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Analysis of the Term Structure of Bill Interest Rates Based on the Dynamic Nelson-Siegel Model
CAI Zhihong

(School of International Politics and Economics, University of Chinese Academy of Social Sciences)
Abstract For financial institutions, including commercial banks involved in the secondary market of bill
transactions, predicting the term structure of bill transfer discount rates holds significant importance. This paper
presents a state-space formulation of the dynamic Nelson-Siegel model for the transfer discount rates of bank
acceptance bills, which are accepted by both state-owned and joint-stock banks. Through empirical analysis, it is
observed that this dynamic model effectively predicts the term structure of these bill transfer discount rates. These
findings are of particular significance for financial institutions seeking to enhance their internal pricing mechanisms
for bill transfer discount rates.
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