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quantity is rt, the instantaneous interest rate. In particular, if we take PayoﬁT = 1, we obtain the Zero-Coupon Bond Interest rate models: Paradigms shifts in recent years 5 There are a number of popular interest rate models, and several of these are special cases of the general affine model, for which u – λw = a(t) – b(t)r and w = (c(t)r – d(t))1/2; a table of these special cases can be found in §46.2 of [10].
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