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Abstract

We present four new methods for approximating the drift in the LIBOR market model

when performing very long steps. These are compared with a variety of existing

methods, including PPR, Glasserman–Zhao and predictor–corrector. We find that two of

them, which use correlation adjustments to better approximate the drift, are more

effective than existing methods.

Keywords:

Financial mathematics Financial modelling Financial simulation Financial engineering

Derivatives pricing Derivative pricing models



 

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/subjects/economics-finance-business-industry
https://www.tandfonline.com/journals/rquf20
https://www.tandfonline.com/loi/rquf20
https://www.tandfonline.com/toc/rquf20/8/4
https://www.tandfonline.com/toc/rquf20/8/4
https://www.tandfonline.com/journals/rquf20
https://www.tandfonline.com/author/Joshi%2C+Mark
https://www.tandfonline.com/author/Stacey%2C+Alan
https://doi.org/10.1080/14697680701458000
https://www.tandfonline.com/action/clickThrough?id=5931&url=%2Fr%2Fsubjectsample-efbi&loc=%2Fdoi%2Fabs%2F10.1080%2F14697680701458000&pubId=41213900&placeholderId=1074&productId=3092
https://www.tandfonline.com/doi/full/10.1080/14697680701458000?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/14697680701458000?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/14697680701458000?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/14697680701458000?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/14697680701458000?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/14697680701458000?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/14697680701458000
https://www.addtoany.com/share#url=https%3A%2F%2Fwww.tandfonline.com%2Fdoi%2Fabs%2F10.1080%2F14697680701458000&title=New%20and%20robust%20drift%20approximations%20for%20the%20LIBOR%20market%20model%3A%20Quantitative%20Finance%3A%20Vol%208%2C%20No%204
https://www.tandfonline.com/keyword/Financial+mathematics
https://www.tandfonline.com/keyword/Financial+modelling
https://www.tandfonline.com/keyword/Financial+simulation
https://www.tandfonline.com/keyword/Financial+engineering
https://www.tandfonline.com/keyword/Derivatives+pricing
https://www.tandfonline.com/keyword/Derivative+pricing+models
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1


Related Research Data

Martingale Methods in Financial Modelling

Source: Unknown Repository

Interest Rate Models Theory and Practice

Source: Unknown Repository

Brownian Motion and Stochastic Calculus

Source: Unknown Repository

Continuous-time term structure models: Forward measure approach

Source: Finance and Stochastics

Risk-Managing Bermudan Swaptions in a LIBOR Model

Source: The Journal of Derivatives

The Market Model of Interest Rate Dynamics

Source: Mathematical Finance

LIBOR and swap market models and measures

Source: Finance and Stochastics

Arbitrage-free discretization of lognormal forward Libor and swap rate models

Related research 

Recommended articles Cited by 

18

People also read

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252Fb137866&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252F978-3-662-04553-4&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252F978-1-4612-0949-2&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252Fs007800050025&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.3905%252Fjod.2004.391035&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252F1467-9965.00028&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252Fs007800050026&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252Fs007800050002&type=Scholix


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

   

Keep up to date

Register to receive personalised research and resources by email

Copyright © 2026 Informa UK Limited Privacy policy

Cookies Terms & conditions Accessibility

Registered in England & Wales No. 01072954 

5 Howick Place | London | SW1P 1WG

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
https://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://privacy.informa.com/trackers/en/
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

