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Kernel (2) Bivariate

new; cls;
n=3000;
Sig={1 0.2 0.3,
0.220.6,
0.30.6 3};
Z=rndn(n,3);
X=Z*chol(Sig);0 000 /* (nx 3) x (3 x3)*
print vex(X);

0.99104409 0.19521450 0.30468144
0.19521450 1.9860461 0.59426691
0.30468144 0.59426691 2.9520589

Cholesky

Cholesky
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new; cls;

n=3000;
mu={1 3 0O-2};
Sig={1 00.2 00.3,

0.2 02 0O0.6,

03006 O3}
X=rndmnorm(n,mu,Sig);
print meanc(X);

print vex(X);

proc rndmnorm(n,mu,Sig);
local Z,X;
Z=rndn(n,rows(Sig));
X=mu+Z*chol(Sig);

retp(X);
endp;
1.0058823
3.0418584
-2.0450070
0.95363234 0.20623632
0.20623632 1.9499005
0.31073076 0.60060296
procedure
9] o]
y
(nx ) (Ix ) (x )

0.31073076
0.60060296
3.0543620

X=mu+Z*chol(Sig);

Light

chol(Z )
( )

X



Cholesky
Cov(X1, X2)
p =
JVar (X2) Var (X2)
X 2
p
p
U=X1
V = pX1+41- p2X2
o
new; cls;
rho=0.9;

X1=rndn(1000,1);
X2=rndn(1000,1);

U=X1,
V=rho*X1+sqrt(1-rho”™2)*X2;
library pgraph;

graphset;

_plctrl=-1;

xy(U,V);
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U=x1
V = pX1+4/1-p2X2

X

Vo L)ool

2

Cholesky
X1 X2 Cholesky

X X

Cholesky

new; cls;

rho=0.7;



Sig=1~rho|
rho~1;
print chol(sig)’;
print" rho="rho;
print "sgrt(1-rho”2)=" sqrt(1-rho”2);

1.0000000 0.00000000
0.70000000 0.71414284
rho= 0.70000000
sgrt(1-rhon2)= 0.71414284
P
CDF
x) 2
new; cls;
n=5000;
rho=0.7;

X1=rndn(n,l1);

X2=rndn(n,1);

U=X1,;
V=rho*X1+sqrt(1-rho™2)*X2;
library pgraph;

graphset;

pggwin auto;

_plctrl=-1;

xy(U,V);

call hist(cdfn(U),19);

call hist(cdfn(V),19);
xy(Finv(cdfn(U)),Finv(cdfn(V)));

proc Finv(x);
retp(sqrt(x)); /* Triangular case */

endp;
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new; cls;
n=5000;
rho=0.7;

df=3;
X1=rndn(n,1);
X2=rndn(n,1);



U=X1;

V=rho*X1+sqrt(1-rho”2)*X2;

library pgraph;

graphset;

pggwin auto;

_plctrl=-1;

xy(U,V);

xtics(-4,4,1,0);

ytics(-4,4,1,0);
xy(Finv(cdfn(U),df),Finv(cdfn(V),df));

proc Finv(x,df);
retp(cdftci(1-x,df)); /* student-t with degree of freedom df */
endp;
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log-normal multivariate

exp

new; cls;
n=3000;

mu={0 0 0};
Sig={0.9 0.2 0.3,

021 0.6,

0.30.6 1.2}
X=rndmlnnorm(n,mu,Sig);
library pgraph;
graphset;
pggwin auto;

_plctrl=-1;

xlabel("X1"); ylabel("X2");
xy(X[.,11.X[.,2]);
xlabel("X1"); ylabel("X3");
xy(X[.,11.X[.,3]);
xlabel("X2"); ylabel("X3");
xy(X[.,2].X[.,3]);

proc rndmlnnorm(n,mu,Sig);
local Z,Y,X;
Z=rndn(n,rows(Sig));
Y=mu+Z*chol(Sig);
X=exp(Y);
retp(X);

endp;

procedure

exp(Y)

log-normal

multivariate normal



log-normal dependence



multivariate normal

0.3
100

new; cls;
n=20;
times=100;
s2=0.3;

call diversification(n,times,s2);

proc diversification(n,times,s2);
local varQ,varl,theovar0,theovarl,i,rbar,j,cov,s;

/* uncorrelated case */
varO=zeros(n,1);
theovarO=zeros(n,1);
i=1;
do while i<=n;

rbar=zeros(times,1);

=1

do while j<=times;
rbar[j]l=sumc(rndn(i,1))/i;
j=itL

endo;

varO[i]=vcx(rbar);

theovarO[i]=1/i;

i=i+1;

endo;

[* correlated case */
varl=zeros(n,1);
theovarl=zeros(n,l);
i=1;
do while i<=n;

rbar=zeros(times,1);



=1
do while j<=times;
cov=s2*ones(i,i);
cov=diagrv(cov,ones(i,1));
s=chol(cov)";
rbar[j]l=sumc(s*rndn(i,1))/i;
j=it+L
endo;
varl[i]=vcx(rbar);
theovarl[i]=(1-s2)/i+s2;
i=i+1;
endo;
/* graph */
library pgraph;
graphset;
xlabel("n");
ylabel("Var");
_plegcti={2 7 3 4};
_plegstr="theoretical(uncorrelated)¥000simulated(uncorrelated)
¥000LowerBound(correlated)¥000theoretical(correlated)¥000simulated(correlated)";
xy(seqa(1,1,n),theovar0~var0O~s2*ones(n,1)~theovarl~varl);
retp(varO~varl);
endp;
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Cholesky
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new; cls;

S01=100; S02=100;

mul=0.10; mu2=0.10;

sig1=0.40; sig2=0.40;

rho=0.7;

delt=1/252;

n=252;

call corrgbr(S01,502,mul,mu2,sigl,sig2,rho,delt,n);

proc corrgbr(S01,S02,mul,mu2,sigl,sig2,rho,delt,n);
local Sig,e,v,St1,5t2,i;
Sig=sigl”™2~sigl*sig2*rho]|
sigl*sig2*rho~sig2/2;
e=rndn(n,2);
v=e*chol(Sig);
St1=S01]zeros(n,1);
St2=S02] zeros(n,1);
i=1;
do while i<=n;
St1[i+1]=exp((mul-(sigl”™2)/2)*delt+v[i,1]*sqrt(delt))*St1[i];
St2[i+1]=exp((mu2-(sig2”°2)/2)*delt+v[i,2]*sqrt(delt))*St2[i];
i=i+1;
endo;
[* graph */
library pgraph;
graphset;
title("Correlated Geometric Brownian Motions");
xlabel("n");
ylabel("St");
xy(seqa(0,1,n+1),St1~St2);
retp(St1~St2);
endp;
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Corrglated Spameiric Brownian Moliong
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new; cls;
vol=35;

S0=100;



mu=0.10;

sigi=0.40;

rho=0.7;

delt=1/252;

n=252;

call mgbr(vol,SO,mu,sigi,rho,delt,n);

proc mgbr(vol,S0,mu,sigi,rho,delt,n);
local Sig,e,v,St,ij;
Sig=sigi*sigi*rho*ones(vol,vol);
Sig=diagrv(Sig,sigi™2*ones(vol,1));
e=rndn(n,vol);
v=e*chol(Sig);
St=S0*ones(1,vol) | zeros(n,vol);
i=1;
do while i<=n;
=1
do while j<=vol;
St[i+1,j]=exp((mu-(sigi™2)/2)*delt+v[i,j]*sqrt(delt))*St[i,j];
j=itL
endo;
i=i+1;
endo;
[* graph */
library pgraph;
graphset;
title("Multivariate Geometric Brownian Motions");
xlabel("n");
ylabel("St");
xy(seqa(0,1,n+1),St);
retp(St);
endp;
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vol

vol

p 0.7
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rndseed ;
ytics(0,250,20,0);

ytics

vol

1/252
St

Xy
rho

250 20



