0sh patde s pa Jab 25
Sl o gy SLaE 5 5103l B35 oo (85 b3 55 s e 2 el €5 000
o g Sz 1 pmbad o oslinul wiws a0 & SUL > o35 sl m e paedd
Ao 03l 2l (0) g 53 4t 2 S, s5 S0l s e jp edd (giluans

058 STy 4 dxgi b Sl4ag (0l Olgn &0 50 Badiwd & el (w3510 Jour

o (6 3 lwdmmas
0599 o (5 3lwduds © 3@ & 5 A Gwd 55 B awws

\ VAV (LAY FY VT
Y AT VO PYA YV, 0A
Y AV V4,V Y YAYYF
(3 AT . AYYYYY
o AR . VAN
5 JAFe . A+ AFY

JS s O+, FVY FIADAY




WAS Olis) 5wl Ot o)lad VY 095 ¢ Jlo Silidios \Y

u.v\_wlj_zo.\_&Jﬁ.ﬂh;"é\ijay‘)oﬁcq-y\:-j‘ajjaﬁ).SMJﬁjj)‘
A:_Tu.a Cawdds ol (6 lwads 0 ¢ Cj

S, Sl s Ole s OALEIA SFVYFO 5 5B g A arws i)
Oldgns &S5 500 4l Jds .ol Gle g AP 9 il (glaid s aly Slgas
b‘béw\iQTA_:b“}.;LSﬁJMUﬂj‘obw‘\{Q\j@wa‘d\}»Jl:-.[_,.w\(./.\~)
o)‘bg}‘}ﬁbjjcﬁjd.};cﬁcrbwMbﬁbbﬁw.}%.«\:ﬁ)ﬁ&@‘uﬁ‘
)M}ﬁﬁ?}b\dﬁ&d‘jbQﬁ&ﬁ)%l}jddﬂd\j@e“b%bJ&aM
QTQ&;WMJJJG.S‘JMb‘bﬂ)jjéﬁbbﬂ)}bw
.C}\Jﬁmﬂ:\fl

by Spodliy 3559
SleMbl s a5 L atg slag sl mul s 531 b oS Sl 65l b gy (555400
b s 500b 2 eSS a0 (50 SKee Sleens (sl 5 0T 5 b O
50Le) O3y alinel 5 alie (Ldd 03 g i 5 wtennd G S Hs 4 a5 L Olg oo
sy S aelp dde Sl adlias opl 5503 god (Gludind Olasanad O35 Bolad g gnbad
deol sl o b (g poaal p Je o gy sl 0k oliwl oabad 5 alize aenS
upL&-J.\_»eg_i);GKLS;:«QJWL;‘J{S@»@.\{.:)\A)‘JS\&&&
a5 Lokl BL Sleaal (gaen LL S o (65, Olovanad I (51 ppaludes 51 a8
355 e Ay Sl 4 (S)lr el 31 (Gl (A0 L) 4

3Gl el € by e o 5155k by St 53 bl i D
L,xfgjuﬁme.u,\;a,umu;éﬁww,ﬂ‘gd,‘f“.,u."dﬁcu
Syad g p OT )31y Cardy cpir O‘ﬁgméﬁ‘*{WLS%mﬁﬁLﬁ
o S 193 45 (S mminn Ains oo TP | e Cond g (anb g Sl i

1. Bellman's principle of optimality
2. stage

3. state

4. return

5. transition function



v GHAS y oy g L 5o

S e J S (b ke a5 (Gla e At (6,8 andT (51 55 3 50 DM
;,\}_;94_{\,%,:3L;uxg,ﬁzufq}i?‘dfcu.wmhf\sa\m_;t,.b.
Msu\;\ bl gule (sule @U s o OLE el Sl pie S (U
oot Jdoe Jeol Ul 5 0T 3 (1) Sl sed 3.k e alyl 1y Lol Curss S5 s

[8] sl ok 03l 2alei b gy (g 540l

Decision Decision
U’n dn-'
v Y
State Stagua State Stagen—1 State
—_——_— _3_ > P
Sn Za(dp,Sn)) Sn—1 Z.'},'_l,(.d,'.l_',l,’sﬂ'l.-) Sn-2
Return Return
fld,s,) L [

be S pr%by ngas Joao Lol 13219 AT 8.1 51405

a5 LSy de e 3 ol Cand s & (4 38) sbile fr(dny Sp) YU s gl 5o

5t Sl 53l S8 w5 KL 2, (di, Sn) 5 Slome el

J=1e oS (b s ale plg fsamme 055 (ai) 4iaS” Oola b gy (S5 00b

jl_?uv.:«,aﬁdnQWW},&)J&B&\M&M‘@‘M@L@JJ.@‘

s (bl olsle (BL Conb s LSy ade e 3 48l (58 L s 5 pik L
Dyl 5 dde e gileag

Un(sn) = Max{fy(dn, sn) + Vn_1[zn(dn, sn)]}
Subject to:

d, € D,

el 550 aalan 15 YL dslas

1. recursive equation



YYAQ u\:.mﬂ)jjil{ A e)wa« AY 093 Lé‘-ﬂ Qul:.aaﬁ ‘i

Mm:ﬁ%ﬁﬂ)ﬁs\fw‘ U’L‘ ndd‘A}.;) @U CJ‘»LG}:)\:?-L«-’ LSJL"‘\“:'GJJJ
0335 Jsb e b AU 5 s (G5l S M (o 5 s 355 el Sl S
4_3LAC,._>'1:J.;Q_1&§k}j)!o:rfa.__‘fcg_b.ucl;*ﬁ;c;)l?pg.;ﬁMljﬁ-4:..~.>Jn
b Ol 25 S i) 50 alis Sb sy S el Jke 1
Pl a0l s 5 OB ls a lacstls p Jmb 55,0 sbaite pib .5 4d 4ieS (glail s

54l

odd 4B 5 L5 55yl gl s ¥ Sl 4 a5 blaazas Sloj bl ibcurog
el azdls oMt 808G b sy o b3 51 IS b Bl Laazas 4o 5 Sl
)a\)uwjo\ﬁww\.ﬁlafﬁjanAljdimduw)))bau\{
.;ﬁw,jgom@@‘suc\,éujb@@;pdmauam\;

(oo 53 4SSl i Colis L (s M) T Il b ks 55 50 (claazus slia . Jo1 40
e S mman 5 Wigh or (b s Y 3 odee 5 by ok 1 b Gl
358 W It (511 Ol 55 oo 4l ulecd 8 ai 5 ¥ 1y Lnas Iad o pite 3151 oS
5 ga5 5509 Jda 3 1y Cnlize

=1 Cands 53 ;8T i ool et oo iy o b Ol 5 2(p1B1) poponc
w3 pall (aans ;5T J) J Condy OBt b bl (a5 g0 4z 56T L)
i 35T Jos 5 oS on 6 1 (14])

K sl Ol a8 a1y a8l J g Conds 4 Sl a1 > @b
B oo nl 53l o w35 dilea K pldl sl ol Jue 53 das e
By el () =) &S -~

r(n, tK)aiue gdole carws ;o j3 Lalstls  dad 5550 olie (4 38) Gle
pois dlis (S I0le pl Lt (s 05 ST 4aS” s Sl 4 4 5 LS
NG CQNEYPESg BWRT

) 0l 03] U,Z.:Lu ol L?‘J‘lg Jde ‘J:>-‘ %) J)J:— BE



Vo Glis s poly Slags Sbtle (g5ledig

VIl 53 as 3 Glsl 08 Wiyls gl acstls , S b 33,0 ST f(n, 1) S

Dy M‘? I'(\ ,t) j"jf(\ ,t) Q)}pd‘))‘dﬁabtu

o (>1yb Joe 12! 1 Jou

oilo ( Bb 4twd Slaws n 4> 50
olile Sb 1o 4 Garas )2 0 ile oy Sy
ol Al e (g ey e (p131) roans
ATE ool o o s o 495
K plusl 31 el alo po p3 by o s 1 ool b 5 shle
oo dl o Cond s oS b
oo o ATG PN o o b 25 Candy )
fr(n,t) = Teilzl[r(n, t,k)+f(n—1,t)] i85 dsles

N . . W L& - P
Z[\]bﬁ@@%ﬂ)d}ﬁf@f L}&;f:u)}..pé\.:f(l’l,t) U""JJ‘n =Y le_/.:
fr(nt) = Tilr(l[r(n, t,k)+f(n—1,t)]

€

j:?,5,7,v,/\ JJLS‘ﬂ b f(\,t)+r(\°,Y) )‘»\-5.6'[:?‘51’1:* Ls\ﬂ dt_'.'.o Ls‘ﬂ
s 23 ¥ e S5 Oyl 50 drlons 40 (5L ¢l K= ¥ 5 Jlie (gl 2555 o
r.:il»..:u.a oslatal ¢Cowl ol d“""""";}‘;%j‘ ).>4§ f(Y',_]) Aﬁ)bu 31 QT 6l>m
ML’“‘-&J—Q":u’%—’.)‘;:""‘éb}‘c;"‘f@‘uﬂ‘fu’;"’)"3}");55‘);5"
s Ay o e Lol Do s sl 5 5 5 53 Sl a5 b iees
\Y _55-\_7-)3‘;S_w.aAﬁ.jﬁ-durbtﬁbﬂaﬁrbu’\dubjj.rj&b.bﬁ.\ﬁ\}ﬁ-
u&f&uab‘bwb‘ﬁdb&ﬁ@‘&ib‘du\a G A Lgl.hu\.:w)ﬁ).ﬁur‘)ju\.p)b

vﬁLubl:u..\CjBQAMJVLLS\@)@‘)Q\MMNA\f@OM
Lapls o (1Y) 3 g & 5 dan g2 51l Lans o 587 5 5 80k Ol e 487 45 S O0lea
23 e el o3 YUY S S edas jsba AU Oleds 4 e bl i
ubj_éu\_aé‘)b\")\\ AL ;._:.'»'JS'MC)B cAéuﬁme;CjoMrbu‘C)Lmbw

1. recursively




WAS Olis) 5wl Ot o)lad VY 095 ¢ Jlo Silidios 1

i wws (o lzel ¢Sy C atws gl o3 VY oSS A e sl el
el 0

ooy (§Laos s 3 g = 5 Ly gl 3 od 4l (slag 5 457 3 5o 4 5 il
Lol izt O b (511 M (slag 5 (V9) &S 5Len Gl 5 (110-1Y) (Sl
Sl )3 5 AU galmgan (o33 DL 05503 ol 3 codd (1L Byl ol e 93
Hmte en Sl (ol (1 b 5l 4 a) olo b Lo 2 slest 53 0,00 5 ool
g 55 o SO wlan SN (o B ¢ 55528 SaeSTL ol Jl s &S|
5 A i o 4 Gyl Sl Ly sl e oslial 5 g5 wbie (ST s
s Jlo oals § 5 o 20 Ll 5 e S B 53 o gllael S¥ged 5 5 Sl
Ay rals

il o35y 55 D sets Goluand Gl )

(Y] ol 5 Joo Bl oSS It 5l 35 (S 5lvanh (6120 500 & 5 (S Sidand —)

dr = a(b — r)dt + o\rdW

ol o 1,805 0555 4 lo 33 5o 5 55 Sk dr .ol s o5liz
i 1 53) 0 F 5 Arlee Gl 331 o & 5 AVl Hlas Sl il § o g &5
Ll b 5 ety ils bk S ¢l sla T3 AW ()

et 3 005 5 R (KL Gles o 35w £ 5 S (Sl gy w e s L
e 25 T e gl el (KL 3 s Sl 5 AT 53 Sps ety Sl
el 0l

19 S Kol (sl Jodo S 5olil Y Jouer

Ak t a b o r

S \ Y O YA T V2T I ERYAIN

W.;}Ja:ja_‘&d@mswﬁ\dudu4_34_?}51.3..\.1@&&.‘»6&}&\)\%
e ol ol 4S5 gad o3litl 50 g 5 5led e (1 S0 sladite 1 0l 5 o0
.Jﬁ-\.ﬁ‘f&ﬁb&ﬁ)}:rbu‘\

1. Wiener



Y @laads ol Slgs bl (g Sluagy

Sl slaply (8ly S DU 2 4 (o s pe o0 iman 5 Sl 81
o F 5 Sl men Vg e plal WYL Sla s G () Dollona cply A 4
23 53,5 plail alale &y oty Slbne il Joe 55 S I 55 (ol ok (5luad
Solmad o &5 e V0 (F) Sls 50 53558 (Giluard o g & 5 s Vot r 25
el o o3l sl ST Il Ve (gl ol

N
D
T = NG
N\ \\/ yd
" w\ ) T S
‘ S e
0

ol (S lwdnls (S0 49 & 5 £ 1090

F=B) CJ-&A_; (4l p oy ALY cadle ¢l Cf’ plics1e g9y & 5-Y
ol ou\.ﬁa&::x?
oA 098 Slp oS0 9395 9 A Jov
\ Y ¥ ¢ [ 1 Y A

A A LAY LAY LAY LAY AV LAY

=l SLaddes ool 5l 55 Sl g5 5 eks i 55 1S s 4 6 S obea
YU (88 Slag 5 5l omly 6B UL o 4 (o 2ws pde oy Loh s 5 035 (praded
el 0l 03zl

,'\ﬁ_;.:ﬁw;,avq,}‘opwuwﬁmg:hmosﬁauggwm#
Jodor 53 A=be 5B =Y (=Y &8 Ojpo opy el ol (53 0l Loy 8 iy
el o ]l 4 A 4 Ghate (GAE SUL > old 428 Sl he 4 a5 L Q)



WAS Olis) 5wl Ot o)lad VY 095 ¢ Jlo Silidios 1A

Baws sud Dbl >4 Jous

3 Jo! ol

A|B|C || A B C o P A B C Q &=
)93 0 v Y. Yoo | Yoo
\ A WA I VA S V.0 O IRR VA ] . . ARV VAL SN R gl 4 Y. \B AV/YZ | AP/PA
YO YRV X YE | ZAY Y Y , . Y/ | QN | YY/PA A\ Y. YV/00 | VY¥/FA
A B PAn 2 I A rON IR VA SN IOV 48 IRR 942N . . VE/PA | Q700 | /v Y. \B PE/AY | 04/
¥ VAT B vA s I 74 3 I /A O IR VIR B 77 4] . \Y/#7V | Q87 . Yo/ Y. Fa/¥Y | FO/FQ
o , Y/V& | Y/F | Y/VA . \Y/8Y . \Y/8Y | Q/VA . \Y/VE \B Yo/2Y | YY/IVE
7 . V/Ee [ Y/F | V/E . ARVA%N . AAAA AT . VY \B YY/A? | YN/ ¥
\4 . AR VAN VAR . AVER o B V/N 2 IR RV SO IR RVER § . . ARVAL G IRAVEA B IR EVAL 4

A . . \/YY . . . \RAMAREVANS VAL 4 . . . . .

CJJ‘JLQ.Q‘ Q)Ja (a‘_g oJaLAQ}C\_g J“d‘ﬁ ° ¢ C;>-A c(:\} Ja‘ C.;Lv SN LLSIP

A8 DL o b 5550 e shieds 1diwd & (GAE DbL o Mb 25s-E
o g S o3lazul b e (gl s Cnlie (gladiny 1 > Cnd A oo (4T3

Lrl’é U':'J)‘ (\ ') dj-\_‘g-)J RGN o-\_AT C,_w.M_oUhQT ‘kaﬁ u&))\ ol Lg)\_«.né\:._&

Wl ol 0ls oles atws ja glal s

Gwd B oSy M5 Sis e Jou

s ) g
Lwd =
\ Y Y ¥ o 4 \ A
A o Fv/a. YO0 | FP0Y | FPIVY | FR/A. \tZA8 \EZAR NN I (VAN £
Y. Y4/4 YAIL® YAV YA/& YAVO YAVY YA/#F YA/FO
C Y. 14/0) ARVAL S INALVAL SN ALV (N IR Vi 4| VA/PA | \4/P0 | V4/0F

)Jw)ﬁbj‘,_aMduubjsw;.@é)&ww))wws—o

el ol oj‘))T (b))b}u




A @laads ol Slgs bl (g Sluagy

o) Dlenloen 1l 457 o sad Jos Do) g0 ks (A 0 gy sy o e S
LglﬁdL“YJé!b)du?U)jwa)db\‘ 6‘jg-:~“‘db\ "",7““)}""6‘j°j€‘}
el 0l rbu‘ (elile 63\.: Awd 95

Stages (n)

1z 1
iy i%ig
States (i) ]4 1. 1.

1y 1
1s 'i.5 1s
1s i 1s

i.jr 17

ig

Ard B A Ny g .0 13903

T aars by il Gladw) o il 4 e SUL o (ad 2551 aslsl o
P25 T =Y o e b e dgdar Sl aaT sty ol (g jluand (Lo s
!
J3 4> 50 (510 sy o N Jgo
A n=\

f*(1.1)

k*(1)

fv/as

\

Yv/00

—

/00

/v

Y&/

N | [6 |—¢

Y&/V-

~v | |6 |

LY ado o s tited Slowe # U ) slacunss g ) do o 5 4575 5 0 dla>he

‘5|;|@u>fa1)>.w1>ﬁ\}>~\,vm BB sy gl alius Cudgdoms 4 a> &




WAL Ol s el )bl (VY oy cvjb Oladss

Y.

P33 4> 30 Sl g e AT Joier

B n=y
t | ty)=y | t(yv)=r | t(v)=F | t(v)=0 | t(v)=F | t(¥)=v | f*(v,t) | k*(v) | k*(1)
V| overee | vsse V&/0+ V&5 YHIEV | VEIF \idhitd Y \
\iZAY4 V&N VoY V&4 Y&/ 5 £ Y

VO/NY VO/XS | YO/YA | VOB AN f ¥

VO/FE | VO/FA | VoD YO/ % £

VO/BY | VO/FF Yo/FF v )

vo/vf vo/vf % &

&LM\c.qulJﬂuv%f&L@\O}w)JY %f)‘&éb%&b%ﬂ}

(W Jgus)
P A 0 (S 32 ) g (o AT g0
fo n=v
K*(Y) | t(r)=r | tr)=r | t(e)=d | tr)=s | )=y | tv)=A | FE(RE) | KE(R) | KE(Y) | k()
Y | YP/f? 0/v 40/4) A7/+¥ | 42/VF | 42/\) 48/ ¥ 40/V ¥ Y \
f | VO/NY QF/vY | AF/Ar AF/v7 | AF/PA | AF/PA A ¥ Y
YV | VO/vYF af/4q. af/4q. A \ 4

ad> o ol 3 dted C atus Gl p ALY gty jlwe A5 ¥ Al 0 )

Jue 3l eslinl U odeal Cowsa @lﬁﬁmé ol i dene 3,095 b W Awlie
ol 5l age 5,5 55 45,58 3l oslital 05 457 Jgame I L L gy (55 54l
(S s (sl eyl a5 Ok gome 38055 3 Sl ol dglie 0345 s

ChlB Ol 03 0 @l (61 355 o0 (b oD sy o by 4203 G B 50




| ladd s ooly Sl Sl (gladige

SY O il A ¥ 55 Jpeme 3 8055 53 by ol 3 Sy Ales aulie
S s oks 4 8 b 55 ds 3 VY 5 V) o) 3y Sl 5L 54 Ol 3 bk Y
oda ] Cwdass ol (5 lwan o ‘_gLA'CJSl{JaLJ\uLéL})')l cwws o blusl s

Lledds aslyl \\F) J)u\:- BE @L‘b ol

Solgily 229 b dng Jo @l Al V€ S

Awd GSOlgiiny JUSlw 30 Ay | AD D | A Sl 50 By R
A o 40/AY ¥ ££/0Y

B \d YA/$

C A 14/08
JS ause 40/A 4¥/%A

L;J'_i):ul}ﬁ.>J§4J))'\o:L&:,.elé.u:u.aQLJ:.S:ng)j:):a-uT@M{@L:J4“.5\.2»
3o Iy B SN GS 5 a5 358 o e Aol Ol (o3 V /Y g by

S 5 4o
2l 03,5 sl Glosl g fous T3 1 s odes ) sbar &8 ¢ Jlo st gl
iz 55 0 gy e planil La0T (i SUL 2 kS 5 1 i b Jle o ol
Ol ol s dlesls jolamsl s o a |y (b slaylsl S g 5 LG - Sl gans
SLal a5 53 5555 3 5a amie a5 515 Jdsan el els sl s
(5 el LS e (63Lesl3T et 5 (6306 O e o 51 Lo
ayls

0350 5915 gun ‘5ﬁfﬁg_¢;)t_zu n et Blosl 5l s ol ezt 5 (b s
L 3 g (65botiniin ol 5l 5 87 ol oy oSl 30 (515 0d 1 b lsles 31,
AT 3 S oy 35 Al (5lwting: SLaeSTST Sl eslital caiy 3o 03 a5 408
Sl i (g5lmatgy GLaSCSS Sl eslinal pjhis - ply Gl 5Lzl 5 1 b
4S el (gl jokin (g3l bl on S5 3 b (5500l S Ll
ay pl3l ods xS ST Sl anlizl b allie ol 535 5 eslizl 4o ol 3 Ll 5 oo

250wl el lale Gyl Hlisl wuT b (g jluag




WAS Olis) 5wl Ot o)lad VY 095 ¢ Jlo Silidios Yy

)\}w}ﬂ));ﬂdb/\@bjb})bé{ié}.})@)*).}bdb}‘)}bd\d‘j
ASJ‘JQ\_&J\_AMJ»\:_W)J.#DJﬂ)bHﬁdﬁ)MLjdbdﬂfjgﬂc{br.lb‘b

3305 s 15 O gy sy o 403 2 81 b sy o S g5 Bl (gl

STbagy ol sleniy

ol Gilwdids i 5K 1o 0 5 Ctls o) Jibe ¢S5 gl ol 5 G583 S5,
L IS5 (slag 5 05 e 3,05 5 Sl 5355 (5l sl i asilr ST
Colg 505 LBl e aais sliad 5 0o omad 5 ABL 42815 5 25 ame DY Loz
Jie Sy 5m0T 33035 oy p A g sLadd 43 s 2 0310l 5 Slaj 331 5
w gy (3305 Ly S anl p e 3,555 5l bl s el 1) (5 5 Al
L 355 5 0t 5 3lndibn 6l 505 laduts 51 015 on riopan 2555 o3liz
2 gas odlaiwl SN s

&b
1. Cornuejols G, Tiitiincii R (2005). Optimization Methods in Finance. Carnegie
Mellon University, Pittsburgh.

2. Cox C, J. E Ingersoll, S. A Ross (1985). "A theory of the term structure of
interest rate", Econometrica, Vol. 53:385-407.

3. Fabozzi F. J (2000). The Handbook of Mortgage-Backed Securities, New York,
NY: McGraw-Hill.

4. Fabozzi Frank J, Chuck Ramsey (1999). Collateralized Mortgage Obligations:
Structure and Analysis. 3rd edition. Frank J. Fabozzi Associates, New Hope,
Pennsylvania.

5. Joachim Zietz (2004). Dynamic Programming: An Introduction by Example,
Middle Tennessee State University, Murfreesboro, TN, Department Of
Economics and Finance Working Paper Series.

6. Kall P, Wallace S W (1994). Stochastic Programming, John Wiley & Sons.

7. Kourosh Marjani Rasmussen, Jens Clausen (2006). "Mortgage loan portfolio
optimization using multi-stage stochastic programming", Journal of Economic
Dynamics & Control.

8. Vasicek O (1977). "An Equilibrium Characterization of the term structure".
Journal of Financial Economics, Vol. 5: 177-188.



