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"A potential limitation of diffusion models of the risk factors X is
that the resulting (affine) DTSMs may not match the higher-order mo-
ments of bond yields. While adding jumps would help in this regard,
jump-diffusions may not generate persistent periods of "turbulent” and
"quiet” bond merkets. To fit such patterns in historical yields, Hamil-
ton (1998), Gray (1996), and Ang and Bekaert (2002), among others,
have had some success using switching-regime models. ”
(Dai and Singleton, 2003, p651)
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