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In this paper, we propose a new dynamic implied copula model and report the usefulness of our new model based on analysis 

of iTraxx EUR data. We can improve the accuracy of price estimation by our new model compared with the dynamic implied copula 

model proposed by Ando,M., Tsuda,H., Tanokura,Y., Satou,S., and Kitagawa,G. (2009), which can obtain information for 

Collateralized Debt Obligation (CDO) prices. Our main idea is to apply the concept of the time dependent Markov model by 

Kariya,T. and Tsuda,H. to a dynamic implied copula model. From the empirical results, we find useful evidence that our new model 

performs well for the estimation and prediction of the individual CDO prices. 
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          0.3

Variance Standard
deviation

Average
 of spread

Standard
deviation
÷Average

Mez 1 161.97 12.727 109.0 11.68%
Mez 2 30.44 5.517 56.8 9.71%
Mez 3 26.69 5.166 35.0 14.78%
Senior 3.22 1.795 16.1 11.16%

          0.3

Variance Standard
deviation

Average
 of spread

Standard
deviation
÷Average

Mez 1 382.289 19.552 187.7 10.42%
Mez 2 72.641 8.523 114.2 7.46%
Mez 3 60.572 7.783 72.5 10.74%
Senior 6.573 2.564 33.5 7.65%
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