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24SpotRates
Generalidea yields interestrates should bedifferent for differentmaturities

Usually Congercomitmentlmatuity higher
interest

This phenomenon is called termstructure

A normal yield nerve afield
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Spotrate Slit yield tomaturity of i periodzero couponbond

theyfollow therelation D Iai



spot rate cure is the zero couponbond yield ane
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Suppose the Sli are givenby somestandard say intheUStheUS treasury
Zerocaponbonds then a betterlevelcopon bondpriceformulawouldbe
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note d lit In are called discount factors

note riskybonds should becheaper thisisoftentakeninto accountby

adding a staticspread s fltsuit i its still

side remark thereisalso the conceptof forwardrates

consider O couponbond
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Stijl j it period spotrate i periodsfrom now unknown

I there are manymodelsfor Stijl



Sometimes the simplemodel of implied forwardratesis used

fli jt model for S i j basedon
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