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FRAMING UP CURRENT MARKET ENVIRONMENT

RATES
INFLATION AND GDP
FED POLICY
YIELD CURVE ANALYSIS
CREDIT SPREADS



GOVERNMENT RATES AND FED FUNDS UP
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HISTORICAL PERSPECTIVE – FF VS CPI 
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MONITORING FED POLICY  - LOOKING TO DEC 2018
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YIELD CURVE ANALYSIS IS CONSISTENT WITH WIRP 
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FED FUNDS FUTURES PREDICTING 2-3 HIKES 2017 
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CREDIT SPREADS CONTINUE TO TIGHTEN  
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CREDIT SPREADS – TIGHTER ACROSS THE BOARD
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INDIVIDUAL SECURITY RISK
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• What is Price?
• Modified vs Effective Duration
• Dollar Value of Basis Point (DV01)
• Convexity
• Cost of Carry
• Spread Duration vs. Interest Rate Duration
• Horizon Analysis and Quantifying Returns
• Option Adjusted Spread Analysis



WHAT IS PRICE?  US TREASURIES/AGENCIES
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WHAT IS PRICE?  MONEY MARKET
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WHAT IS PRICE?  IG CORPORATE BONDS
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WHAT IS PRICE FOR AN INVESTMENT GRADE CORP?
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SPREAD ANALYSIS:  BENCHMARK VS G-SPREAD 
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Benchmark Spread vs G-
Spread.



DURATION:  MACAULAY/MODIFIED/RISK/CONVEXITY
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UNDERSTANDING RISK CHARACTERISTICS OF BONDS 
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RISK:  DURATION, DV01 AND CONVEXITY 

17



CARRY ANALYSIS:  
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Custom tab allows access 
to Forward Pricing and 
Carry Analysis. 



HORIZON ANALYSIS:  
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SCENARIO ANALYSIS:   
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SPREAD DURATION VS INTEREST RATE DURATION.
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SPREAD DURATION VS INTEREST RATE DURATION.
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SPREAD DURATION VS INTEREST RATE DURATION.
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OPTION ADJUSTED SPREAD ANALYSIS:   OAS1
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EVALUATION OF DEFAULT RISK
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• Bloomberg’s Quantitative Default Model
• Breakeven Market Observed Default Probabilities.  



QUANTIFYING DEFAULT RISK
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MONITORING DEFAULT RISK ON A PORTFOLIO
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BREAKEVEN DEFAULT RISK
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PORTFOLIO ANALYSIS AND RISK
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• Applying and Aggregating Risk
• Monitoring Sector Concentrations
• Quantifying Impact of Yield Curve Shifts on Value
• Monitoring Current Mark-to-Market



CHARACTERISTICS ANALYSIS:
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APPLYING SECURITY ANALYTICS TO A PORTFOLIO
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KEY RATE ANALYSIS:
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CASH FLOW PROJECTIONS/REPORTS
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TRACKING HISTORICAL PERFORMANCE:
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QUANTIFYING IMPACT OF YIELD CURVE SHIFTS
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QUESTIONS:
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• Thank you!


