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Abstract 

This paper gives a selective overview on the functional coefficient models 

with their particular applications in economics and finance. Functional 

coefficient models are very useful analytic tools to explore complex dynamic 

structures and evolutions for functional data in various areas, particularly in 

economics and finance. They are natural generalizations of classical 

parametric models with good interpretability by allowing coefficients to be 

governed by some variables or to change over time, and also they have 

abilities to capture nonlinearity and heteroscedasticity. Furthermore, they 

can be regarded as one of dimensionality reduction methods for functional 

data exploration and have nice interpretability. Due to their great 

properties, functional coefficient models have had many methodological and 

theoretical developments and they have become very popular in various 

applications. 
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