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%:ah Market Mutures Market
June
T-bill discount yield at 10% &sleT-bilmncuforSoptomberdolv«yatIos
Price of 91-tday T-bilts, $10 milion par: discount yield
L) ' $9.747.222% Value of contracts:
$2.750,0000 (b)
September
T-bill discount yleid at 8% bliosm'l-bilcodnctsaw%wm
Price of 81 T-bills, $10 million per: Value of contracts:
39.797.7;‘0” par: $9.600,000
[
Cash Meriet Loss Futures Mariket Gein
June cost $0,747.222 Seplember sale $9,800,000
September coet 9,797,778 June purchase 9,750,000
Loss t3 50,558) Gain § 50,000
Net Loss: (3588)

[
mmmmmwmmu)

$10,000,000 — ($9,797.778 - $50,000) 360
&__2 —
$10,000,000 Xor = 997o%

') At 2 discount yield of 10%, the price of a 91-day T-bill (from Equation 4.5)is:

P, = sno.ooo.ooo[ - 9%2] - $9,747.222

* T-bill furures contracts are sandardized at 90-day maturities, resulting in a price different from the one calculated in
the cash market.
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Cash Market Futures Merket
Seplember
Certificate of deposit rate: 7% Sell 5 T-bill contracts for December delivery at 7%
@giscount yleid
Interest cost on $5 million in deposits (3 months): Wlue of comtracts:
$87,500 $4,912,500
December
Certificate of deposit rate: 9% Suy S December T-bill contracts at 9% discount yieid
Interest cost on $5 million in deposits (3 months): Value of contracts:
$112,500 $4,887,500
n.
Cash Market Loss Futures Market Gain
September interest $ 87,500 September sale ' $4,912.500
December interest 112,500 December purchase 4,887.500
Loss (§25,000) Gain § 25000

Net Resultof Hhdge: 90

.
Net interest Coet
$112,500 - $25,000 = $87,500
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Prices of Treasury Bonds and Treasur-y Bond Futures, December 1981-July 1982.

110-00
108-00 U.S. Treasury Bond, 4% Coupon
106-00
104-00
102-00

100-00

£ o
September 1982

U.S. Treasury Bond
§ 66-00 Futures Contract

2-00 Basis = (P.,-P")\

21284 118251 8 15221 81522 295 121926 31Q 17 2431
-200 Jan. Feb. Mac Apr.
-4-00

Source: Chlcago Board of Trade, Guide to Financial Futures, p. 39. Ch
ration, Chicago, Illinois.
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