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FINM 32900 &% Case Study: Yield Curve

ZERO-COUPON YIELD CURVE

CROSS-SECTION SUMMARY

ares: | Vit
g catsci | € xco. e
L] entia|latuy [

Fitted Nelson-Siegel-Svensson spot curve compared with

the Federal Reserve'’s published SVENY estimates
(Gurkaynak, Sack, and Wright 2007).

Zero-Coupon Yield Curve
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TERM SPREAD OVER TIME

The 10-year minus 1-year zero-coupon spread captures the
slope of the yield curve. A negative spread has historically

preceded recessions.
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Summary statistics for Treasury notes and bonds on the

analysis date, after applying the GSW filters.

Statistic Value
Bond Count 294
Mean Yrs to Mat 7.1294
Median Yrs to Mat 3.5811
Mean Coupon (%) 3.2662
Mean Price ($) 95.6025
Mean Duration 1990.8123
Mean Error ($) -0.0040
Std Error ($) 0.2440
Mean Error (%) -0.0075
Std Error (%) 0.2834

TOP 5 RICH BONDS (BY $)

CUsIP Coupon  Maturity YrstoMat  Error($) Error (%)
912810PW  4.375 2038-02-15 12.1 +1.08 +1.06
912810FT 4.500 2036-02-15 10.1 +1.06 +1.02
912810PU 5.000 2037-05-15 114 +1.04 +0.98
912810PX 4.500 2038-05-15 124 +1.03 +1.01
912810PT 4.750 2037-02-15 111 +0.94 +0.89
CUsSIP Coupon  Maturity YrstoMat  Error($)  Error (%)
912810RE 3.625 2044-02-15 18.1 -0.72 -0.82
912810RC  3.625 2043-08-15 17.6 -0.71 -0.81
912810RD  3.750 2043-11-15 17.9 -0.70 -0.79
912810RG  3.375 2044-05-15 184 -0.69 -0.83
912810RH  3.125 2044-08-15 18.6 -0.67 -0.83




TOP 5 RICH BONDS (BY %) METHODOLOGY

CusIP Coupon  Maturity Yrsto Mat  Error($) Error (%)e Model: Nelson-Siegel-Svensson (NSS) parametric yield
912810PW 4375  2038-02-15 12.1 +1.08 +106 curve with 6 parameters (1, 72, fo, - . . , B3).
Zggigﬁ? }égg 5822‘82‘12 ig‘l‘ +(1)‘(5)2 +1~8go Optimization: Minimize duration-weighted sum of

. - - . +7]. +1. .. - .
012810PX  4.500 5038-05-15 124 +103 101 squared pricing errors, per Glirkaynak, Sack, and Wright
912810PU 5000  2037-05-15 11.4 +1.04 +0.98 2007.

o Filters: Exclude T-bills, callable bonds, on-the-run/first
off-the-run (post-1980), bonds with <3 months to
maturity, and 20-year bonds (post-1996).

TOP 5 CHEAP BONDS (BY %) e Rich/Cheap: Error = Actual Price — Model Price. Positive

error = bond trades rich (above fair value); negative =
cheap.

CUsIP Coupon  Maturity Yrsto Mat  Error($)  Error (%)

912810RH _ 3.125 2044-08-15 186 067 083 ® Data: CRSP US Treasury Database (via WRDS) and
912810RG  3.375 2044-05-15 18.4 -0.69 083 Federal Reserve published GSW parameters.
912810RE  3.625 2044-02-15 18.1 -0.72 -0.82

912810RC  3.625 2043-08-15 17.6 -0.71 -0.81

912810RJ  3.000 2044-11-15 189 -0.62 -0.79
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