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Conventions

The following conventions are used in this document:









Given the rates above:

P,



lowered; if above par, it is raised until a value for F4is found taat makes the price exactly
equal to par. This process is repeated until a solution is found=

This method is repeated for the interval between the next pair of published yield curve
points (2 years and 3 years), then the next (3 years to 5 years), and so forth, until the
semiannual forward rates at all semiannual points, from 6 months to 30 years, have been
found.

How twice-monthly present value factors are calculated

Once a full set of forward e a



How spot rates and present value factors prior to 6 months are derived

The spot rates from 3 months to 6 months are interpolated from the observed 13- and 26-






in which two loan guarantee programs with identical cash flows would result in different
subsidies whenever the loans they guaranteed had differing maturity. With the basket-of-
zeros method, two programs with identical cash flows would have identical subsidies.

Sources of Information on Treasury Interest Rates and References

Market yields on Treasury marketable securities are published by the Board of Governors
of the Federal Reserve System and by the Department of the Treasury:

Department of the Treasury, Financial Management Service, Treasury Bulletin,
Government Printing Office. This quarterly publication is available from the
Government Printing Office bookstores and from the web site of the Financial
Management Service (Wwww.fms.treas.gov)|

Board of Governors of the Federal Reserve System, Federal Reserve Statistical
Release H.15, “Selected Interest Rates.” This weekly release may be obtained
from the FRB website (www.bog.frb.fed.us).

There are a number of references that can be consulted for more information on
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http://www.fms.treas.gov)/
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