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azard Takahashi (2011,APFM)

We consider the conditions under which the estimators obtained impliedly by
calibration. The underlying theory is presented by Takahashi (2011, APFM),the results are given under the
Martingale Measure though.Takahashi(2011) considers only a special case, where the default is independent
from the other economic factors underlying the basic model. In this case, Martingale measure is equal to
the real world probability. We consider the methodof Ross, which is ﬁroved to be not suitable for our
problem. We consider the measure change, Radon Nikodym theorem and the strong law of large numbers are
key tool. We shall consider more realistic case in the next project.
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In order to control the remainder term, the trick here is to replace the event {t > (} by (v < ¢} the
second term inside the expectation sign in the equation (9). This comes from the observation that for
the most of the interesting application, the value of ¢ {s less than | (years) and the probability of the
event (T S 1) under @ is subsiantialty small. It follows that we may consider the third term on the

right most side of (9) as a remainder. We next use Schwartz inequality,
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