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ABSTRACT

In this paper, we find analytic formulas for range accrual notes and spread range accrual notes

in the context of the affine term structure model. Two important implications in hedging

market risks are derived: Firstly, the hedging strategy for range accrual notes significantly

depends on the choice of the underlying interest rate model. Secondly, the ambiguity of the

correlation between underlying interest rates of spread range accrual notes can give a big

difficulty to the traders in valuing them.
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