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L atent Var iables, M acroeconam ic Var iablesand the D ynam ic
Term Structure of Interest Rate : An Empirical Analysis Based on DRA M odel

W u Jilin Jin Yiging Zhang Erhua
(Xiamen University) (L ishui University)  ( Shanghai University of Finance and Econamics)

Abstract: Fram the financial and macroeconamic pergective, this pgper enploys DRA model o study on the relationship betveen
latent variables, macroeconanic variables and the tem structure of interest rates The impulse - reponse function is used o show the
mutual shock effects between latent variables and macroeconamic variables aswell as the shocks o yield curves W e al$ use variance
decamposition o analyze the contributions of latent variables and macroeconamic variables o the proportions of yield forecasting
variance LR test shows there exists dynamic interactions beiveen the macroeconamy and the yield curves, however, the influence of the
yield curve ismuch stronger

KeyW ords LatentVariables M acmeconamic Variables Tem Structure of Interest Rates mpulse - reponse Function; V ariance
D ecomposition
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