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Theory and Application of Monte Carlo Filter

— Application to Stochastic Conditional Duration model ——

Hiroshi SUNADA

(Management, Social Systems Course)

The monte carlo filter is a very useful estimation method, because we can use it even if the error
term does not follow the normal distribution and /or model is non-linear. In this paper we introduce
monte carlo filter and show how to apply it to financial model. We apply it to stochastic conditional
duration model. We use tick data of golden futures on Tokyo Commodity Exchange. We estimate the
parameters and state variables by monte carlo filter. The result is almost the same as that by Bayesian

method.
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