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Modelling the dynamic behaviour of yield curves and risk neutral densities is an important topic in
finance, as interest rate modelling and option pricing are two of the most important quantitative tools
for financial engineering and risk management. We model the yield curves and risk neutral densities are
functional time series — a sequence of functional or distributions observed over time. Their dynamics is
modelled through a driving latent process. Statistical inference is based on Sequential Monte Carlo
method. Empirical results will be presented to demonstrate the properties of the proposed approach.
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