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A Model of Estimating Risky Bonds Based on Fault Intensity Process
Xiang Mingyin',Luo Chun?
(1.Department of Mathematics, Huangshan University, Huangshan 245041, China;
2.Department of Mathematics, Shanghai Institute of Technology, Shanghai 200235, China)
Abstract: Regarding fault as a stochastic intensity process with uncertainty, and taking the relation be-
tween fault intensity and risk—free rate of interest into consideration, the author (See Reference Books No.
1) discarded the traditional assumption that firm value should abide by the constant diffusion process, over-
came the limitations in the structural model of the Option Pricing Theory proposed by Black—Scholes and
built a model of estimating risky bonds based on fault intensity process in an attempt to offer a practical
pricing method for bond with fault risk. However, obvious mistakes are found in the model and this paper
aims to correct these mistakes.
Key words: Risky Bond; Fault Intensity Process; Estimation
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