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Abstract

here is a growing corpus of literature on the use of machine learning in yield curve analysis and

prediction, with many highlighting the performance gains of machine learning models over standard
econometric analysis. The study presented is the first to apply machine learning methods to the context
of Philippine yield curve. Several machine learning models were implemented in analyzing the different
tenors of Philippine Treasury securities: k-nearest neighbors (kNN), random forest, and support vector
machines (SVM). These were compared to standard sensitivity analysis using ordinary least squares
(OLS) estimation. The results are promising in that the machine learning models significantly explain
the variation in all tenors. The results also highlight the potential benefits of using machine learning
approaches for yield curve forecasting, particularly in stress testing practices and fixed-income fund
pricing. Given the applicability of machine learning methods to the Philippine context, the benefits can
also be extended to yield curve analysis of emerging sovereigns in southeast Asia.
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