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Abstract
We provide an asymptotically efficient algorithm for the improved simulation approach of Durham and Gallant (2002). The tradeoff between the number of imputed values and the number of simulated paths given a limited computer time is given. The efficient simulation-based algorithm is compared numerically with the closed-form method introduced in Aït-Sahalia (2002, 2004). We then compare the two approaches in the context of financial applications, where the fitted diffusion model has unknown transition density and has no analytical variance stabilizing transformation.  
