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mark-to-market valuations 1001, 200
market makers 36-8, 104-5, 120-1, 200
market risk, liquidity 119-20
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nominal value
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concepts 2-8, 34-6, 202
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non-cumulative preference shares 25-6
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see also floating-rate notes
concepts 1-2, 1619, 210
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concepts 123-5, 134, 145-6, 203
tax 145-6
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concepts 869
pension funds 31, 92-4, 104-5, 1434, 149
performance measures, portfolios 144-52
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203
concepts 26
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Pernod Ricard 116
perpetual bonds 67, 9-10, 11, 19
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Pfandbriefe 147, 204
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portfolio theory 52-3
portfolios
website 154
concepts 31, 52-3, 141-6, 174-5
duration measures 144-5, 175
holding period returns 141-3
immunization programmes 143—4
Macaulay duration 144-7, 175
management considerations 141-6
mathematical formulae 174-5
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redemption yield (PRY) 145
yields 141-6, 174-5
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premiums
convertible bonds 4-5, 70-3, 169-70,
185
options 107-13
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price spreads see bid-offer spreads
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pricing
bonds 3665, 68-9, 115
CDSs 138-9

convexity effects 56—7, 68-9
options 109-12
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programs, website 153—4
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protective put options 113
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buying 108-9
concepts 107-13
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concepts 39, 62-5, 168-9
mathematical formulae 168-9
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redemption yield
see also yield to maturity
concepts 39-65, 68, 81-94, 117, 141-4,
149-50, 159-62, 168-9, 174-5, 205
index-linked bonds 39, 62-5, 160-2, 168-9
mathematical formulae 159-62
portfolios 145
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registrar 206
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repos 95-105, 123, 182, 184
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classic repos 95-6, 100-5
collateral 99-100, 1014
concepts 95-105, 123
definition 95
historical background 95
parties 95-7, 101-2
sell/buy backs 95, 97, 1034, 182, 207
statistics 95
stock borrowing/lending 95-6, 104-5
types 95
repurchase agreements see repos
Retail Price Index (RPI) 3, 20-2, 62-5, 168-9,
206
retained earnings 7—8
returns
holding period returns 141-3
internal rate of return 144-5
performance measures 144-52
risk 8
Reuters 128
reverse floaters, concepts 76—7
reverse repos 182, 206
rising yield curves 79-82
risk
credit risk 52-3, 100-1, 115-21, 133, 137-9,
183, 185, 187-8
returns 8
risk-free investments 30-1, 111-12, 117-18,
206
RPI see Retail Price Index
running yield see current yield

Samurai bonds 206

SEC 116

secondary markets 206

secured debt 29-30

securities lending see stock borrowing/lending
securitization

see also asset-backed. . .; mortgage-backed. ..

concepts 7, 73-5, 178-9

SegalnterSettle 97
sell/buy backs 95, 97, 1034, 182, 207
see also repos
semi-annualized interest rates 3, 9-10, 17-18,
28-9, 38, 43-4, 159-60, 1734
seniority, loans 7-8
serial bonds 3
settlement
conventions 324, 155-8, 177, 187
dates 155-60, 177, 187
electronic settlement 95-9
short call positions 108-9
simple margin
concepts 59-63, 167, 207
mathematical formulae 167
simple yield to maturity
concepts 3943, 158-9
mathematical formulae 158-9
sinking funds 13-14, 65, 207
South Africa 20
‘special’ bonds 101
Special Drawing Rights 2
special terms 31-2
special-purpose vehicles 2, 7, 29
specific collateral, repos 101
Spens clause 13, 117, 208
spot rates 82—6, 208
spot yield curves see zero-coupon yield curves
spread 208, 213
Stagecoach 117
Standard & Poor 75, 115-21, 152
step-up bonds, concepts 14—15
stock
see also government bonds
definitions 1-2, 208
stock borrowing/lending 95-6, 104-5
see also repos
straddles 112-13
straight-coupon (bullet) bonds, concepts 9-10,
41-2, 49-50, 109-10, 182
strategies, yield curve investment strategies
89-94
strike prices 107-13, 209
strippable bonds, concept 11-13, 55-6
strips 11-13, 55-6, 141, 209
subindex calculation gaps, index problems 151
subordinated loans 8, 29-30
supply and demand factors, yield curves 92-3
supranational organizations 2, 7, 79, 147
swaps
asset swaps 123, 130
basis swaps 123, 132
website 154
CDSs 123, 137-9, 186
concepts 123-33
credit risk 133
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swaps (Continued )
cross-currency swaps 123, 130-2
FRAs 123, 1324, 154
interest rate swaps 123-33
statistics 123
types 123
yield curves 127-8

swaptions 123, 133

Sweden 20

synthetic securities 123

t + n settlement 209
T-bills see Treasury bills
TARGET 209
tax 4, 26, 70, 145-6
TBMA 97, 100
time value, options 111-12
Toyota Motor Credit 152
TRAX 98-9
Treasury bills (T-bills) 22-3, 33-4, 64-5, 1701,
209, 210
see also money markets
Treasury notes 30-1, 334, 95, 210

UK 1-3,9-22, 29-31, 334, 35-9, 55, 62-3,
67-9, 79-82, 924, 115-16, 118-21, 148-2,
168-9

UK Debt Management Office 22, 152

undated (irredeemable) bonds 3, 11, 19, 524

see also perpetual bonds

US markets 9-10, 12, 20-2, 30-1, 34, 79, 95,
115, 116-19, 127-39, 156-7

valuations
bonds 27-65, 115
mark-to-market valuations 100-1, 200
options 109-12
vanilla bonds see straight-coupon (bullet) bonds
variance 58-65, 165-6
variation margin 100-3, 135-7, 211
volatility 211

warrants
concepts 5, 78, 171-2, 211
mathematical formulae 171-2
World Bank 29, 79, 147

writing
call options 108-9
put options 109

XD see ex-coupon bonds

yield curves
website 1534
changes 89-94
classic moves 93—4
concepts 79-94
forward-forward yield curves 84—-6
investment strategies 89—94
par yield curves 86-9
shapes 79-82, 89-94
supply and demand factors 92-3
swap yield curve 127-8
zero-coupon yield curves 82—6
yield gap 212
yield spread 213
yield to call 213
yield to maturity (YTM)
see also redemption yield
concepts 39-59, 158-9, 213
mathematical formulae 158-9
yield to worst 213
yields
website 1534
CDs 22-3, 171
concepts 29, 39-65, 212
dividends 189
Macaulay duration 30, 45, 50-65, 144-5, 149,
154, 162-3, 173-5, 190
modified duration 45, 53-65, 144-5, 149, 154,
163-4, 174-5, 201
money markets 64-5, 171, 201
portfolios 141-6, 174-7
types 39-59, 158-9, 213
YTM see yield to maturity
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