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given observed yields y; in time t for maturities 7 = 1, ..., N.
At each point in time, we can estimate: By, B;, B, and A.

Return space Factor space

1/ Diebold and Li (2006). Forecasting the term structure of government bond yields, Journal of Econometrics, 130, 337-364.
2/ Nyholm (2015), A rotated Dynamic Nelson-Siegel model with macro-financial applications, ECB Working Paper Series, No 1851.
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