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NNN ,NIVARNDN NVIY NN 1) NPTNY NPT 22D DWOPYNN NPAN DY TIN5

AONN NP NN NOND IO MNN

NT3 %3993 N7/IN 29N1HN $H°3%9 NS IPN .0

PR NPN 1AV IOIND 22D ININ NNIND ¥ NN NPON NN DN 71D

NYXN IONNN YD OXNAMN NN NN IPNNIY TN YY1 Mapnwvn

T NN NNN 9NN NN PIYA NPDHND NN NYIP IIX DIN NIRNN

NI TN WITN TN YIAPIND NMOSN MIAIN NIX NIND 17 O XD
NION NVNN 29 DY P NI DWIAPI NN MIYVYY DTN 02N .DMINDM)N 1 PNNN
DN NNY DXWINT NN YN 1T PITY ,NONY DI 11970 NN D) DIDON
IN P AYNRND INY NN PND NN ATNNY PNMIDIN YN DY NIPNIA
NN 0N DMANN NN NN D) NOOD MDD NN DY NIPNIA MONND
D MONMNN YT DY NAYN NN DXOWHN NN DXNINIIY T .)1D0N NN
INND NIYNY DINY DOWPYNY NN DX P NIPYN NN IR NN
TPNONN NN NNPN

IR OOIRITRN DININD DY WIDYY DAY MO ,D00 NNINIY ) 1ON
VIO O»NY NN9NN DOYN) TIYIY DXAIWINI ,N7IND YPNN NN MVLNY NN
NYIAP) OMDN)N 1127 5D DINMN NN ,INDI .DPYD NIV DIINRITIRN DININM DV
NI9NN 7PN WITN TYINT NINYN DOWTIN YYD D7pHn M 99 DY
YNID TP INNIY YT NYITT TURI) DNPNI MION DNOONITIRN DININD DY DTN
10 IMIN ,N9DIN NPV DY NYAPI DONDNN NIV NN (ININHN 2IWINN NN
ATNN DY D7PHRN ANV NMYY  K-1

10 AUN (t=2) IV TY DMP MY TIY DY 19IDI) MY NN DY HOND)

(t=2) DYD .DOVTIN NYOY Tiva VINNNY MNIRY DVNN R OV NON NP
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DYPRN DNIVYA (=1-1 09P) IPN DI WITN DPIY DN DYPYHRN

E (VMKM)
231 NN DOVTIN NYWYH

Y9 DY NN NN DXINNNND DIWPWHNNY NNINA .
MNXIVYN ,(NPXN NONNON NIDINRY Y9I 112D NMNI9 RIY ,I0IDD) DINPDY

:(t=2) DY NONN PNN X MYDIP MY DOUTIN NYIYD D7PNRN

Gilon_ R 100+ E, (™ )+ K (@)
2 (1+FO%KM )0.5 (1+FI%KM )1.0

SV D»NINN DXNRINDN VT K- NNN PIva MAaX) 07Pnn MNIWNY PON

MKM
a9y - £200777) _pyaxn oan nn PV NIDNN NN XOND 1N 0NN
:(4) DNMVN
) 1+ MKM 1.0 *R
Ez(rlMKM ) — (1+VI%KM )1.0 *PzGll()n _( rl.O ) _loo_K (5)

(1+FO%KM )0.5

IURD 1D ,0 = K IURD ,TPUNXI T DINDN 22D YN YNV PYNY MIXI

P2 RO MMANN 1227 0D ININ (5) IRNWN ,D97PNN DIINITIND DININD
NN NHNXIN T IRIN .Y DOVTIN NYOIWD DN YPNNN NXINNDN forward-N
NN NYIAP JPIN IR NINNND NPINN MIINOD YD, 2NN YW ©0IN NNN
TISNMAIN NPN INNN D’PHRN PIVH forward-N NPT D I3 1NN .PIVA
2OM0 AININN/N NINN Y LTYUNNA JN2) DMIX DTIPY ,DMNDNN PIYD 90N
IYANY YDONPI 1IN ,ODIN .DWWND DINNP MDY TIY P IVY NI MY NV
112 NN DY 11T MINIYN RINNDD 117 1Y 19T ANV 955 1122 NP NIDN
VNN DX YN YT MDD .NTMI NP2 NN (Zero-coupon bond yields) o1
DV T MNIWNNN NOND ¥ (D7PN PR DN DINNY) MY DY DN DALY
Zero-coupon yield ) X2 11922 125770 MYV DY SNYN MIANN DX PINYY NN
POV NNV — MY TY DY NNV P ONMNI ,NNTIAY DY Y PINNN PONA .(curve
Zero coupon yield -N) MNIVNN DIPY 1O¥ NMYLNI HPON? P21 1NN VIV VNN

.D7PNRN MNRIVNND MY NINI (curve
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£2192) 2951999 MXIINND MNAY NI JY 19291IN NIN? )

N NN AWNY YT (5) INNWNA DOVNNYN NN ,NTIAYN DY MY PONA
MN) DDA DY TIVI NN .ND TY PNV DINDNN MITO 1PNNI NN
DWVWTIND 4 TONNA - NITO DO MNIAY NN MITO -151D NNN 93D O»NY PNN
oY DOININRN OOYTIND .NDY ANINKR NN MDD NNPN SV DNURIN
MNY PR DNV O’PNHPN MITOY NP YN DI NI MIN NNMPN
DMND 1D 1D .PIVN ININ NN PNTNA GPYH ROY DINDY 1NN 199, MPND
PN LAY I NPNN IRY DNX NN AINHD NP DO DX DV
MEPN NPHPN MXXIND AN PINID NPT NNV NHYA NIPNI DOVNPNYN
DXNWINN YW IRSIND .NPANNT WYIN DX POLPNY NIVHNI DAY DOYNINND
NMIDN TUN ,(5) INNWNI 19 DY MIAYIND , MY NP DY NNV NITD NN
IMPCP-2
DMNDNN YPNNA NMIZIN NN IWN ,OTIPN PYON NDA PINNY 195
NN .TONYA NPT DD OWPYNN NPON DY TINOD DTN TITN MIPN
YNV DN (forward rates) OO NYN NN MIYY D) ,NPDXN NONINON
zero-coupon -7 TINND ,IMDI) NI 1IN NN DNV ,07PNN DY 11T INIWVN
YWY DTN XN NOY NIV IPNNN NIRY DN NN DIPWN (yield curve
PON2 NXINY 29) TNYA NI 200 DOWOPYNN NN DY DN 1 PNNND TINDS
YT T TPNNNANNY INNA VN IN ITNON NPNRN 0N DINDNN DXN L(OTIPN
MNN DM MPNNI NMIZIN NN DN D) DM DX T NORY DY Nyd
-1 I PP, NN YW DY OINYN MIANA NNIDIY IT DY NI MINHNIININ
D7PNPM MY D7PNRN MNIVA TINND NP0 07PN PPN N¥DININ forward

: INAN NMONN N2 NN ,NY D0 DY, 00NN NN ,DXVTIN NYIYY
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(1+ FRWD)"%9 =

FRWD-N NYTOD vy y¥nn 0dIavnn DX

MKM
0
MM
Fos

)1.0
)0.5

(I+n
1+

(6)

IMPCP-N D970 ¥NY NmyTa

FRWD-N N7702) IMPCP-1N NITO2 NMIZIN 7PNNMAONRD NN OMNMWUNY 1dPNPN

N9 N INRNYN T DY NPNIYN

FRWD-M IMPCP-N Y70 DY O»NONN OMNMN NN IXRID NID G0N

: DXNMIN NN NN

14.00
13.50 A )
L]
%
13.00 A °
LN
° ® .
(X}
. ° .‘ . °
12.50 A o, ®e0 °
—_ . . °o:~
= L)
4 ] o« & ° -
= .3 y ‘3-."‘ 4 * 0%
= 12.00 A . $ e e °
[=] ° ° Ps ot °
S R X AT .
[ ® . . o S &3 e 4
x o S 'o'...‘ ‘.d %
L]
1150 - Qo %o 300 0 °
° ° opo® °%, 'Y
. o g o0 8 .
¢ % ®leee
L]
11.00 A ° .
*
L] L]
10.50
10.00 T T T T T T T
10.00 10.50 11.00 11.50 12.00 12.50 13.00 13.50 14.00
IMPCP (Gilon)

AN OPNNI NIIDHN NPDIN MITO ,NNNNNN NI DWW 19D

TIND - FRWD-N n970) IMPCP-N D770 - NY1IP N>2>92 N7INY MNWND Nd2>I2

MY VYN MITON PNV NN TPXNNAINRM D AN ,TPINI RO N M7

INAN MOWVIN IXNYN DX NTHN ,MITON P2 IWPN IR MPY> TINNRD 1TD

MY White PPN ONPINN t-statistics ON OMINDA DMI90NN)
: PVYDVLOTPOIVN
FRWD = 0042+ 0.692 *IMPCP R:, =0.597
(2.464)  (4.663)
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INAMOPNN P ,09vIN NN 2D 9N ,PYTIN IWPN IR NN N INIYHD D)
D7D YPNNIY TPNRMPNRY DMN9NN 1PPNNIY

AUPN NN 0) NPTA MY N FRWD-M IMPCP-n M770 NXNWD 9y qON

NN S0 WHNNIY NPDIN PAY NP NONNN NNN ,NPMINN NP P2

NPDIN NI NN NP AN NN DNNY DXPNNN Y TN INRY MY

SN DIVP DIRNND DINIAN YOI NTMN .ACTUAL-2 NP0 D192

ACTUAL = 0086+ 0391 *IMPCP R., =0211
(7.468)  (4.027)
ACTUAL = 0073+ 0471 *FRWD R? =0.242

adj.

(4.604)  (3.757)

,MNDINNN NIN NPON P2 IYPN ,20¥7 7PONIN NTNIND NINIIY 29D
NP2 MNYN NV : WHN NXIN DN WHNNNY NPDIN P, MOLIVN YNl
P21 J9INT TNV 1PN NDWY TN XIN NMAND NP > DY 920100 D93
TONNONY NMNIND) NPDIN HY NV SN TOIND DXIXN PNV 295 -1.01
.21V NN NYIP 19IN NN NINNNI 1IN NPNN
DN NP M) R*-N 03 ,MITON XNV Y SON> TN NPNN M2 Gr Yy
D720 IMPCP-N NXNYWNA AWRND FRWD-N IXNWNA 1.0 - 9 9N 2P N9OWN
D7PN MNXIVN DY SNYN N3N NMIZIN TPNNNOPRD YD Td DY DWIANN PN
oY TINOD MY NNN NP IV DWPYN DY AN NN DY TINDD NIWINND
PIVN NYOXN NNV NXIN TIV MIVIN 1201 .0MNDNN MINIVD NI DN NN
NI2NY T (pure discount bonds-N PIY) TANR PIYA DXPNN DY ODOIANN D’PNRN
— DMV DOPNVIA N7IX YPNN IRNYND NDONND DINDNN YNNI NMIYIN NN

MONY 1PN AT DI NIRD DIV DM IYIAP MM NIRD PIY
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YPANN MM NP NIPN D, 7O MNIN NI MNY NPOY MINNIN ,NPTOM
N0 . 7292 07PN SPNNND NMAY NP XIDN AUNRND INY 7YY RIN DNDN)
0NN OV N AN PNO DVPHRN PIY  DIPNYN MIPND 1IN NIDN MIVIN
IDNN AURD DWOPYNRN NP NN TN 20 O7PNRD 9PN T HWaY 10N
,DONDNN D ,NTM NI NVIN PNNN DN 1N 1D NXIN 010D
NPV DIVN ,O0TIPN PONI NNMONN NV 9 DY [ TNYI MMNAXN NPIIN DX
D) NNMP NI MNNNAON ,ONIN .WITNN TYINI 07PN N2 NNT NPN NN
AP P2 NIND XNIDOND DNNIN ,DNSY DN WYY DY ONYN NIana
XL, YN (forward) ©7PHRNN D ,NPNNN NPIN 1D IR 90N

D192 MWNNNNY NPIN DX PPTHY NI NN MM

MPYM 91’0 .3

: DN DY MNPIN HY DMIPOYN DINSNDNN

N99YN 100% 7P NTM) NI NN DY NPNN ,DOINDN DNINL @
NYTOD NOWPY NTMI NI NAN ,TIY .1 WITN TN D51 23PN
NN NPIPNN AR NITOD — NONN OV NIPNI) INP NMNVI NN DY

P20 VITN DY NYNMYN PN DI NV 1DY MDY (MY
NPN DY NTMI NI NIHN PNNND T N KD ,OOINITN DININL @
Y WITN DD TN NIRD PNN JPY  NPTNY NP 12D PIVD

DINVND N2 NYP NN (PN TN 100% TN 1IN INNINOVY)

VYTNND Nya Hyna

9 DY NN NODIN VITN - DYINITRN OININNND MXIAN MPIND @

MOPNI YWY NP 29 5Y IN 121 NNPNN MINK MNPNY N1
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7N YPNN DY SN 19IN WAV MMY IINX — YITNT TYINN MINN
DININA DN NAND NAND PNNN 2220 WY POIND P RINX NTM) NP2

LDMINITIN

DD NMYP DI WITN TN DM ML NN PN IUND
DOV MIINY NDM NN YD I NIV 295 ,WITNN TYIIA NINYN
PNNN TINDD M L,WITNN TN PN N 1.5% TY 1% - 2 NM2)
NNY .NPTNY NP 22D DOWPYNN NPON DY NTM NI NYIND
N NTMI 72372 N7IND NN DY IRIVIN NADIN DY NYIYNNIY DIVN
1212 MONN NY WA NDYN 19D NN WITN DM NINRD NN 7OV

AN TV PIvn 1N

MNT VYND NI NYIX SPNNI NIMIVHN NPTNY NN S2)ND NN
YPNNNI XDINNN DNONPNN NN PIYY DY INYN MIANI MMM DN

VAP 232 PO NN

NPDNYN NPDIN DN OMNDNN 7NN MXDINNDTI NPTNYN NI D)
29 PYTA XD NV NNXI MDIN NP NP2 N7IX YPNNND MXINNIN
YPNNND MENINNDN NPANN L, NINT DY ;092 NPOPNNN NPIIN DX
MXIINNN NPINNN IIHT NPTNYN NNDID INY MAIPI MNX O7PN

DM PNNN

NONMNN TPPINNN NPITAT 0N SONNIND MM D) 2D ,IPIND MINI

INND TTH MTINY N7IND D) DN MM DI ,00IN . TA72 MY XD NIND
DYN TTHN NMOY NYYD 1O DNMPN DY) 1PN 199V DY NMDV NNNRNN
NI O DWPYNN NVPON DX TIIND NNMIAY NOOWN ,TID NP
VIR 12592 NN SPNND NTM) N2 N7IX OPNN NNXNYNN TNYL 1Y
TTA MTINN N7IRD MNYN TP TTH MTINY NN INNYND D) NNDINNN

SV NP2IN ON P NTIY NNNPAY NVIYN TTH MTINY N7INI D) .NVIAP NP2
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AN DXV URIND TN T DTN DNV NINWN NPT MINUYDN NIND
AP M2
DOYTY DX PRY DIWVN 1PV DN NIORYND NNOYNN NPMNMA ,)NOID
WPWYNN DY 0N NDMIN NY DM TIY ) DI N WPWNn XN N
NN MMM MNNIN NRNOY ,NTD XIN DXAIWINN NININ NN ,O0IN ;90N

SOV DN MY 9D MY IMIPY

NINWN 593593 N/IN NPOIN DY MYNWNHNI 11T .4

NTIAYN OV NY PONA JNY ,20¥D YPINNRMI YONNINN NN NNPON NND
T T2 NN NPAIN DY MYHYNIND NN M0 NN

AR DY TPNITO NPANY ,2O¥0 NN ,NDIPY NTM NI NN NPDN
(DVTIN MWW 07PN DY NPNITO NPND — DMNDNN DY NIPNI) NNV MNP
MINHNN 99 NN NIOIN NTHI 259 NN Y NPAN 1D ,PONND 1A 7Y
T, DIV, NP MINIIN : NNV MALP NN DY INAPH NN M990
(MNIWYN-ND0 DN N1NIND ,NXDITY) Y DD MDONY DTN )20 A0 P
MINSIN NODIN NTHI 2372 NN NPAN ,TINP NN PXIND NN NVINNN

AN DY PNITO RPN TN NNV N NI NN NP NASNN
NN NNNIN NP NNV 2NN NANNND DITX PON 12 2NN NND NDDY IXP MVD

S IV 19Y95 ANHMMIY TUPI MYNYIN NNYV 190N .IEP AT P92 NIMNN

;Y DD YN YT DM NN NIDY IDINN INMHNN TYINI NI @
NPRD DY N2 DXIVN OV TIT) M99 BIYD NI NPND NN NOWNNIN
95 1% NPMY) DT N0 YNND T (MIKPN NVIRD INIWNND DT N2
(.02 YW DPHINN DXNINA NIDIND MYV NHYIN ©IDIAL NTHY ,NINDN
NPNY N1 NOXN NANNND DM NN NDY NNV 19 7 [ PINN 1IN

mMHaM 52N MNP ,1ND) TMIX NNVY OMONN DD NAXNN NN
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YN 1910 1T DAPY D)0 PN MIAN NDXN WY (MVIaN
SV 7PP99M) NIYON NNIY NI XDV NPIN .NT 10D H19DWN> NOW T252)
I TN MNLY NN NPV 1PN’ ,1M9 DY ,1PMNN AN MNIN N
NYV) NP NNV NIX DY THPNITO PN INY 7NN TPNN NTM)
VAP N2 NN DNV P ONON O DT NIPONY N NNYT
ALY NP NP2 X NTM) NI NN MNIVN PAT IR NNVD

(o8P

DYV NN NN THPNTIPI NOYN PNNN PIY DY YT HINND I8 391D MNNND @
DOV NOWNINN
179 NNY NTY NN WIPYNY IR D IWHYN NN NN D NNY W
MTNON NN DNYPYNN NNINN NN PONND NYPYN PPN 1wand
D12W DOWPYNN TNN YIPXA d8ND D) DXINN) MINMIN TN 105
wYNn 9N Dy ,Nunnn Do .0OWY NOWNNN SYY MmN NTINNY NAND
MY DINND ,DOPIAN NMIN NINMND NYA YN IXNDN NN PIVA D3N
VIPIA O8ND 1IN 1T DIPNIMINY DWPYNN O 1IN NMDYD
PN NTPY NNV
M2 NN NPAN DY TAR VPADX ¥ ,Do¥D 1INNIY DTN GN DY
NYPY N IMRY (PTAD ANV INMND IYVIAP NI NPAN NNIYD) NTM
,TOOPNN NN NP NOWVNND TUND .ANDAIN NTNND NOWNRNN MANNNID
7PN S92 7PNOPNRN DN : 7PNDANRN NN NPNANY I35 N>INN PR NOWNND
72)2INY 11D NNON DD 2NN DY THONIN MDY ,WXIN DNTNIV 1D D)

MOYN L,UNRIND NNMVY 13D NI NN DY MINDINNRD ONX ,TTNRND ; UNRIN

NN L,TTNRD UKD NNINY MOYN DY D2YN O9PNNN NN DY ORI
AAND PV TN MTINN AN NP NOWNNND IWRD 0P NI NI MDDV

Dy DOWAYN DN YUNRIND NNOXIY NNINND IXDIANNRND NN DMWY MTINY
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1AW )N ANNN TINY NN NPT ,MINK DM 2NN DY OONIN MYYN
02 LTPNDAPND NN POVPND NOY DMDODIN PNINN NN NIIVIN NYVNNN
MYYD N1 PXDPRN DX TINND MNMND MPXY NIX WINNND NNIIN NOVNND
STINN 21021991 23N NAYNN YT DY NNY
NMLPN — TN IN PYNHY NIVN DMK NN VYN PYN NTM N2 2N
MIMD MPNT DY DIV MR MINDINRN PNV NTNN YN NOVNNN I¥INN
RN DM DN MINDAINN IUNIY ,DIVN NRT  .TPSDN POPNY NOVNINN

YTHNPN NNPN NAY P MOLP NTM NI OO1HNN NN MDY ,UNIND NNV

DNMPN PV (NNDNN NIVN XN DY NIHIPN NIY P — DNDNN DY NIPNRI)
TPNDAPNN IUND [ TPNRD .NIYTNND TPNDIND NNID DNNY NN YIRM OININ
212y P NYT NTM N2 59010 NN MDY YR NNTNIY IR N1 Dy

NNID DNNY NN VIR OONIAN DNNPNY DIWN W) TIND )INPND

NN N DI NIND L, TDDOVPON ,MINNK DN (NWTNN TINDIINN
OV M9 TTNRD NTIND NN WPYN DapNn PNV NRIVND NMYTN IXIWN
VITN DV MPINNN NIND JIY 7,WTN N0 0N N7INI) .OOWHIN DYy
N7AND NPVIPNPN N PIDD NPNINY T ,DOUTIN NVIDY YT NI NN
YPONN NN NTMI NI NIR,TIAT (LDOWTIN NVIDY DY NN TTHI MTHINND
SV MR OV NOVNNND OANTT DY INYAVYN NPNIAN TTND NTINSN NN
JUNIY LINOD TDTNYN NIVINND NPPTHI 7PMIMD DY NNN PV NHUNRNN
PIVNVY 020 TTH MTINN NAIX PXAND PY09N0 ,MNY MDON NN NOVNNN
,INDAPNT NN ONNY DINNN ND 1N NPVYNY DN HDOW NN NINT WD

LOXNIND PN OM)HOYINN AN DT NI NVIN
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