Implied Forward Rates Solutions

1. You observe the following yields (YTMs) for Treasuries maturing at the following times:

	Maturity
	Yield
	Semi Yld

	6 months
	1.50%
	Z1 .0075

	1 year
	1.54%
	Z2 .0077

	1.5 years
	1.60%
	Z3 .008

	2 years
	1.75%
	Z4 .00875

	2.5 years
	1.83%
	Z5 .00915

	3 years
	1.85%
	Z6 .00925 

	3.5 years
	1.91%
	Z7 .00955

	4 years
	2.00%
	Z8 .0100



A. What is the implied six-month forward rate one year from now? 1.7201%
B. What is the implied six-month forward rate two years from now? 2.1503%
C. What is the implied one-year forward rate one year from now? 1.9602%
D. What is the implied one-year forward rate two years from now? 2.0501%
E. What is the implied one-year forward rate three years from now? 2.4507%
For A-E above, please express your answers as an annual (BEY) rate.

