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Notes

Quotes

Treasury Futures and Cash
Last Last Last

Decimal _€ _32.00 [NNIVield=VDUFation!

119.1469 119.0470

99.4906

99.1570

* Futures use CTD for Last Yield
IF : '#VALUE!, then, no quote being provided by exchange.

Jim Goulding, jgoulding@ghco.com

Page 1
Eurodollars (ED)
Last Lastlmp  Daystil Fraction
Price Yield Expr. of year Month
EDAHO09 98.920 1.080 53 0.145 MAR
EDAMO9 98.940 1.060 144 0.394 JUN White
EDAUO09 98.855 1.145 235 0.643 SEP Pack
EDAZ09 98.695 1.305 326 0.892
Red
Pack
Green
Pack
Blue Pack
EDAH13 97.125 2.875 1516 4.153 MAR
EDAM13 97.070 2.930 1607 4.402 JUN
EDZU13  97.015  2.985 1698  4.651 sep ©old Pack
EDZZ713 96.925 3.075 1789 4.901 DEC
Last Yield Net Yield Last Price
White Pack 1.167 2.750 9885.250
Pack
Prices
Gold Pack 0.000 9708.250

The Morning Email: TED

Red pack is a 2yr proxy
Gold pack is a 10yr proxy
Red /Gold is a 2/10 proxy
Blue pack is a 5yr proxy
Blue/Gold is a 5/10 proxy
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Overview of Hedging, Notes

How many ways can you hedge the TED? Let me count...there's lots and lots, like:

1 Regression
2 Engineered
3 Strip with and without Stubs
4 Convexity Bias
5 Weighted
6 Unweighted
and more...

Most of us are interested in the unweighted hedge which is simply a curve trade hedge.
There are so many ways to hedge the TED trade that | can't possibly list them all.

If you email me and ask for a specific hedge, I'll get it to you.
jgoulding@ghco.com

Correlations (Important)

Correlations for the US Cash Treasuries are done on a YIELD basis.
Therefore, you'll see negative values. The reason for this is due to
the new issues. Every new issue takes too long to 'catch up' because
the correlation formula looks back 10days. So, it's much easier

to formulate the correlations based on yield than price.

Page 2
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Dirty TED: ZT vs Eurodollar Contracts

Spread
Price
10.205
10.185
10.270
10.430
10.580
10.825
11.060
11.305
11.445
11.595
11.715
11.825

Spread
Yield
0.46
0.44
0.53
0.69
0.84
1.08
1.32
1.56
1.70
1.85
1.97
2.08

Correlation*
(percent)

Spread
Name
ZT-EDAH09
ZT-EDAMO09
ZT-EDAU09
ZT-EDAZ09
ZT-EDAH10
ZT-EDAM10
ZT-EDAU10
ZT-EDAZ10
ZT-EDAH11
ZT-EDAM11
ZT-EDAU11
ZT-EDAZ11

Price = Outright Decimal Price - Euro Contract Price
Yield = ABS (Proxy Yield - Implied Euro Contract yield)
*Correlation = ED Correlation to Treasury Future over 10 days

ED Duration as

EDAHO09
EDAMO09
EDAUO09
EDAZ09

Fraction
of year
0.145
0.394
0.643
0.892
1.142
1.391
1.640
1.890
2.139
2.388
2.657
2.906

ZT
Duration
1.83
1.83
1.83
1.83
1.83
1.83
1.83
1.83
1.83
1.83
1.83
1.83

Spread

Duration
1.68 | ZT-EDAHO09
1.43 | ZT-EDAMO09
1.18 | ZT-EDAU09
0.93 | ZT-EDAZ09
0.68 | ZT-EDAH10
0.44  ZT-EDAM10
0.19 | ZT-EDAU10
(0.06) ZT-EDAZ10
(0.31) ZT-EDAH11
(0.56) ZT-EDAM11
(0.83) ZT-EDAU11
(1.08) ZT-EDAZ11

The farther away from 0 the spread duration is the riskier the trade.

Jim Goulding, jgoulding@ghco.com
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EDAHO09
EDAMO09
EDAU09
EDAZ09

Spread
Price
20.227
20.207
20.292
20.452
20.602
20.847
21.082
21.327
21.467
21.617
21.737
21.847

Dirty TED: ZF vs Eurodollar Contracts

ZF

Spread
Yield
0.27
0.29
0.20
0.04
0.11
0.35
0.59
0.83
0.97
1.12
1.24
1.35

Spread

Name
ZF-EDAHO09
ZF-EDAMO9
ZF-EDAU09
ZF-EDAZ09
ZF-EDAH10
ZF-EDAM10
ZF-EDAU10
ZF-EDAZ10
ZF-EDAH11
ZF-EDAM11
ZF-EDAU11
ZF-EDAZ11

Price = Outright Decimal Price - Euro Contract Price

Yield = ABS (Proxy Yield - Implied Euro Contract yield)
*Correlation = ED Correlation to Treasury Future over 10 days

ED Duration as

EDAHO09
EDAMO09
EDAU09
EDAZ09

The farther away from 0 the spread duration is the riskier the trade.

Fraction
of year
0.145
0.394
0.643
0.892
1.142
1.391
1.640
1.890
2.139
2.388
2.657
2.906

ZF
Duration
1.35
1.35
1.35
1.35
1.35
1.35
1.35
1.35
1.35
1.35
1.35
1.35

Jim Goulding, jgoulding@ghco.com

Spread
Duration
1.21
0.96
0.71
0.46
0.21
(0.04)
(0.29)
(0.54)
(0.79)
(1.04)
(1.31)
(1.56)

Correlation*
(percent)

ZF-EDAHO09
ZF-EDAMO09
ZF-EDAU09
ZF-EDAZ09
ZF-EDAH10
ZF-EDAM10
ZF-EDAU10
ZF-EDAZ10
ZF-EDAH11
ZF-EDAM11
ZF-EDAU11
ZF-EDAZ11

1.55
1.35
1.15
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0.75
0.55
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Spread Spread Spread Correlation* N Yield - ED Yield
Price Yield Name (percent)
EDAHO09 25.580 0.47 ZN-EDAH09
EDAMO09 25.560 0.49 ZN-EDAMO9 135
EDAU09 25.645 0.41 ZN-EDAU09 115
EDAZ09 25.805 0.25 ZN-EDAZ09 0.95
25.955 0.10 ZN-EDAH10
26.200 0.15 ZN-EDAM10 0.75
26.435 0.38 ZN-EDAU10 0.55
26.680 0.63 ZN-EDAZ10
26.820 0.77 ZN-EDAH11 035
26.970 0.92 ZN-EDAM11 0.15
27.090 1.04 ZN-EDAU11
27.200 1.15 ZN-EDAZ11 -0.05
Price = Outright Decimal Price - Euro Contract Price % § % § % § % E % g g ﬁ
Yield = ABS (Proxy Yield - Implied Euro Contract yield) 2 g 2 3 2 g 2 3 2 g 2 3
*Correlation = ED Correlation to Treasury Future over 10 days ; ; ; ; ; ; ; ; ; ; ; ;
N N N N N N N N N N N N
ED Duration as Correlation
Fraction ZN Spread
of year Duration Duration 120
EDAHO09 0.145 6.23 6.09  ZN-EDAH09
EDAMO9 0.394 6.23 584 ZN-EDAMO9 100
EDAU09 0.643 6.23 5.59  ZN-EDAU09 80
EDAZ09 0.892 6.23 5.34 | ZN-EDAZ09
1.142 6.23 5.09  ZN-EDAH10 60
1.391 6.23 4.84  ZN-EDAM10
1.640 6.23 4.59 | ZN-EDAU10 40
1.890 6.23 4.34  ZN-EDAZ10
2.139 6.23 4.09 | ZN-EDAH11 20
2.388 6.23 3.84 | ZN-EDAM11
2.657 6.23 3.57 | ZN-EDAU11 0
2.906 6.23 332 ZN-EDAZI1 g ¢ & g 2 2 3 ] ¥ g § §
: £ z 3z 2 2z ¥ % § 2 ¢
The farther away from 0 the spread duration is the riskier the trade. LIDI.I UQIJ LIDI.I UD'J LIDI.I UQIJ UQ'J LIDI.I UQ'J UQIJ LIDI.I UD'J
< & & & & B /& /& & &8 & &

Jim Goulding, jgoulding@ghco.com The Morning Email: TED
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EDAH09
EDAMO09
EDAU09
EDAZ09

Price = Outright Decimal Price - Euro Contract Price

TERM TED: 2y vs Eurodollar Contracts

Spread
Price
1.274
1.254
1.339
1.499
1.649
1.894
2.129
2.374
2.514
2.664
2.784
2.894

Spread
Yield
0.31
0.29
0.37
0.53
0.68
0.93
1.16
141
1.55
1.70
1.82
1.93

Spread

Name
2y-EDAHO09
2y-EDAMO09
2y-EDAU09
2y-EDAZ09
2y-EDAH10
2y-EDAM10

2y-EDAU10
2y-EDAZ10
2y-EDAH11
2y-EDAM11
2y-EDAU11
2y-EDAZ11

Yield = ABS (Proxy Yield - Implied Euro Contract yield)
*Correlation = ED Correlation to Treasury Future over 10 days.

ED Duration as

EDAH09
EDAMO09
EDAU09
EDAZ09

The farther away from 0 the spread duration is the riskier the trade.

Fraction
of year
0.145
0.394
0.643
0.892
1.142
1.391
1.640
1.890
2.139
2.388
2.657
2.906

2y
Duration
1.92
1.92
1.92
1.92
1.92
1.92
1.92
1.92
1.92
1.92
1.92
1.92

Jim Goulding, jgoulding@ghco.com

Spread
Duration
1.77
1.52
1.27
1.02
0.77
0.52
0.28
0.03
(0.22)
(0.47)
(0.74)
(0.99)

Correlation*
(percent)

2y-EDAH09
2y-EDAMO9
2y-EDAU09
2y-EDAZ09
2y-EDAH10
2y-EDAM10
2y-EDAU10
2y-EDAZ10
2y-EDAH11
2y-EDAM11
2y-EDAUL1
2y-EDAZ11
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ZT Yield - ED Yield

2y-EDAH10

2y-EDAH10

2y-EDAM10
2y-EDAU10

Correlation

2y-EDAM10
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2y-EDAZ10

2y-EDAH11

2y-EDAH11
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Sy
Spread Spread Spread Correlation* 5y - ED Yield
Price Yield Name (percent)
EDAHO09 0.571 0.52 5y-EDAH09 1.20
EDAMO09 0.551 0.54 5y-EDAMO09
EDAU09 0.636 0.46 5y-EDAU09 1.00
EDAZ09 0.796 0.30 5y-EDAZ09
0.946 0.15 5y-EDAH10 0.80
1.191 0.10 5y-EDAM10 0.60
1.426 0.33 5y-EDAU10 '
1.671 0.58 5y-EDAZ10 0.40
1.811 0.72 5y-EDAH11
1.961 0.87 5y-EDAM11 0.20
2.081 0.99 5y-EDAU11
2.191 1.10 5y-EDAZ11 0.00
Price = Outright Decimal Price - Euro Contract Price ¢ ¢ & & 2 2 g § £ 2 5 4§
Yield = ABS (Proxy Yield - Implied Euro Contract yield) g g g 5 g g 2 3 2 g 2 3
*Correlation = ED Correlation to Treasury Future over 10 days E U"'% E Uu% E ':% t'n:, I:,:‘ t'n:, ':% t'n:, I:,:‘
Correlation
ED Duration as
Fraction 5Y Spread 0
of year Duration Duration 20
EDAHO09 0.145 4.60 4.46 | 5y-EDAHO09
EDAMO09 0.394 4.60 4.21 = 5y-EDAM09 40
EDAU09 0.643 4.60 3.96 5y-EDAU09
EDAZ09 0.892 4.60 3.71  5y-EDAZ09 60
1.142 4.60 3.46 = 5y-EDAH10
1.391 4.60 321 5y-EDAM10 80
1.640 4.60 296 5y-EDAU10
1.890 4.60 2.71 | 5y-EDAZ10 -100
2.139 4.60 2.46  5y-EDAH11
2.388 4.60 2.21 | 5y-EDAM11 -120
2.657 4.60 1.94 | 5y-EDAU11 g g 2 2 = = = = = - - -
2.906 4.60 1.70 = 5y-EDAZ11 E % g %‘ E % g %‘ g % g g
The farther away from 0 the spread duration is the riskier the trade. w m w w w m w w w m w w

Jim Goulding, jgoulding@ghco.com The Morning Email: TED
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EDAHO09
EDAMO09
EDAU09
EDAZ09

Spread
Price
0.571
0.551
0.636
0.796
0.946
1.191
1.426
1.671
1.811
1.961
2.081
2.191

TERM TED: 10y vs Eurodollar Contracts

Spread
Yield
1.47
1.49
1.40
1.24
1.09
0.85
0.61
0.37
0.23
0.08
0.04
0.15

Spread

Name
10y-EDAHO09
10y-EDAMO9
10y-EDAU09
10y-EDAZ09
10y-EDAH10
10y-EDAM10
10y-EDAU10
10y-EDAZ10
10y-EDAH11
10y-EDAM11
10y-EDAU11
10y-EDAZ11

Price = Outright Decimal Price - Euro Contract Price

Yield = ABS (Proxy Yield - Implied Euro Contract yield)
*Correlation = ED Correlation to Treasury Future over 10 days

ED Duration as

EDAHO09
EDAMO09
EDAUO09
EDAZ09

The farther away from 0 the spread duration is the riskier the trade.

Fraction
of year
0.145
0.394
0.643
0.892
1.142
1.391
1.640
1.890
2.139
2.388
2.657
2.906

10yY
Duration
8.23
8.23
8.23
8.23
8.23
8.23
8.23
8.23
8.23
8.23
8.23
8.23

Jim Goulding, jgoulding@ghco.com

Spread
Duration
8.08
7.83
7.58
7.34
7.09
6.84
6.59
6.34
6.09
5.84
5.57
5.32

Correlation*
(percent)

10y-EDAH09
10y-EDAMO9
10y-EDAU09
10y-EDAZ09
10y-EDAH10
10y-EDAM10
10y-EDAU10
10y-EDAZ10
10y-EDAH11
10y-EDAM11
10y-EDAU11
10y-EDAZ11

175
1.55
1.35
1.15
0.95
0.75
0.55
0.35
0.15
-0.05

1.47

10y-EDAH09

-100

-120

10y-EDAH09
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1.49

10y-EDAMO9
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10y-EDAZ09

10y Yield - ED Yield

10y-EDAH10

10y-EDAH10

10y-EDAM10

Correlation

10y-EDAM10

10y-EDAU10

10y-EDAU10

10y-EDAZ10

10y-EDAZ10

10y-EDAH11

10y-EDAH11
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Chart values show the differences between ED contract and Treasury Futures contract. Those values can be seen in the table at the bottom of the chart.
Each cash treasury is then plotted on the chart to compare differences in the durations and basis point values.

2.50

2.00

1.50

1.00

0.50

0.00

——7T 0.46 0.44 0.53 0.69 0.84 1.08 1.32 1.56 1.70 1.85 1.97 2.08
—m—ZF 0.27 0.29 0.20 0.04 0.11 0.35 0.59 0.83 0.97 112 1.24 1.35
—a—ZN 0.47 0.49 0.41 0.25 0.10 0.15 0.38 0.63 0.77 0.92 1.04 1.15

——7T —8—7F —&—7ZN

Jim Goulding, jgoulding@ghco.com The Morning Email: TED



1/22/2009 5:54 TED Curve Page 8

Chart values show the differences between ED contract and Treasury Cash contract. Those values can be seen in the table at the bottom of the chart.
Each cash treasury is then plotted on the chart to compare differences in the durations and basis point values.

2.50
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1.50

1.00

0.00

——2y 0.31 0.29 0.37 0.53 0.68 0.93 1.16 141 1.55 1.70 1.82 1.93
—&—5y 0.52 0.54 0.46 0.30 0.15 0.10 0.33 0.58 0.72 0.87 0.99 1.10
—&— 10y 1.47 1.49 1.40 1.24 1.09 0.85 0.61 0.37 0.23 0.08 0.04 0.15

——2y —8—5y —a—10y
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2y Basis TED Curve
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Last Net Last Last
Yield Yield Price
White Pack 1.167 2.750 9885.250

Blue Pack 2.861 -4.750 9719.750
Gold Pack 0.000 9708.250

3.500

2.861

3.000

2.500

2.000

1.500

1.000

0.500

0.000
White Pack Red Pack Green Pack Blue Pack Gold Pack
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