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Hull-White Trinomial Trees

Build an application in Excel/VBA 

to valuate Contracts as Hull-White 

with trinomial trees.
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Stage1.Building the Tree
i The Hull-White mode
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Stage1.Building the Tree

Construct trinomial trees for      and followed the 

process: 

when           , the variable                        is 

normally distributed.                             
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Stage1.Building the Tree
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The initial Tree will 

be built like this





Stage1.Building the Tree

• First, establish                 from the data.

• Second, calculate                     

the smallest integer greater than
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Stage1.Building the Tree

Third, calculate the transition probabilities 

in the tree, and we need some formulas.



Stage1. Building the Tree
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At the top node          the 

transition probabilities are: 
maxj



Stage1.Building the Tree

At intermediate node the 

transition probabilities are:
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Stage1. Building the Tree

minj
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At the bottom node       the 

transition probabilities are: 
minj



Stage2. Fitting the Tree

Define                                                                  
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=initial period interest rate 
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Stage2. Fitting the Tree
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The Final Tree will be 

like this





Thank you!


