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Types of Interest Rates

O ©J| 0l X2 (Short — Term Interest Rate)
S ABIMOZ 0H)| 1W 0| LY
% 3M =12 E (treasury bond yield)
<« LIBOR (1M, 2M, 3M, 6M, 12M), 91 days CD 22|
% Et0H Ol XFE (repo rate; repurchase agreement), CP 22l
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Types of Interest Rates

HE8IN4%E
E=MH = ol =
o - IMIED:IEEAIED—E— muc | 3 | FR5L2Y wean msa
I AIFH1HA) 108 ~ 14 273 274 0o 273 - 324 263
= AAF ) 22 ~ 3 359 361 0.0% 356 - 3.61 326
= AIH(5A) 4468 ~ 54 413 4,22 n.ov 415 - 4,22 a2
AT 0] 8 ~ 10 4.43 4.53 0.06 4,47 - 453 316
SR 204 ) 184~ 204 4.91 4.94 008 4,338 - 4.94 4.57
ZOIFE Z (5] JHEE ~ 512 | 468 4,70 0,04 1,68 0.4z 4.70 4,39
ENRSAEIE) By ~ 918 2,20 221 - 22 0.0z 272 213
EVFEH(36Z) B 278 277 0.0z 275 0.0z 3.20 263
E0HER(2H) 195 ~ 24 336 337 0,04 333 -0.02 3.47 310
gk Lol 28538 ~ 34 4,28 4.29 008 4.23 IR 4.81 412
MSI1E) g ~ 19128 3.0z a1z 003 M 034 4.26 294
AR E S A8 2458 ~ 34 138 .33 0o 738 a8 o .25
M FEE34)BEE- | 2H5E ~ 3H 12,03 12,08 0.06 11,93 8.44 12,08 11,70
coiag) N 297 297 -0.01 293 0.7 292 297
CP{ATY) BEE ~ 91& 4.23 4,34 -0.18 500 2.BE B.36 4,34

** KSDA

Types of Interest Rates

coueon  TATLE PRICE/YIELD P ANGe  TIME
3-MONTH 0.000 04/16/2009 011 /.11 o/ -.000 01/16
6-MONTH 0.000 07/16/2009 0,28/ .28 0/ -.000 01/16
12-MONTH 0.000 01/14/2010 041/ 42 o/ -.000 01/16
2-YEAR 0.575 12/31/2010 100-09%4 /72 Q0-o00 f -.000 01/16
3-YEAR 1.125 01/15/2012 100-064 /1.06 0-00 ¢ -.000 01/16
5-YEAR 1.500 12/31/2013 100-044 /147 0-00 ¢ -.000 01/16
10-YEAR 3.750 11/15/2018 112-16 / 2.32 0-00 / -.000 0116
30-YEAR 4.500 05/15/2038 132-014 / 2.87 0-00 ¢/ -.000 01/16

1 MONTH 3 MONTH 6 MONTH 1 YEAR

CURRENT * "oplorR = PRIOR  PRIOR PRIOR
FEDERAL RESERYE
Lt 25 25 1.50 200 4.25
PRIME RATE 3.25 3,25 4.50 500 7.5
1-MONTH LIBOR 36 B8 4.28 246 3.99
3-MONTH LIBOR 1.14 1.85 4.50 278 3.95
5-YEAR AAA
BANKING & FINANCE 4.33 541 6.36 492 430
=TSR GG 5.61 6.17 7.62 585 5.8

BANKIMNG & FINAMNCE

** Bloomberg




Types of Interest Rates

UK. GOVERNMENT BC

MATURITY CURRENT PRICE/YIELD

LA DATE PRICE/YIELD CHANGE TR
3-MONTH 0.000 04/20/2009 99.77 /.95 -0/ 010 0116
6-MONTH 0.000 07/20/2009 99,46 /1.09 0.004 / -.002 0118
1-YEAR 4,750 06/07/2010 104,92 /1.14 0/-.007 0116
2-YEAR 4.250 03/07/2011 105.52 / 1.60 -0 4 -.003 01/16
3-YEAR 5.000 03/07/2012 108.21 /4 2.26 -0/ -.002 01/16
4-YEAR 4.500 03/07/2013 107.62 / 2.54 -0 4 -.001 01/16
5-YEAR 5.000 09/07/2014 111.39 / 2.80 -0 4 -.001 01/16
7-YEAR 4,750 0940742015 109.98 / 3.07 04 -.001 01/16
B-YEAR 4.000 09/07/2016 105.75 / 3.15 -0 4 -.000 01/16
10-YEAR 5.000 0340742018 113.33 / 3.30 -0 4 -.000 01/16
15-YEAR 5.000 03/07/2025 109.75 / 4.16 -0/ -.000 01416 % Bloomberg
20-YEAR 4,250 12/07/2027 100.14 / 4.24 0/-.000 0118
30-YEAR 4,750 12/07/2038 110.34 / 4.14 0/-.000 0116

BANK OF ENGL, INTEREST RATES

CURRENT YALUE: 1.5
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Japanese Government Bonds

couon AT PRICE/YIELD P akce  TIME
3-MONTH 0.000 04/20/2009 99,95/ .22 -0/ .003 01/16
6-MONTH 0.000 07/10/2009 99,9/ .22 -0/ .002 01/16
1-YEAR 0.700 01/15/2010 10045 /.27 0/ -.001 01/16
2-YEAR 0.500 01/15/2011 100,27 /.37 0/-.001 01416
3-YEAR 1.400 12/20/2011 102.74 / 46 0/-.001 01416
4-YEAR 0,800 12/20/2012 100,86 / .58 0/-.001 01416
5-YEAR 0.700 12/20/2013 100,05 /.70 0/.000 01/16
6-YEAR 1,300 12/20/2014 103.06 / .77 0/-.001 01/16
7-YEAR 2.000 03/20/2016 10847 /.76 0/-.001 01/16
8-YEAR 1,700 12/20/2016 105.72 /.93 0/-.001 01/16
9-YEAR 1,500 12/20/2017 103.29 /1.10 0/-.001 01416
10-YEAR 1,300 12/20/2018 100.74 /1.22 0/-.001 01416
15-YEAR 1.800 1242042023 101.78 / 1.66 0/ .000 0116 ** Bloomberg
20-YEAR 2,100 12/20/2028 104 46 / 1.81 0/ .000 01/16
30-YEAR 2.400 09/20/2038 109.69 /1,90 0/-.001 01416

Bank of Japan Interest Rates

CURRENT ¥YALUE: 0.123
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Compounding Frequency

0 22| 8= (compounding frequency)
OIRBt S8 &= &=

A 2t= 2| (Annual compounding)
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% BHA 22| (Semi-annual compounding)

% 2|22 (Quarterly compounding)

% HA=22| (Continuous compounding)
O Ol Xl

% 1008t3 = 1482t X6t A 2 EAA

% 0l2 0lXtE
> (1) 271=2l 10.00% (quarterly compounding)

> (2) BHE=2] 10.10% (semi-annual compounding)
> (3) ¢12+=2] 10.20% (annual compounding)

> (4) ¥522] 9.90% (continuous compounding)
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Zero Rate (i.e., ZCB Rate)

m eSES
< nEH2H 0] L01H X
2E d2l30l NS

O Ol
% ()55 8] RO HOIAE0| H5=2|2 5%2H2, 100221 S 5E 2 SXIGIAS [ 24D

Of 2 &= dels2 gH=?

< (2) 2EI10 HE S O0IE OIS 2| Gl Al

. Zero rate
Maturity (years) . .
(continuous compounding)
0.5 5.0 %
1.0 5.8 %
1.5 6.4 %
2.0 6.8 %

Bond Pricing

O ML B ZEEHEHE
o M 27X 0IH0 &2#HE S &@8=s82 &M I
< Two issues
> Q) Dol A E RE &2 582
> (Q2) S THIIXIE HAtolD| Qo 26 StolE?
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Yields

10

= (Bond Yield; yield to maturity)

SRH LMGt= H2SE2 EMIIXIL THAL ABIIXIE 2H &=
HOZ Y A I O Jt=s B g

%@ (trial-and-error method)2 2 H &t (E2 MS excel &I JIs AIE)
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O AHIt=01E (Par Yield)
o THAQ JHHS MHIIQF 2 2t== EHO0IE (0l ES; coupon rate)
o QS OHMOUA S HAHIF A ERIESE| J|F)2? AE=2| J|E HHI +=2AE2?
o MAIFD HEHIL 2 E
> (1) A > HOH) = HEHIL =01 5 HHOI2
> (2) HAIPA< HHIL = HEHI} 40| TS
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BOIld Yleld — Exercise

A B Cc b E | F g H ]
1
2 “““““
3 Time to maturity = Zero rate Frincipal 100 Bond vield VO 0B78 !
4 05 5.0 Time to maturity | 2 vears
5 1.0 & Coupon rate 6% Obiective equation | 0,0000
5] 1.5 5,4 Bond price 98,39
7 2.0 6.2
8 SEZ T el B
g .
10 =& HI(E): 135 =l
11 2= [0
12 S HiE "y [HE3 5
13
14 ] e |
15
16
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Calibration of Zero Rates

O Z2ed
S QHJIDF CHfet S Ol EJtASAHEo)| RIohiA =
o NEUAN 2EH=EHHONNE S = 282 EMotK &S => A& 0IHE
ZRH = TS0t HE0I ER

O Ol Xl
o S AIEOAN 2ECEE W2 JIHE2 0t 220, OIXHE XIZole 2= Bt
St HA Q| XHE XIZ2dt= &3 Y Interest payment: semi-annually
S MO ONHE Y FHE

i

Ol

Bond Time to Annual Bond
Principal ~ Maturity  Coupon Price
100 0.25 0 97.5
100 0.50 0 94.9
100 1.00 0 90.0
100 1.50 8 96.0
100 2.00 12 101.6
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Calibration of Zero Rates

O By Bootstrap Method

(3M zero rate) 100x e 92 =97 5

K/
0‘0

(6M zero rate) 100x e R0 —94 9

R/
0.0

K/
0‘0

(1Y zero rate) 100x e % —90.0

*

% (1.5Y zero rate) 4x g Ros0x00 4 4 0 R0 1 104 e R0 _ g6 0

)
0’0

(2Y Zero I‘ate) 6 x e7R0‘50><0.50 + 6 x e*Rl.Ooxl-OO + 6 x e7R1‘50x1.50

+106xe e *® =101.6

Zero Rate (%)

04  10s% o6t 1088

10.127
s IVeturity (yrs)

0 0.5 1 1.5 2 2.5
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Example of Zero Rates

HER EER 2R aMg oMz (oM | 1 ez | 24 [ 2dem= | 33 [ 54 [ 10
S =0, UE,2|E HE 217 2.3z 253 2.74 316 3.39 3.64| 367 4.32] 465
= e L ) 1.69 2.10 243 2.81 3,32 3.66 3.97| 4.21 4.59| 507
I0FENE ILFENE 213 2.35 2.67 3.0z 3.56 3.9z 4,200 444 479 0,00
| uri MEEMEE |MEEAMEE 2,31 258 2.96 3.21 375 418 445 464 515 0,00
K|S = Al 231 258 2096 321 375 416 445 464 515 563
{ bk FEEE 264 302 3.20 341 .86 4.09 4,25 440 515 557
CAAA IR, 7R 267  3.06 3.33 345 3,90 4.13 4,30 444 5.22 561
- A ZOHY A 2,70 3.09  3.34 347 3.92 4185 4,32 450 5.24 5.64
E=xilf bt 3.02 340 371 3.87 4,38 4.60 4,83 5.00 5.62 6.02
AA0 309 345 379 3,93 444 467 4,91 5.08 5.72 616
= 311 348  3.82  3.98 449 4,73 4,95 5,15 5.82 6.22
Hz=EH HzEH 261 2.68 2.7 3.09 359 3.9z 4,24 441 5.01 558
ENEH E0SH EoEH 221 2,38 2.59 2.80 321 340 0.00  0.00 000 0.00
SEHE(MZA Y | (AL MSH 2,37 2.2 3.00  3.29 .99  4.30 446 453 516 567
FEIESMH) | (MAESH 241 2,71 3.08 3.39 4,10 440 4,55 4,70 5.26 5.50
SHELL hA4 2,70 3.6 342 361 4,25 456 4,72 4,87 5.59 631
Bt 307 363 309 4,22 4,59 522 538 5.55 628 7.01
SEM | (2% | S2SMHE s 3.23 3.83 4.23 4.51 517 5.51 .67 5.82 6.56| 7.29
b= 3.33 3.96 4.36 4.66 5,30  5.64 5.80 598 672 7.50
bt 343  4.03 444 4,75 540 5.75 5.92 610 6.85 7.74
SEHEMAE & 351 4.1 454  4.84 549 5.84 £.00 &1% 6.96 7.58
- 358 418 462  4.94 558 5.5 611 631 7.08 &.01
** Fnguide
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Example of Zero Rates

=a=
=L TT
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M BME [9ME | 13 1EeME | 24 [2deMZ | 39 | 54 | 104

=M II{FE

FHEMHE

THEHHZE

S EEBREHE

Z| AR |

TE S AL

FHEMHE

SHELHE

= ESBBEHE

HEAMb

HEAMHE

HELM'E

4,02
4.13
5.40
5,52
5.62
5,81
642
g.05
316
3,51
3,70
4,03
4,23
4,34
4,46
4,94
5,35
&.06
3.14
3,51
3,74
4,09
4,29
4.43
4,72

.88
4.97
6.69
6.82
.94
7.14
7.79
2.50
346
3.88
4.21
4.56
.90
5.01
5.18
5.79
6.30
7.14
344
3.91
.30
4.65
5.00
5.13
547

5.23
5.33
717
7.30
743
7 .64
8.36
10.06
3.69
4.20
4.61
5.05
547
5.64
5.81
6.54
711
g.03
3.68
4.21
4.66
5.10
5.55
577
6.11

5.43
5.58
7.63
7.80
7.94
8.17
8.94
10.68
3.82
.40
4.85
5.38
5,87
6.05
6,24
7.08
7.78
8.77
3.89
4.48
4.95
5.48
6.00
6.27
6,04

£.09
6.23
8.28
g.48
.62
g.89
.68
1142
4,32
5.05
5.74
6.36
6.89
713
7.39
8.30
.19
10.34
4.38
5.13
5.682
645
6.95
731
778

6.59
6.76
g.60
g.82
g.97
9.29
10.15

—
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o
]

6.92
741
8.93
9.14
9.30
964
10.55
12.32
4.90
5.84
6.60
.35
797
g.34
8.71
10.01
10.99
12.35
5.00
5.96
6.65
7.45
g.08
8.55
9.22

7.4z 790 .76
7.33 8.08 8.97
9.11 9.61 1048
9.34  9.52 10.72
9.53  9.99 10.36
9.85| 10.66| 11.92
10.86 11.88 13.72
1z2.64 13.70 15.71
5.05 5.60 6.7
5.98 647 7.07
6.78| 7.37| 7.96
7.57  8.09 B8.65
8.23 8.64 9.25
8.62] 9.3 9.55
5.99) 948 10.03
10.48 11.06 11.55
11.49 12.26) 12.96
12.93) 14.01| 14.94
5.5 5.71| 6.32
6.12 6.60 7.35
6.8 7.50 8.25
7.69| 8.25 9.0
844 895 9.88
8.9  9.59 1048
9.76 1040 11.43
** Fnguide
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Forward Interest Rates

O A% 0| X8 (forward rate) 2 H 2
o SIS RO0/HE OIAME 2EHCZRH =8 DI EE D12 22 0| X2

O Ol Al
OtJ| LOIEOINS(HE0IXE, H %) HTO0IRE (Y %)
1Y 3.0%
2Y 4.0 %
3Y 4.6 %
4Y 5.0 %
5Y 5.3 %
0042 _ n003:d o fy2x1
0.046x3 0.04x2 _ 4 faaxd

e =e X e

TZ_Tl) = lesz — RZ-I|:2 _-FlTl
27 1

eReT: — oRTy o frym, (

17

O FRA (forward rate agreement)2| &
< Olgh S3 IS0t 2HE 232 XY
X (30))8t M & H ot

O FRAZ2| &<

(D Lender:  Lx(R, —R, )x(T,~-T,) & Rg= FRAJS 01X
RM S A7 OledIze A8 0K 8

@) Borrower:  Lx(R,, =R )x(T,~T,) S ox8e (T,T) )= =212

O Ol Xl
38 S0 A2 1€VS W0 3K 2 SN DN G SR
+ BT§ 33 B0 AIXGHS 304 & =32 AH(FRAS 4%(201=2l)et D &

< (1)3F = & X 3HE OIXE0! 4.5%0(&H?

< (2) 33 = A X 3JHE OIXHE0l 3.5%0(EH?
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O Ol Xl

7
°
R/
0.0

R/
0.0

slide 62| A& OIXtE 2 IIHE
1E~2E ALOIOI 192 AZ0 CHoll & 6% (H2t=2] J|F) 0| A2 &= FRA X &
FRAS| JtXl=?

> (step 1) 1~2 AFOI2] 8 0| XHS H A&

> (step 2) ¥2t=2| (annual compounding) )| E=LZ M&tst 80| NHE2?

> (step 3) value of FRA?
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Term Structure of Interest Rates

O Term Structurel &2
g0 ME olES 28 2=
SHo OeE 22

» Upward sloping curve

0‘0

®
0'0

» Downward sloping curve
» Flat curve

O JI2t 22t 85 OIK=E

0‘0

&gk 2 M (Upward sloping): R,>R = f,_ R, YTM
5tet 24 (Downward sloping): R, <R = f,_ R YTM

O JI12F2 200 Chiet Jt&

Y/
0‘0

R/
0’0

S B I|§ b4 (Unbiased expectations hypothesis)
> S80I XME2 JIU &2l E (expected future zero rates) 1t 2 C

S &4 A5 (Liquidity preference) / Z 2|01 It ( premium hypothesis)
> HACO0IXE2 JIHEIELLE =L,

AZE&28ItA (Market segmentation hypothesis)

> e SI &) 0lee 24 SEHezE 2EEU 20






