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Interest Rates Outline
1. Calculating interest rates


Simple


Compound


Current Yield


Yield to Maturity


Bond Rules
2. Interest Rate Determination


Loanable Funds Theory


Fisher’s Theory


Liquidity Preference

3. Interest Rate Disparity


Default Risk 


Tax Preference – U.S. Treasury Bonds, Municipal Bonds, Corporate Bonds


Liquidity Risk - marketability


Maturity Risk – yield curve


Bond Features


Re-investment Rate Risk



Systematic Risk – the entire market is at risk


Non-systematic Risk – diversifiable risk, company specific

4. Foreign Exchange Market


How do rates move across international markets?


Exchange rates


Domestic Market Conditions


Central Bank Policies

