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AnHe AN T 9 AunsnagLdesiAud1Atyaes Inflation-indexed Bond
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2.1.2  UszdRmanulunned Inflation-indexed Bond

Deacon, Derry and Mirfendereski ( 2004 )Na1191 WWAAY2Y Inflation-

indexed Bond {iaTufewstl A.A. 1707 e lferudnsn1es Bishop William Fleetwood T4
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UsznAsing - NlN1782N Inflation-indexed Bond tnauansiiiaan wazdmiin 148198

Country Issue Date Index Used
Argentina 1972-1989 Non-agricultural Wholesale Price
Australia 1983-2003 Consumer Price

1991 Average Weekly Earnings
Austria 1953 Electricity Prices

2003- European Consumer Prices

US Consumer Prices

Bolivia 2002- Consumer Prices
Brazil 1964-1990 Wholesale Prices

1991- General Prices

2002-

Consumer Prices
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Country Issue Date Index Used
Canada 1991- Consumer Prices
Chile 1966- Consumer Prices
Columbia 1967- Wholesale Prices
1995- Consumer Prices
Czech Republic 1997- Consumer Prices
Denmark 1982- Consumer Prices
Finland 1945-1967 Wholesale Prices
France 1952, 1973 Gold Price
1956 Level of Industrial Production
1956 Average Value of French Securities
1957 Price of Equities
1998- Domestic Consumer Prices
2001- European Consumer Prices
Germany 2002, 2003 European Consumer Prices
Greece 1997 Consumer Prices
2003- European Consumer Prices
Hungary 1995-1999 Consumer Prices
Iceland 1955 Consumer Prices
1964-1980 Cost of Building Index
1980-1994 Credit Terms Index
1995- Consumer Prices
India 1997 Wholesale Prices
Ireland 1983-1985 Consumer Prices
Israel 1955- Consumer Prices
Italy 1983 Deflation of GDP at Factor Cost
2003- European Consumer Prices
Kazakhstan 1999- Consumer Prices
Mexico 1989 Consumer Prices
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Country Issue Date Index Used
New Zealand 1977-1984 Consumer Prices
1995-1999 Consumer Prices
Norway 1982 Consumer Prices
Peru 1999- Consumer Prices
Poland 1992- Consumer Prices
South Africa 2000- Consumer Prices
Sweden 1952 Consumer Prices
1994- Consumer Prices
Turkey 1994-1997 Wholesale Prices
1997- Consumer Prices
UK 1975- Consumer Prices
1981- Consumer Prices
USA 1742, 1780 Commodity Prices
1997- Consumer Prices

111: Mark Deacon, Andrew Derry and Dariush Mirfendereski, Inflation-indexed

Securities Bonds, Swaps & Other Derivatives. (John Wiley & Sons Ltd

(England), 2004), p. 5.

ANA13197 2.1 wansliiiudnludszmnesiag o) 1@8N151d Inflation-indexed
Y =2 = Yo o Y a , o o = aa o
Bond HUNULAN sﬁ\mmim@ﬂ%mummm\‘m\umnmqnuiﬂ Tmﬂmmﬁmmuﬂﬂm AR
ﬁ'ﬁﬁ?ﬁmtﬁ:i‘]_mﬂﬂ (Consumer Price Index)
Barclays  Capital (2006 ) l#fsnea un1sAne3es “Barclays  World
Government Inflation-linked Bond1” %\1meﬁ\m@macﬁﬂLﬁuQWqummﬁmuﬁﬂ 7 18

Government Inflation-linked Bond (A1W# 2.1) ﬁﬁlﬁ%i’md’mﬂ@ﬁi’]mmm (Market Capital)

1 Barclays World Government Inflation-indexed Bond Usznaumle AaIANAN
189 Government  Inflation-linked ~ Bond 7 wiit ldun anigeisdng annnglsl anse

o = Qi [ a
ATUNIANT ALAU LLAUIAN t?yﬂqu LACRBALATIAE
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289 Government Inflation-linked Bond ﬁaﬂ@ﬂ'ﬁmu (oW 30 ﬁqmﬂu A.A. 2006) 449049 917.6
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AN 2.1

LRAAIANNTRY Barclays World Government Inflation-linked Bond 24 30 ﬁqmﬂu 2006

uz 3523 385 19 50 950 B22
Euro-zone 235.1 256 7 1.94 10.06 549
France 1427 15.6 60.7 10 1.54 582 B42
Italy 743 a1 316 E 708 9354 765
Creace 1.2 1.2 45 1 272 18.05 1450
Germaiy 69 0.8 29 1 190 578 03
L BT 238 Bl 150 16.84 1183
Sweden 338 37 L] .00 1154 53a
Canada 30 34 = 188 2280 16.00
lapan 289 33 & 1.02 210 E74
Australia 5] a7 3 Z4B 8497 B
Warld Gowt anre 1000 63 1.98 11.28 947
Barclays World Govt IL Index historical weights Market size since the inception of the index (5 bn)
100% 1000 1
0% " [apan -
Bt B Euro —
. 7501 « us B I I
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47% 5 {anada n
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Securities Bonds, Swaps & Other Derivatives. John Wiley & Sons Ltd (England), 2004.
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222 IpaFenszuaRuanaad Inflation-indexed Bond

Deacon, Derry and Mirfendereski ( 2004 ) na1991 TAFN4519NTLULA R UL ALD
Inflation-indexed Bond Hlfuarnuae el utlaqtiud 5 sluuy fauduiifouer 2
stluriu Aa Capital Indexed Bond (CIB) WA Interest Indexed Bond (11B) #au@n 3 giluil
Aa Current Pay Bond (CPB), Indexed Annuity Bond (IAB) &< Indexed Zero-Coupon

Bond (IZCB) anmnuzandlassainszualiuanusazgluuy ilufa
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ANALNNIZIANUAAT8Y Capital Indexed Bond (CIB)

28

Year Real Inflation Compounded Coupon Coupon Redemption
Coupon Rate Inflation Indexation Payment Payment
(1) (2) 3) (4)=(5)-(1) (5)=(1)*(3) (6) =100 *(3)
1 4.00 6.00 1.0600 0.24 4.24
2 4.00 5.50 1.1183 0.47 4.47
3 4.00 5.00 1.1742 0.70 4.70
4 4.00 5.00 1.2329 0.93 4.93
5 4.00 4.00 1.2822 1.13 5.13
6 4.00 3.50 1.3271 1.31 5.31
7 4.00 3.00 1.3669 1.47 5.47
8 4.00 3.00 1.4079 1.63 5.63
9 4.00 2.50 1.4431 1.77 5.77
10 4.00 2.50 1.4792 1.92 5.92 147.92
AIND 2.2
finaeinglATaaF1anszua Iuanae9 Capital Indexed Bond (CIB)
180
160 | | [ Principal inflation uplift
O Unadjusted principal ]
140 Coupon indexation
O Real coupon
120
3 |
% 100
E 80 |
8
60
40
20
0 = | | | | s | | s | | —
1 2 3 4 6 7 8 9 10
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2) Interest Indexed Bond (IIB)
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AN9197 2.3

ANRENNNILILANUAALDN Interest Indexed Bond (11B)

Year Real Inflation Principal Coupon Redemption
Coupon Rate Indexation Payment Payment
(1) (2) @=@ @=M1+@ ()
1 4.00 6.00 6.00 10.00
2 4.00 5.50 5.50 9.50
3 4.00 5.00 5.00 9.00
4 4.00 5.00 5.00 9.00
5 4.00 4.00 4.00 8.00
6 4.00 3.50 3.50 7.50
7 4.00 3.00 3.00 7.00
8 4.00 3.00 3.00 7.00
9 4.00 2.50 2.50 6.50
10 4.00 2.50 2.50 6.50 100.00
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AW 2.3

faaenalATaaF1anszdN1ana89 Interest Indexed Bond (11B)
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3) Current Pay Bond (CPB)
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AN 2.4

FnaeiNINTULANUAATaY Current Pay Bond (CPB)

Year Real Inflation Coupon Principal Coupon Redemption
Coupon Rate Indexation Indexation Payment Payment
(1) (2) 3) (4) 6)=01)+@)+4) (6)

1 4.00 6.00 0.24 6.00 10.24

2 4.00 5.50 0.22 5.50 9.72

3 4.00 5.00 0.20 5.00 9.20

4 4.00 5.00 0.20 5.00 9.20

5 4.00 4.00 0.16 4.00 8.16

6 4.00 3.50 0.14 3.50 7.64

7 4.00 3.00 0.12 3.00 712

8 4.00 3.00 0.12 3.00 712

9 4.00 2.50 0.10 2.50 6.60

10 4.00 2.50 0.10 2.50 6.60 100.00

,ﬂ’WW‘T"]I 2.4

FinagelANaZ1anIzuakiuanee Current Pay Bond (CPB)

120
O Unadjusted principal I
100
] Principal indexation
[ Real coupon

80

60
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Year



32

4) Indexed Annuity Bond (IAB)
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FRANNAURY  IAB ANUUASATIAANIHENLNASILULAYNTatAaY 4 fAall Fvazinan 10 U

AmueaneAuRusniannendetlaz 1 a5 spmTisa 100 wisenneaansansy

AN9197 2.5

FNReNNTLIANUAALRY Indexed Annuity Bond (IAB)

Year Base Inflation  Compounded Varying Total
Payment Rate Inflation Element Cash Flow
(1) () (3) @) =113 -1 (6)=(1)+(4)
1 12.33 6.00 1.0600 0.74 13.07
2 12.33 5.50 1.1183 1.46 13.79
3 12.33 5.00 1.1742 2.15 14.48
4 12.33 5.00 1.2329 2.87 15.20
5 12.33 4.00 1.2822 3.48 15.81
6 12.33 3.50 1.3271 4.03 16.36
7 12.33 3.00 1.3669 4.52 16.85
8 12.33 3.00 1.4079 5.03 17.36
9 12.33 2.50 1.4431 5.46 17.79

—_
(@)

12.33 2.50 1.4792 5.91 18.24
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NN 2.5

inag19lATNAZTINNIZLARUAALDY Indexed Annuity Bond (IAB)

(] Varying element

O Base payment

Cash flow value
IS
|

Year

5) Indexed Zero-Coupon Bond (IZCB)

a ¥ ﬂ o % o a

1ZCB 1flu Inflation-indexed Bond NangRufuliusesnsRuianuasafen
Tudupsuniivue Tudnsugiiiudnsfuideanugu (Compounded Inflation) Aaanaeaas
1 1 til/
R31417 LAz lddnnsanamnaniie
AN3199 2.6 WATAINT 2.6 warDelANES19anTeLd R uanaas 1IZCB el
daaNNRUA IZCB nuumsnsaanidafuiasuuuesnsasay 4 fail szazioan 10 1 21m1

wiinda 100 Wistyneaanfaniy



Cash flow value

ANT9N 2.6

ANALNNIZIANUEATAY Indexed Zero-Coupon Bonds (IZCB)

Year Real Inflation Compounded Total
Coupon Rate Inflation Cash Flow
(1) (2) 3) (4 =100~ (3)
1 0.00 6.00 1.0600
2 0.00 5.50 1.1183
3 0.00 5.00 1.1742
4 0.00 5.00 1.2329
5 0.00 4.00 1.2822
6 0.00 3.50 1.3271
7 0.00 3.00 1.3669
8 0.00 3.00 1.4079
9 0.00 2.50 1.4431
10 0.00 2.50 1.4792 147.92
ﬂ’WW‘T"]I 2.6

finatinglATaaF19NITLa RIUaA284 Indexed Zero-Coupon Bonds (1IZCB)
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6) Inflation-indexed Bond szinnay

4anNaIn  Inflation-indexed Bond 5 UsztAndnedundn €98 Inflation-indexed

Bond szinnaw < an fastadu Sgunavesdszmeladuaus uaziluaud ldeen 1ZCB

1
g

wi lWazannanideangldaneAnludulaney Teadnafiy Zero-Coupon Bond  #angAn

a dl 4 a ¥ 14 d” 2’/ a [ ° d‘ !
neziaRuanniszneusig SusuniennandeafungaluduasunItun T9andn Reans

dsj % dl J A ° 1 A ' o £ :/ < v o e =
Mu@’]ll’]iﬂ‘ﬂqilllmﬁ‘qﬁ’W]Q\iﬂﬂﬂ NTRFRININ m@mﬁﬂmﬁmummni ansulunstizey

Uszinaladuaus MaRuduwazaaniiiaaed Inflation-indexed  Bond azgnilfusnadnsn

Rula Tuanenlunstirasdsemnalduaus dinaeRuaunlsusadnRue

7) D12ANUIUNITUARUAAYEY Inflation-indexed Bond §1u1I1IFN4 T

dl Y & K £ a Qi 1 [ .
ANTINT 2.7 LA IHLAUDNIATNAF19NIL LA RUAANLANANST LAY Inflation-

indexed Bond Tuusaztlszinndnesiu grenisAuaniieguuaNNAgIung asansuilans

(%

3 +
panidauuusatl 1A utingda 100 witanyaeaanfansy wazluinnuunnsnelunieinu

49

1981 (Lag) 5¥U9NqAANAUIIATHIIANTLAL AT ALNeIB LAY AT

AN 2.7

NNTATUINUNIZUARUAATDY Inflation-indexed Bond LMLILIFNG ]

Type of Inflation-indexed Bond Interest Payment Final Payment
Capital Indexed Bond (CIB) Pt 100 Pret 5 Prat
PO Po Po
Interest Indexed Bond (I1B) . +100>{i_1j 100x£+ r
-1 mat-1
Current Pay Bond (CPB) o P 100 [ 13 _1] 100x et 5 Poa
mat-1 Pmat—l
t-1 t-1
Indexed Annuity Bond (IAB) B xi B x Prat
PO Pmat—l
Indexed Zero-Coupon Bond - 100xh
P
(1ZCB) ’
Icelandic Indexed Bond - 100)(@)( (1+ijat
R, 100




36

Type of Inflation-indexed Bond Interest Payment Final Payment
Polish IR Bond - P r
100+| 100 x| | —ma 1 |+—
P, 100
Taanvua 1w

o dﬁl dl Y Aa 1 | % PS
AngIAaNILeNUNAN (Minenilusagazsatl)

_‘
[l

: oo
P, = uaA19e9n9na13uil 0 Juiaen
: 4
P = yaA1789n9@199H o 19N t
P. = HaA1e89a9ansull i duasunivue linau
Py = HaAwesasansull i dunangaenidalumanausngading
B = nezuaRuanawiniuduet (Base Annuity Payment)

[ %

8) {ladanianinasanisaaniliy Inflation-indexed Bond

o

Wasndulamaninsva¥sresnszuaduannazldlunisean Inflation-indexed
Bond uan faanniarsuilazfasivansunvisaanadulillslualasdaedasmu wazdedn
P P o Ao o A 4 | @ X @ P .
Hausieanis dadendrAtyan o ieluudresdeannsansuiluazganu 1dun Duration

ANIRENTRaNstiRullawusie (Reinvestment Risk) wasnN N iFuNIE (Tax)

'
[ =

¥ v '
Duration’ 199M314719311 A8 21882LAAULUUNNUINTNIBINTLUA IS UR AT

paransntarlifluaunme Inanszualuanniangdundtaziuintinuannd, uwazAnansae

¥ v 1 !
ERIHARBLILNUFIDINANTIATIANIUY T19H A9Na19ulA T Duration N1gandn AIINEUNGY

3 . ) a4 A \ < g o - = X
Duration uAzasiiastinailenldBinsziaonudaslunisasulunsanmil
[HasannilunisAuauengLatIeInsaiinwtminanyasitlaqiiueenss e duly
wiazaan Duration Nviudasidlud] Tnesialuil 3 Anuumnssqeiu As
. A dl dl v dgj Yo A a %
1) Macaulay Duration Aia szeiziaanlngiadengionsiasniay liuAuRusiu
X
wazANIE
2) Modified Duration A8 fata1id LHiudeens N slasuLlase9sAn1e
Asdnsuil Welnnndasuudasaesdnauana LNy (Yield to Maturity)

3) Effective Duration A2 N171A8ULUALQALAA9TIANATIENTUE LHBARSA

- 4 v o ox
NaRaLLNUEN17asuL Al IRNIuLA T ARAY
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YAITIANFATNTIADNLTAZHINNTT UINANNRA LHTLULINAIATUNIUUANIAULA Zero-
9 o4 d o o oAz 4 .
Coupon Bond Azl Duration NeqNgm wax Annuities a¥lii Duration Ndunga e ng
WEausuuan CIB az 13 Duration N18119091 1B wazlasilnfngn Inflation-indexed Bond
IS . dl { dsj a ' a dl v A al d%
qzd A1 Duration  N819091ATIANIUBLUNG LWTIZINNTZLA R UAAN T VA S UL N
Y o a a v 2 =2 @ aa v R % o
dndnsRuiedAnduuon el Auduniionlungudasuniaonusnesnisilesiy
ai YV o -illa dld . 1 1
ANLALN AN UMIAUNN Duration AB1AN98119

Reinvestment Risk 1ia9a1nn7zua Rdugnluauianf li5uannnsnaisniainnm

i llawmusanindnsnanauunulunaialusuiandsdasnuldaruisanauls o dun
X X Ko oo . x . 4
AIUTOATIA1IUN AI@1Iulii ldndouaednisananenialuudazanigandn ganu
azdlANLAes Ty Reinvestment Risk #149n91498 #a1iu Inflation-indexed Bond tlsznm
IIB azil Reinvestment Risk 719091 CIB uazdau IZCB azlail Reinvestment Risk i3z

TusznansnnensasnidliinsaananidaagaundnazATUAILA
A9 2.8 RaufianlFiviu Reinvestment Risk 984 Inflation-indexed Bond
e 2 Uszn Aa CIB uaz 1B TnaFeumeuliifiunanauununuiasadiuiu CIB

= !

sve1x19a1 10 11 ua 1B sxaizinan 10 1 dedlAnuuansneiuly Reinvestment Rate

AN997 2.8
NARDLILNUNLT A58 Capital Indexed Bond wa¥ Interest Indexed Bond

tW 920U Real Reinvestment Rate 54 °]

Real Reinvestment Rate Real Return to Maturity (%)
(%) Capital Indexed Bond  Interest Indexed Bond
0.000 2.930 2.560
2.000 3.190 3.010
3.375 3.375 3.340
5.000 3.620 3.750
7.000 3.940 4.290

P Reproduced from Prout et al. (1997) by permission of Bankers Trust
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Tax nonaginIun1Elunans - dszmeitinligranutianluniseen 1B uanndd

fiazaan CIB #7a IZCB 1n31xIndns[iulilengeauazyinli Inflation-indexed Bond anaipu

1 ¥ ]
= =K K ¥ a

dg’ a £ -ﬂl 1 o a = o o % =

@‘ﬂﬂL‘]_IF;ILL@ZNHMHLN@VLDﬂﬂuiu@ququl,\?uwQ\‘i“ﬂusﬁﬁ‘ﬂﬁim‘ﬂ\?Lf&?;lﬂ’ﬁ:f a4y CIB HAIVUN
' 1 a v o dd‘ dl o a g dl

ﬂ’)qﬂillLLuu’ﬂu@qﬂﬂﬁ‘ZLLﬁL\?H@ﬁﬁ@\?ﬁﬂﬂ’]ﬁﬁ@ﬁ@\iLN@@M?’]LQ%L%@QQ%% Tuanien 1ZCB

daauaziinszuaRuaauasinan#nanasatauiveuuiineuiuasunivualonau

223  1suAur89n1989n2 s RUA AT LATRIIAN

1) flayn1184 Indexation Lag

o o a

Inflation-indexed Bond Huns14719uind5usnstuidaiuidnlunssuaiSuani

R4 nRane agd1elsAmu lumqﬂﬁﬁﬁﬂuﬁmmwLLMﬂﬁiN"Lwﬂ'qumﬁLﬁmﬂw
dl o a o dl o o 21/ o ¥ o a o % a
wasuulasludatisnardunainunsaiiunidiudndunsendiSuan 1N IsuakRuan
TldsunisntlesanndnaBuiieatgnieswieateiiaoniy Gedasnainlndazdugn
dg/ 1 Yo o/ a 1@ o v v

angaasasarsiazlilazunisintlesandnatude ufienagnindnellsaascazioa
B NALIRIAT AT U uAdns1Ruwialugastasnatsanaindluminge Nl

dl Y a . . M v [ o a ?/
NARBLILNUALYA39294 Inflation-indexed Bond luldadnnanasdmnstuiiaaan i

fA190uAI2EN9 1ZCB NsAntinda 100 WTHtyARAATTauTy AuAINT 2.7
wangliiiiudn drmeatsutignifudaasatisanludulaneuuda yasnuiaseaziviaiy
100(Py 0/ Prosee) 871134 Lag AR 6 LABUAZYINAL 100(P P, fatiuldFulsyiuagn

Maturity—1"" Issue—1

100(Py i/ Prssue) Az 100(P /P

Maturity—1 Issue—ﬂ)

WA 2.7

NIzLARUAANNNANIZNLANN Indexation Lag

Issue Date Maturity Date
Time l I I |
6 months 6 months
Value of the Price Index P, Prco Prteturiny-1 Prteturiy

Perfect Indexation

< >

Indexation with a 6-month Lag




39
° o Ao o A2 ' = i '
a11FumdNIninNengALAeN{UNINaTiNa1ed Indexation Lag N1NN9N
NI1EIARAIUTBY  Indexation Lag  FRBIELANNABATNINAGY Foat 19U Inflation-
indexed  Bond luansngenmudnsianganan 2 1 fasuaziiaonuideannisi
. 2 2 = | o = o« o . =Ry
Indexation Lag A2 8 1ABY LN 1 us WD AR ANUL Indexation Lag AIRBN

W Aauaulail A

2) ANAIATYIAN Indexation Lag

N13NNITUARLAALRY Inflation-indexed Bond Fasil Indexation Lag Hinpa]

au

2 1sznng Aa Usznisusn nasldscazinanlunismusudayauazilsenissaaadaiisna

3
A =

o ?:/ A o Y o dgj %dd‘ dld a dlo
et MsaanaanIsinan liunmauillinnga Ae AsasninszLaRuaANNNMLA
! =< o & A o A A > & o o o =
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do91a1Na1g11een9sesznAdaiisnnn §aen Inflation-indexed  Bond a1afiadeax
ANgRUTALEE NiFENTT “Safety Margin” Wniszanns 2-3 dlafliungasnusioe
Usznsfians Ae Lag MifaauldadAnyuinaudaslinisdnnissuuzaianig
. . . X o - B o o % - %
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dl = [ d‘ ] [ 1 dy o zl/ 1 dy % =® dil dl
azgnilanuiialuiun i lddudiananids Aeil yaraesmsatsmiazasiauiaanidean
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azifiuldanalusndnalléiag mana Inflation-indexed Bond  daulunjazauaunaniie
A195U (Accrued Interest’) Wingazldnnsazanaasnisilasuuwlaalusaiisnaranndunans

X ¥ LY o @ A v R A @ e oa o o ' X Y oo
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3) N198A Indexation Lag THAuign

flade i Indexation Lag  289NTLUARUAATRIATIANTUILANTY A” N3

dszniadaiisnaiandn wligeanniaisnilazldannsauaniaasnisdszniAdaiisnnn

14 ]

v i 1 1
andn el wiansnsnanaunadlidungn litaanismenldaatisnanianudlunisilsznie
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1 1 v A ?/ U v £ val dl dl
(iu atetathauas 1 A5 W) wazfennnareaANAeIns il Lag  Ndungn
patisngusing (CPI) auflunfienldiuun

X o X 0o = =& ax o X a Vo 8 v
uananil geanmsiaisuilfiesnileddsnisAuinneniliaazaniaz il
Lag 2engeanbifuauandu Ae Wik Lag 2e9n1sdsenidsaiisnan Tun1sanuany
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panidaazanazldnisindaulaessaiisaiuainduaasanidoage Taaluanilugaes
o Qi 1 o aa o a o A A .
nauauauplesatslundall 3n1sAunaRulnessTiisnan Ae Index Ratio
Faaz1in ld 1dudnen RudansualiiuRusuwazaands
ad . 5 14 ada o z dl
AINIT289 Canadian-style IAAUAITNTANUAIUAANLTEAZAN LNAAR
Indexation  Lag 1#dungs afluisnisaurnildiuainuiasainanin waziaunn
szimAld35999 Canadian-style Tun1sANMIUERT RUHed T Ul AUNTT LA Ruan
494 Inflation-indexed  Bond uananil €914U833N1790NATIR1INLNRZEINITDUAA
Indexation Lag WléunAiga Aa n1saan 1IZCB Naeiu CPI Tnannnuaduldnaundsaini
132n1A CPI IN@AATI99A1711919n19152n1A CPI AUN19AN8N T LA R UA ATRIATIE1TNT
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X ~oal as = aaal ) ,
wanani AENauaIseng < anuanadsnazan Indexation Lag a9 L N1308N
Inflation-indexed Bond @iA N lunNIangnanidaiuInT 1w n9anaaenLiaynesy
dlunisanapanidetluselngung Shen (1995 ) I@awadn Inflation-indexed Bond AiA%3
aan Aa Aananidetlumenan atnelsnmnu Price (1997 ) A3l diuqN S9ma1819URa
4 . X . 2 - . P
AND IUNNTNNFANEAanLTeNINYIN e azfeiln1rluN19L3M99AN1TNINTW A9TT A
TiAeainiseannsasiludnsnizduil aeaniy Inflation-indexed Bond Miatflunain
avdu13n STRIPS® 16 inliiAnudluntsansnanideanad wasfadaaiinuanInaaadsoel

v = . A e .
AIMUFAANNITNATAATUIALAN Indexation Lag LW@ﬂ?Uﬂﬁ;ﬁ@Mﬂ’]W‘ﬂ@\‘l Inflation-

indexed Bond liau1901nilasnaannansituiialianan Barro (1994 ) Aauan1aaan

° seazipe ANELEN TUNANWIN N. Indexation Lag AN8A5289 Canadian-style

® STRIPS glannan Separate Trading of Registered Interest and Principal
Securities MNNATY N1TUANALAIUARZIIAUATRUAUIDIATIANIUT NaaanTluAsa1Iull
\ () S R ' ~ X PR
elael ) wuuldanamenidy viseFanda Zero-Coupon Bond Liea1nsngaaneilatuiialy
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4) Eull or Partial Indexation

o [

N7LAduamn1a9 Inflation-indexed  Bond  flatfluAUNIRa1suANINATAY

a A A

o vl v o o a < o o a =
muumiuuma‘ﬂ?mmmmNuLﬂmmgﬂ LLLTRIAINANTNIRYTaNN1TU LRI RH eI

¥

119491 ¥TaNiTandn Full or Partial Indexation 4% §asuanatay Inflation-indexed

Bond Wil Partial  faxnsndnilasaanui@asdnunildulanndn wazdaanuisnaauls

a %
nannrang g'ﬂLLlIll’ﬂﬂﬂ"Jﬁl

5) N@mmumnﬂgmmeﬁé’mmﬁ

ngnEiRIUNERNaNsENUse Inflation-indexed Bond 14 2 wuiy Aa WULH 1
nezuaRuanlugtiaRugnAnniFununazinaing utednszuaIuaniufiass dunanils
HARBLUNUUAIINANHAz lduwduew wuud 2 uansenuainnisiuise ldmisinmueinedng
= d‘ o o ' dd‘a ! [ a J A a ¥
TUNYITUNINUALIAITBINFINLNENAAUUAIULTUE R R ue lun 19918 AURWAY
Tnenansznuy 2 uuuilazdeuasaniseaniuy Inflation-indexed  Bond lufinuaes

ANHANNNIDAIAAAINNAL AT AV

5.1) AN N LUNAUIRINARD LN LR UAIRNANE

nisdANudueulEiuyaAnuiasluansurd1Anyaes Inflation-
. Vo X PRy 1y ! o 6 vy o & = A v oa
indexed Bond WAYINH N9z ENEAIUABRA1ENN T AN UANTDNHAR LUNUNLTAT
NAITNANE (Post-tax Real Return) NINAIHARALLNUALINANSE (Pre-tax Real Return)
44 Inflation-indexed  Bond  azfuilsriuAanuiiueuaaduanalnuiLiasanawinnn e

QI b o a QI d%’ G'QI QI all [~ o Aa agll 1@ O

uaztisfindmnaiuiamaay Adell s lunaneuununiiudaluaemsaisil uaftnllg
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L FUNEUNANTENUURINT A Inflation-indexed Bond LaLmIN&13uidna

AN9197 2.9

Scenario

Type of Inflation  Pre-tax Real Pre-tax Tax Burden at 30% Post-tax Post-tax Real  Change in Post-tax
Number Bond Rate Yield Nominal Yield Margin Tax Rate Nominal Yield Yield Real Yield
(%) (%) (%) (%) (%) (%) (%)
(1) (2) @B =M+@2 @=0@)x30%  (5)=@Q)-(4) (6)=(5)-(1) (7)=changein (6)
1 Indexed 1.0 3.0 4.0 1.2 2.8 1.8 -
2 Indexed 7.0 3.0 10.0 3.0 7.0 0.0 -1.8
3 Nominal 1.0 3.0 4.0 1.2 2.8 1.8 -
4 Nominal 7.0 -3.0 4.0 1.2 2.8 -4.2 -6.0

Pun: Reproduced from Shen (1995, p. 51), by permission of Pu Shen

4%
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AMNANT9N 2.9 WAN90UN Scenario 1 1 Inflation-indexed Bond M5uilayiu
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Fausitl A.A. 1982 nail A.A. 2001

Annualized Mean Real HPR (%)
(Q3 1982 — Q4 2001)

Maturity Conventional Gilts Index-linked Gilts
Short 5.38 3.56
Medium 7.72 4.14
Long 8.06 4.06
Average 7.06 3.92

111: Bank of England and UK Debt Management Office.

" Basis Point (bp) luvdageasaaddnuanauuniy 1 bp winiufesay 0.01
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f1u: Bank of England and UK Debt Management Office
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a3l IfAenAnsAaNA  Inflation-indexed  Bond 199A%TFRLLINT UATANINT
a1u14ns FadentsAnelseneudag manulunnesnana Inflation-indexed  Bond
Tnseai19mann Inflation-indexed Bond tneinAiguna uaznisaen Inflation-indexed Bond
mnmiqmmu?@mﬂL@ﬂmuﬁhﬂﬁmméﬁm@ L‘ﬁ@Lﬂuﬁmﬂ@ﬁugmﬁm?umm@ﬂ Inflation-

indexed Bond lutszwmalnalusunam

2.5.1 mu§jﬂLu?ﬂﬁ (United States of America: USA)

1) ANLTUENTA Inflation-indexed Bond

Inflation-indexed Bond tinTuA3eusnluanigawEniiel a.a. 1742 usldlé
aanN1 ldanaunsziall A.A. 1997 NILNINNITARIVLIAUTT (US Treasury) feannsians

PHUAINAIINA WA LU Inedaanannant a.A. 1997 Tadun9sa9uiTlateeqn In19aan
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ﬁmmwﬁimwmmmﬁisﬂﬁﬂmzﬁ@'\‘lLﬂumﬁmwﬁﬁgﬂm:mLﬁummiﬁfﬁuﬁmﬁﬁ@ﬂw
wasuuasass A dudLn i

ANNIIENN1A8 Spiro (1989 ) na1941 Tull A.A. 1981 NTLNIINITARIRNNT
Fan3nuiAiEniiu Inflation-indexed Bond uazluil A.A. 1984 US Labor Department’s Office
of Pension and Welfare Benefit lildan3ensaanisaaaliiaan Inflation-indexed Bond L‘Wl'aslﬁ
nesuiiimilatiungy (Pension Fund) Wdamu Gedanalddn damduiledaniugeanats

sepuFeras 15 ol (9NN 2.9)

" Baffi (1979) na1adn lul a.a. 1782 Sgunaviestiuzesignesaiiyldean

PINANIVLTIBNLIT1 AN UDT L

Barone uay Masera ( 1997 ) na197 fin1saanasansmiindidnsaadei
n1gaefiuTANaasng %q@@ﬂ‘ﬂmm‘?gm@ﬁmﬁum@ﬁg Confederate luil A.A. 1863 (Fandn
Cotton Bond Tngiinuundmsuaniasm s funnaestie

Weiner (1983) nan241 dAnn9aan Inflation-indexed  Bond 2 pss Tne
Christiansen Corporation T A.A. 1952 uazing Utility Manufacturing Company Tutldaun

Lindh and Ohlsson ( 1992 ) na1991 §n19aan Inflation-indexed Bond 2 pss
|Use I EUNAIIIET 1920 UATNANIMAYITET 1980 uazldTinnsaananmanensaludl a.a.

1988 1agl Franklin Saving Association
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AN 2.9
#m91n7aasuntlagsnat] US Consumer Price Index for All Urban Consumers (CPI-U)

FIUFLAALNNTIAN A.A. 1960 DNLARUATUENU A.A. 2006

Jan 60

Jan 61 7]
Jan 62 7
Jan 63 7
Jan 64 7
Jan 65
Jan 66 7]
Jan 67 7]
Jan 68
Jan 69
Jan 70 7
Jan 71 7
Jan 72 7|
Jan 73 7
Jan 74 7
Jan 75 7]
Jan 76
Jan 77 7|
Jan 78 7
Jan 79 7
Jan 80
Jan 81 7
Jan 82 7
Jan 83 7
Jan 84 7
Jan 85 7
Jan 86
Jan 87 7
Jan 88 7
Jan 89 7
Jan 90
Jan 91 7
Jan 92 7
Jan 93 7
Jan 94 7
Jan 95 7
Jan 96 7]
Jan 97 7
Jan 98 7]
Jan 99 7
Jan 00 7
Jan 01 7]
Jan 02 7
Jan 03 7
Jan 04 7
Jan 05 7
Jan 06 7

111 Bureau of Labor Statistic
UNEILAR: CPI-U ¢ian1an Non-seasonally Adjusted US City Average All ltems

Consumer Price Index for All Urban Consumers

AuNITOARUNENIAN A.A. 1996 NTENINNIIARIATFTZN AlaAU TN
azean Inflation-indexed Bond iitainilasanuidnsanmafuile neanduyuniadia
19957014 (Inerszudn Inflation Risk Premium) waziternlinannaunsndanmlddantg
AANNIaTEmsEwile Fansznsaanisndaldaan Inflation-indexed Bond Ri3eindn Treasury
Inflation-Protection  Securities  (TIPS)"® Ingideriugnanniaitlasuulases cPI-U  lull
A.A. 1997

lunsean TIPS pfausn “Lﬁﬁm&;mmﬁﬁﬂﬁmm@ﬂﬁmmm@iﬂmﬂﬁmumms

AD LWATUN 4 SUNAN ALA. 1996 Boskin MHINEUNANIIANHEE@ANT (US  Senate)

' Treasury Inflation-Protection Securities (TIPS) W3BLTENIN Treasury Inflation-
Indexed Securities (TIIS) Usznausag Treasury Inflation-Indexed Note (TIIN) LAy

Treasury Inflation-Indexed Bond (TIIB)
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L'ﬁ'mﬁummgﬂﬁﬂwmmiéﬁmm CPI-U wan13An®1a31ld1 A CPI-U @ﬂﬂd’]ﬁﬂ%?@:
duagilszunnFasay 1.1 sal Lﬂum@ﬁﬂﬁémnwﬁmmmiﬂﬁu%ﬁi@ma‘%@ Inflation-
indexed Bond W31i9a41 CPI-U a1aazfasgniliuanasld asldilszniatinnanlunng
auatne TIPS eanliifliungn 3 duanef ienunauuazdiuylgedents g o WFuuses
wae ciimv;mﬁmﬂf;’ms‘fuﬁlﬂifmﬁﬂé’wumumiﬁmaﬂ@%ﬂm%&

uasileduil 21 unaen A.A. 1997 naznsaensada ldeanmsansuil 7iaandn
Treasury Inflation-Indexed Note (TIIN) i@ua118lagds Auction wazdsenAldil When-
Issued (WD 1lw94a1 8 41 153104 TN foanlunsaiutlrzunn 7 WUAUABAATANTT

] o

AuanauwnL (Clearing Yield) Xpeay 3.449 pinll (ﬁmmﬁ%ﬁm WaZANNANWINALFRIaY 3.20

= =

LAz 3.40 siatl ANAIAY) Uunnauededigeis 37 Wudunesaifaniy Antd Bid-to-
cover Ratio /il 5.31 1 T9gaiilis 2 179194 Bid-to-cover Ratio 184N1708NANANIU
nmAdszinn 10-year Treasury Note
Jusausiinizean TIPS el A.A. 1997 wualiunisaenesaaeanain TIPS 14
ANTURE19FBIRIAINUALIMGHA 11 N1921AAAILLITENIMUTIANTTRLNENN Uas
o/ 1 dgl a | £ dl Y @ =3 v
wuN1sandndauaasnsatsuilingas iusuy  nanwd 2.10 agUliduneuusifuniaaue

anel TIPS luusiaztl 1neiRsd Auction

19 | @) o a \ =
seue il un19n1sinensEnganiIsAadLaLLe [ nnislaalagl
CPI-U  {UNANINALANARDLUNUIBINAIY Y u%ﬁm@LﬂaﬂuLLﬂmmmﬂgumﬂumqﬁ

AalEinNAAINIAEMNE N9 Bureau of Labor Statistics (BLS) AZNAWNUAE ATRAUNIZAN

20 3%

When-Issued (WI) iflunnsiavuadasinanaasnislseya ivaligseanng

a

dszyaauasiadinnlugasnanienans
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AN 2.10
Wi lTiNNNTIARaTNE Treasury Inflation-Protection Securities (TIPS) siatl 1neiAT Auction

FUBIT] .7 1997 TNLABUARIAN A.A. 2006

80,000 20
70,000 1 Nominal amount issued -
60,000 || —® %change ﬁ :
50,000 ~ 1.0
=
% 40,000 L 05 o,
30,000 . AR
20,000
- -0.5
10,000 H
- 1 1 1 1 1 1 1 1 1 -1.0

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Year

P Treasury Direct, Bureau of the Public Debt

nsdszya TIPS UnAazidnwzifumalasuia uwsilulneutlszannouiuga
N12280 TIPS azanauIuATINauaraad dalutlnlaulseunns Ae 1091 A.A. 1999 fail
A.A. 2001 WAMAIANNTU ARsULszanananaan inliAdusasnsaan TIPS WNGUEN
1T A.A. 2002 dusiuun

el naaanlanisean TIPS wnafawsnlutl A.A. 1997 ynndanmnadmns
a 1 o a 1 dld dgl d”c{ OI 1
Rulaaznudn dnstuialudaananiinisaannngnsuiilssinniifianniunagneanin’ly
FAUNAITY (ANINA 2.9) TannliAruAvanefuANTBNINIeIE AT UL e N

ANANITIANAY

2) 1A394519maA Inflation-indexed Bond ﬂﬂ@ﬂimﬂmmﬁgma

TIPS \lunsrasninldgiunnaes Canada’'s Real Return Bonds (Canada’s

RRBs) dnnsanamanidamn 6 ey assa¥enseuaiuanifluuiy Capital Indexed Bond
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CIB)Y’" Taald Indexation Lag 3 @1 (3-month Indexation Lag) Tudqudeunnsneain
Canadian-style g TIPS ldnnuualiil “Deflation Floor” ifunnsfuilsziunnsane Rusuay

1
o dd@L?}?/ a

s Sulonaulimindisantinfiaeansanvl wazsainldansas Aa CPI-U

1 ! 1
=

TIPS NeandNaulaainnsn STRIPS 16 Getoeinaninaaeslinganmil
dszinniininau dmiudaudiudnsSuidegnandugiunisniunginosiduniilunis
awulunmarsmianlng dudunisainglassaainisamnulu TIPS Iaaanizgilasd

¥ 1 1% di/ o 4 o v o o o o‘d‘
ANFAMUIREDY UazARRIANAN N1 lHnsEnIenisAdsliiinisaaniusiinsaauningy

o [ =

a o a a dl 1 %3 d’l dl A

fauems R uiesianliAesininumsaesdalun1sgeunelasuile (Non-marketable

Inflation-indexed  Savings Bonds) 811114 113 luiAeuiueew A.A. 1998 weanse iy

£ 1 =l 1 d} al 6 1 o/ dl o al a YV o v v

Hanusaeias (3091 1-Bond SeiinausiNaudnaa iU BRI I Ugamusiae
waTtunnaiuinaesnanamnsnansnil US Treasury Marketable Securities LAAN

P8AIND 2.11 Tanudn s ldunisiuinuesnainanaalull A.@. 1998 D9t A.A. 2000

Hasannilugasnigunainisingaudsznnn usindainiiu wuelingarinainAes o

a9 Q a
v
o

d5usngaauiiasnainnisnagasulszunny. ngean TIPS lu US BuRAwsl a.p. 1997
dndourednisean TIPS slensiansuilianusfieaninanszngenisadsdet o) Ny

IANGRIGR

“ goraszidaaiainluuni 2 Wada 2.2.2 Tassaiansziakiuanae Inflation-

indexed Bond
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AW 2.11

nsiAuinaeInans US Treasury Marketable Securities fausill A.A.1997 D193 A.A. 2005

5,000
M rederal Financing Bank

O Treasury Inflation-Protected Securities
O Bonds

4,000 1 B Notes
@ Bills

3,000
2,000
1,000
0 T T

N Treasury Direct, Bureau of the Public Debt

Size ($1,000mn)

1997
1998
1999
2000
2003
2004
2005

2001
2002

naaueaneilunislszyauuy Single Yield Auction™ AnuAnIsu8INIsaen
TIPS lfnualdiduninsgiulnensznsaenisnds nnuuanisszya TIPS ailneng 5 1

NNADUINEIEN WAL Re-opening”™  yniRaunaIAn TIPS afinadg 10 THn1sdszyann

? nsdszyaiustineigunaldindssyaunuuudedu (Competitive  Bid) 9ay

Narsuandnauaneuunuiaue lnFeIs 1 AUERIUARLLNUAGA (31ANEI4R) UAL
° o o o o =J o %L 2: =J ¥ 1 = ¥ !
POIRINIANNANALAUATLA IR UFTRINARLsvyaTuATnil s1Afidiesansdl 2 uuy Teun
1) Multiple ~ Price A gNdszyaldazaslusimisieiuninsianiiauasiaussnnngegn
[FRNRIALAINIAUATUATWIULTZYA 2) Single  Price Aa Hilszyaliazanalusaimnand
8M31  WARBLUMUGIAR (31ANANGA) SRINARDLLNUGIEA (:1AF4R) Nlszaald Az
(381n41 Clearing Yield @aunnsilsyyauunlaiutedu (Non-competitive Bid) 1l az#iangmun
i dy . o o
anfFununauetlsyys uazaaffesansaziilusaiiefsaeinislsryauun v
?  Re-opening luntreanamatsuilludine ld looaunsansuilinu Tngas
nuuaduasun U linau uarduaaaanidamieuiuamaisinuilonauhun ey

LANANAUNTURRANLAZINIANN AN
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IAEUNNIIANLAZIABUNINGIAN WAL Re-opening NNIASLINHEULAIADUAAIAN Ui
TIPS atinang 20 U Arnualidinisdszyanniheusnsian waz Re-opening luihau
nanYIAN %amiﬁmummmsﬂ?xgaﬁaﬂ@'f]q WudsTomdungamu uaznsznswnisnas
lun1ssunsdnnig

A 2.12 wansliiiuiedndanaesnisld TIPS wudn ull a.a. 1997 dadau
2BYAAINAIA TIPS Lﬁ@Lﬁﬂuﬁmﬂammmm%\mmﬁmLﬂuig@ﬂm 1 uaiiaduidennn
aunseiial a.A. 2005 dadawistuiuienas 8

Nansoundaya o Fufl 30 fugnew A.p. 2006 WU91 dadauaas TIPS Anwdu
Faear 9 m@mﬂmm’qmmmmmqmwﬁﬁ@@ﬂimﬂmmﬁ (N7 2.13) tanpEnaTes TIPS

v
| ! o o

uyaA19@u 396 AuuEAnaaTauTy

a 49

AN 2,12

i lindndouaasasansuiiuanisvinysayaA1aaI AR INEIaNNe

Fausill @@, 1990 D91l A.A. 2005

100%

90%

80%

70% A

60% B Federal Financing Bank

Treasury Inflation-Protected Securities
50% - M Bonds

Notes

40% - o Bjis

30%

20%

1997
1998
1999
2000
2001
2002
2003
2004
2005

Year

)

d1: Treasury Direct, Bureau of the Public Debt
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AN 2.13
Yo v
dndanzesyarnaisiineanlaeigunauanandszinmnsaisil

2 30 UYL A.A. 2006

TIPS Bills

Bonds 9% 21%
12%

Notes
57%

R Treasury Direct, Bureau of the Public Debt

AN997 2.12 LARNTN TIPS Ao 21 allandsasiaannsdneag o dui 30
Augnew A.A. 2006 a8 2% % 20 % -Year TIPS 2025 HyaAfiilugoRuuansosdoulfu

8m315uHa (Nominal Including Inflation Uplift) 44awiniL 30.227 Wuduvizayaaaans

I 1o

aniy 789890 AR % % 5% -Year TIPS 2010 Hyad1wvinriu 30.076 wiuduwizayneaand
anig uaT 3% % 30 % -Year TIPS 2032 Syarmfigauintu 5.746 Wuduwianyaeaans
aniy
AN919 71 2.12
2AAAIAINTAY TIPS Lenisziny nl 30 fiuene A.A. 2006
TIPS Redemption  Date of first  Amount in Nominal
Date Issue Issue Including
($ mn) Inflation
Uplift ($ mn)
3% % 10-Year TIPS 2007 15 Jan 2007 6 Feb 1997 15,758 20,238
3% % 10-Year TIPS 2008 15 Jan 2008 15 Jan 1998 16,812 21,174

37% % 10-Year TIPS 2009 15Jan 2009 15Jan 1999 15,902 19,731
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TIPS Redemption Date of first  Amount in Nominal

Date Issue Issue Including

($ mn) Inflation

Uplift ($ mn)

4%, % 10-Year TIPS 2010 15Jan 2010 18 Jan 2000 11,321 13,692
% % 5 Y% -Year TIPS 2010 15 Apr2010 29 Jan 2004 28,001 30,076
3% % 10-Year TIPS 2011 15 Jan 2011 16 Jan 2001 11,001 12,862
2% % 5-Year TIPS 2011 15 Apr2011 28 Apr2006 10,998 11,274
3% % 10-Year TIPS 2012 15Jan 2012 15 Jan 2002 6,004 6,881
3% 10-Year TIPS 2012 15Jul 2012 15Jul 2002 23,018 26,049
17% % 10-Year TIPS 2013 15Jul 2013 15Jul 2003 20,008 22,167
2% 10-Year TIPS 2014 15Jan 2014 15Jan 2004 21,002 23,128
2% 10-Year TIPS 2014 15 Jul 2014 15 Jul 2004 19,002 20,513
1% % 10-Year TIPS 2015 15Jan 2015 18 Jan 2005 19,001 20,249
17% % 10-Year TIPS 2015 15 Jul 2015 15 Jul 2005 17,000 17,784
2% 10-Year TIPS 2015 15 Jan 2016 17 Jan 2006 17,001 17,429
2% % 10-Year TIPS 2016 15 Jul 2016 17 Jul 2006 10,589 10,669
2% % 20% -Year TIPS 2025 15 Jan 2025 30 Jan 2004 28,001 30,227
2% 20-Year TIPS 2026 15 Jan 2026 31 Jan 2006 20,000 20,504
3% % 30-Year TIPS 2028 15 Apr2028 15 Apr1998 16,808 21,115
37% % 30-Year TIPS 2029 15 Apr 2029 15 Apr 1999 19,722 24,132
3% % 30% -Year TIPS 2032 15 Apr2032 15 Oct 2001 5,012 5,746

N Treasury Direct, Bureau of the Public Debt

dayaa1n Barclays Capital (NN 2.14) WAPNLIAAAIANNTBILARAT TIPS Wil

pxdasang lanew o Sui 31 Jguieu A.A. 2006 Wusn TIPS Ndens linausengne 5-10 1

o

) a e v 4 = a | '
AR \‘imﬁm‘mﬂumﬂ@: 41.4 AVNUNA TRAINN AR TIPS Wﬁqngﬂibl,ﬂﬂ@u?:ﬁqqﬂ

it}

q
5 1 GeldndauminiuFesay 30.3 amueh TIPS Addagang ldoaunanndn 10 Yawll

—

Ndndoutiasngainiuiasas 28.3
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wanani wualdunisiAuinesyafimnaines TIPS uanaindotany laneu

Fausll A.A. 1998 TuRBUNGUIEY A.A. 2006 WUG1 TIPS Nddasang lonausiaws 5-10 TN

MaALlngeNgn 7898311 An TIPS NRdsangldnauninngn 10 Tawll waz TIPS Nddas

i
=

v
a1/ linausiaust 1-5 Tinsmulndeamgn

AN 2.14

Andauaed TIPS uanaudasens lonew ol 31 Aquisw A.A. 2006

Market Cap Weight Average Average

30 Jun 2006 $bn % of overall No of Issues Real Yield Average Life Mod Duration
Barclays US TIPS Index 3623 100.0 19 2.50 9.80 8.22
1-10vrs 2598 7.7 14 249 6.00 532

=10vrs 102.5 28.3 5 2.52 20.83 15.537

1-5yrs 1038 303 6 244 3.35 307

3-10yrs 143.9 414 8 2.50 7.76 6.96

=3yrs 2524 69.7 13 2.51 12.52 1046

Source: Barclays Capital

Barclays US TIPS Index historical weights Market size growth since 1998 to end June 2006
100% 400 1
350 ===USTIPS
80% —1-5Yrs
= 300 A _
£ 5-10Yrs
4250 4 ,
60% i —=10¥r3
7 200 1
40% < 150
]
% 1001
20%
50 1
0‘3‘{1 OI T T T T T T T T
98 99 00 01 02 03 04 05 06 98 99 00 01 02 03 04 05 06

R Barclays Capital

3) @874 Inflation-indexed Bond lilAaanlnaniniging

1
=]

UanNaNAaTA TIPS Nisuintraanlull a.a. 1997 Taun1asy deldiAuinauasing

49

pattlaguan ludquenduia lan12aan Inflation-indexed Bond Fausdaailanenaassei

1990 Tasianzlugasll a.A. 1997 wid1 Jn19aan Inflation-indexed Bond AuN1n daily

' '
o

F9RLITLNFTUNAENEN TIPS 7198 HINNIANANARAITBNE0BNATIAIUEN AL NTY

49

¥ 1
! o =

uargaenulugeaiu nwi 2.15 uaneliiuis Inflation-indexed  Bond Mlxilsaanine
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n1AfgTedeanineaniiun1sdy UsEnienay uazutaaauiyuiadiesiu sluuuaes
Inflation-indexed Bond MilsiNaan Aa Interest Indexed Bond (IIB) 78994911 An Capital

Indexed Bond (CIB) IneIAmTisNANT 19819849 AB Consumer Price Index (CPI)

AN 2.15
¥ . . d‘ M v o o a
Wl Inflation-indexed Bond ‘1/11341@@%1@%@mgmasl,ummg@me

FOUALARUNATIAN A.A. 1997 DNIARUNWNAN A.A. 2003

3,000 7 2500
2,500
. 2,000
e
€
£ 1,500
1,000
500 0 0 0 35 105 116
0
1997 1998 1999 2000 2001 2002 2003

Year

P Bloomberg

252 @n3ae1u1ansg (United Kingdom: UK)

1) A2 1:uNU8d Inflation-indexed Bond

Inflation-indexed ~ Bond 28444511810W14NT §niTeNdn Index-linked  Gilt 4
y 4 B Ja o T d .

ANNABINIINAZNATIANIMRLIIL NN TN LU AANFIUAARIITEN 19 AI8AITNNENETNTA
TniAsgANand Aty o nanevinunuuzieTesanianisiungsdnsRuie liiuiguia
i1 John Maynard Keynes taualiiigunaean Index-linked Gilt Twanu3defiauasie Royal
Commission on National Debt and Taxation T A.A. 1924 waATNWENNIrae b
szaunadifa 1iesaInA1Nsea1U Report of the Committee on the Working of the
Monetary System ( Radclifie Committee, 1959 ) na1991 N5 MLATEINENIINNIRUNBS

dmsRuialiarunsosiediudng[ulald
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qunaelumdunAIIse 1970 s Ruidaingaauunislszunndeass 25

s P o g v A v oa X adsy a = ‘ |
inil (NN 2.16) V]’]lﬂ&lﬂﬂﬂ’]‘ﬂLLVI@?\imﬂ\im?’]mqﬁﬂuﬂﬂmmﬂj@qnuﬂ@@ﬂumﬂﬁl@ﬂq@ﬂﬂﬁ’ﬂﬂq\j

o o

HladAty Wl a.p. 1975 §gunaasidizueen Indexed National Saving Certificates %inf
liAeeaArnumaassialunistaaneilasuilea (Non-marketable) Ioel¥nanauunuideiy
patisnAAuAINa1an (Retail Prices Index: RPI) Tneidnianiaiauaaneianizinnesny

Tutainuny (Pension Fund)

AN 2.16
3Nl asuulaesatisn A AuA1anelan (RPI) 1998131810143

Sauptmsnnad 3 T A, 1948 Delmanna® 3 1 A.A. 2006

30

25

20

Q3 1948
Q31950
Q3 1952
Q3 1954
Q3 1956
Q3 1958
Q31960
Q31962
Q3 1964
Q3 1966
Q31968
Q31970
Q31972
Q31974
Q31976
Q31978
Q3 1980
Q31982
Q31984
Q3 1986
Q31988
Q3 1990
Q3 1992
Q31994
Q3 1996
Q3 1998
Q32000
Q32002

: National Statistics

=)
s
)

siaxn The Wilson Report touuziinliidsunaaan Index-linked  Gilt viva st

49

|
A 1

Pension Fund lasyu ededfusasnuddniiansnanin auinliiguiasen Index-

| !
= a

linked  Gilt \luAfsusnilanauiuiAn A.A. 1981 lnaaainldaneda Aa RPI wazanin
Hagyuliiiie Pension Fund (widasndnldgnenianiylumeniuia a.a. 1982) wena
atnaflunianislunisaan Index-inked  Gilt § 3 1lsznns Aa 1) Usendindiununisdnm
Ruv1 89310 Inflation  Risk  Premium  anad 2) flagiuaaini@asannsununisgis
dl Y a d’f 1 ai e ] a dl alz o a a dl
uiiasegeaundnnaianiand uaz 3) dvaduanudadulunisanduulounanis§ui

fR9N1IATLANERIIRUIHRTR9TTLNA

Q32004

Q32006
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HaffinaulumediRaann1seen Index-linked  Gilt B ligqeivan1anszans

p
N
X
U

ANAe luniiEueeaniafy wazanisauansliiinlidn funurein1sdnnRunuana

adeliladAny uaziiunirananuidasinuRudesig windrAyaellnantiu Ae dmen
P

a o 1o a

a dl a -dl s dj [~1 r-dl o va
L\‘i‘HL‘W’ﬂVILﬂﬂ‘ﬂu@ﬁ‘ﬂﬁ]’m’)’mﬁﬁ’]LQHLW@VIM@’]@ﬂqﬂﬂW?m GNLﬂuﬂa‘zimumuuwﬂuum@
2an Index-linked Gilt lupissalil

i 2.17 agdIdiiudauun dunnsiauenng Index-linked Gilt Tuusiasztl s

imRUNGAANTEL A.A. 1998 \usumY

NN 2.17
NANITLALAUNE Index-linked Gilt IneAd Auction

FOUFLABUNG AANIEY A.A. 1998 DIABURAIAN A.A. 2006

14,000 3.0
1 Nominal amount issued
12,000 — [ 25
—— % change
10,000 - 2.0
—= 8,000 1.5
5 S %
=~ 6,000 - 10
4,000 - 0.5
2,000 {_1 [—] {_W ~ 0.0
I 1 1 1 1 ‘ ‘ 1 -05

1998 1999 2000 2001 2002 2003 2004 2005 2006

) Year
#is1: UK Debt Management Office

ANNTIENIUNNTANEIUBY Townend ( 1997 ) na1991 UK 713l Index-linked
Gilt ludndaungs 39130104999 Index-linked  Gilt MANTULAAIDINITUIIIRYLTEAIAN
ANNTNAAAUNUNTTENTBITTUA AA3 LazanANIEEIALAa asann wudn nnseen
Index-linked Gilt 1@ uL5U8R1RwA2d1950 Inflation-indexed Bond Tasia@sinnnan
%3 a dl v dl o d” a o/ (]| QI
dnsnFuwdengnuandrliiiedmuanasauunuaasnsatsuillng wazdaiuniaig

ANTNARDIAQE
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yaNaNL frj“mﬁL'Ew,ﬁmmmﬂﬂ'wﬁﬁﬂzﬁﬂﬁmiumqﬁ'ﬁmﬂ% Index-linked  Gilt
g ustviai ﬂ“ﬁaiﬁmuﬁﬂmL%qﬂ?zﬁﬂﬁﬁﬁzgwﬁlﬁﬁudﬂ N17ANANLRIEAT1RULIHE
Hunaunannsld Indexclinked Gilt wazufiFgunaaziiadn nisaen Index-linked Gilt 49
FnlisnsGuilennas waztaduanuudederesulaunants@u uanisdanaiufass
dulldennunn vazifluniseanfiazidedn aesndedefiiintwinannnissaiy

UleIUNELFUNIURA G UL LN BRI
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Index-linked Gilt Redemption ~ Amount Nominal
Date in Issue Including

(£ mn) Inflation Uplift

(£ mn)
2% IL Treasury Stock 2006 19 Jul 2006 2,109 5,877"
2% % IL Treasury Stock 2009 20 May 2009 3,304 8,109
2% % IL Treasury Stock 2011 23 Aug 2011 4,631 12,008
2% % IL Treasury Stock 2013 16 Aug 2013 7,347 15,921
2% % IL Treasury Stock 2016 26 Jul 2016 7,696 18,227
1% % IL Treasury Gilt 2017 22 Nov 2017 2,200 2,232
2% % IL Treasury Stock 2020 16 Apr 2020 6,350 14,795
2% % IL Treasury Stock 2024 17 Jul 2024 6,133 12,138
1%, % IL Treasury Gilt 2027 22 Nov 2027 2,000 2,026
4 % % IL Treasury Stock 2030 22 Jul 2030 5,021 7,184
2% IL Treasury Stock 2035 26 Jan 2035 8,064 8,979
1%, % IL Treasury Gilt 2055 22 Nov 2055 3,313 3,388
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A8 UK Index-linked Gilt ueinmugdang lanau a4 31 nangiaAx A.A. 2006

Market Cap Weight Average Average
31 Jul 2006 £bn % of overall No of Issues Real Yield Average Life Mod Duration
Barclays UK Govt ILB Index 1229 1000 11 133 16.65 12.00
1-53Yrs 2.4 6.8 1 1.84 2.80 2.69
5-15Yrs 700 57.0 5 1.55 943 827
=15Yrs 445 36.2 5 1.13 26.99 19.63
=5Yrs 114.5 93.2 10 1.32 1749 12.68
Barclays Gilt Linker Index historical weights Market size growth since 1998 to end July 2006
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