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This handout is written by students and is
not intended to replace university materiais.

It is a useful tool for studying the subject, but
it does not guarantee the same
comprehensive and complete preparation for
passing the exam as the materials
recommended by the University.

The content may contain errors and has not
been reviewed or approved in any wvay by
the instructors. It is recommended that it be
used as a supplementary resource, in
conjunction with the official sources and
materials indicated in the exam syllabus.
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What do you get if you lend 1€ today for 1 year?
What is the amount you have to pay if you borrow 1€ today?
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What is the value TODAY of 1€ receivedint + 1?

todow s & AYRRE 00NN OON'S T4
e — A+YiS
A < =

/1+ tﬂ/t


markolano


And what if that € is received two years from now (t + 2)? é
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Sovereign Ratings List

Moody's ratings [+] S&P ratings [+] Fitch ratings [+]

United States [+] raa T -+ AAA > VQ/\.Y Qa@
United Kingdom [+] I /-2 I A I A
Germany [+] Aaa AAA AAA
France [+] I /o2 I A I A
Japan [+] Al A+ A
Spain [+] Baa1 A- A-
Italy [+] Baa3 | BBB BBB
Portugal [+] Baa3 I ! BBB | BBB CRRR k0 R TUNK oS
Greece [+] I s I  E—— - —>
(QurNg UUSTR)

Lok Qf £1ne 00N uiniGh Ee konal ProMTES £ NRKR ERYNANES o e hoRon
o D1flroNt matu rfEy = oeeAenk PAICES => dkeRUeNt RETURNS
710l (50 MRBUNTEY) of cun D-yase bandl (N-yon AR @kQ)

It 0ok (OKC MTOAEORed WikN &L bonok Wit mekuctgy 0 yooxs
(SUNQGE SMUSL INEANRR/E toke kol by the oondl)
> o AenodkR ko SO yeexe
o Boous O NATORITY
—3TBUMR (o MK (PfsK povitum=0)
Qe pruekuse of tatesk ke or 1ol aueve
tne Mletion bR mskuciyy ol yfedd
It contauns mseAUl EAfomatin Dbout PAYA'S SpPeetet’/ansS

BB VIELDOORVE
(QIA P ON (LU ity —y 7k
%(H’o SHOULE PROpARS KPCAALTONS —>(1Q N pnedeck fn@d%mmce


markolano


| omarcnz024
AAArated bonds @ All bonds ~ Select maturity v \/l E}D‘: M& ”\kQ/\Q S)k m@ GS?d QN M >/

Spot ':“‘—‘ | Instantaneous forward | Par yield Curve | Yields | Parameters kD(BS
= QORI 10NQS expeCkaX tons O prios
; (st 9IS KERCK)

o e MU £wo 18K aurvel
. L (1KY &l (TRKless bonas)

Residual maturity in years

1100 cune ColISPSR of dehmen BOEn(S Lnnctsl orkiS
I 25 July 2008 I 25july 2008 l 25 August 2008 B

¢ AAA rated bonds © All bonds  Select maturity ¥
< AAA rated bonds 0 All bonds  Select maturity ¥ elect maturity

Spot rate | Instantaneous forward | Par yield Curve | Yields | Parameters Spot rate | Instantaneous forward | Par yleld Curve | Yield Parameter
oy - a
/

£ e ,/
(> poop etk
= s

4 . QA tnterst

¥ roke by ce,

3 204

s 0 e(% R QX PO

0 2 4 6 s 0

° : * . ° = Residual maturity in years
Residual maturity in years QQ\ S\S

1§ SI0PQ €8 o8t i 8 ALY HOMOON NGNA IKQRSE o

exeetk 0 CAINIES 2 @S AN UG INEOQSE (oke
ez 13

' 25 July 2008 l 25 August 2008 ‘ 16 September 2008

¥ AAA rated bonds [ Allbonds  Select maturity v

Spot rate | Instantaneous forward | Par yield Curve | Yields | Parameters

] Q@ showa

& 44+

s 7 ootk SO RIS

. 200w £
YITMD QUIYO (OSAES #0 OKPCAALTONS
NSk SYAUKS expeck douk Fucum
: y : . - 0 negerfre SIoMR3 OXPAtt QOWN YIED ( §i)

Residual maturity in years

BUL UR QN (Ot @XPARKING O AEITSs
GoaQ 2% Ll SrfQ (LS N0 TS 3%
N QxpLk 3 L 3TN today ¥ 1% QLA OIS kO 2 yRIT 500
AIANS Pt ¢t BN FURUNC, Opr @2 T BCeAUSR WO
ARe Qnogn £0 THREET tNFIOLION (ke

Alice Elliston


markolano


THE TERM SPRERD N0l RECESSION
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term spread PR CRISIS
3 | = difference between 10-

year and 1-year Treasury
yields from January 1955
7] to February 2018
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The term spread—the difference between long-term and short-term interest 000 IN DOQEXPGC‘CQ'(\ONS
rates—is a strikingly accurate predictor of future economic activity. LOx 0K Coran Q(\’YgQ?kadcej

every U.S. recession in the past 60 years was preceded by a negative term spread,
that is, an inverted yield curve.
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