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<HELP> to contact our 24/7 Help Desk, <MENU> to return. Govt BFV

HELF FIR BLOOMBERG FATIR VALUE

search BFV <HELP> for: [ Page 1/ 13

Use BFY to determine a theoretical value for where a selected bond should
trade compared to bonds trading in the same industry and with the same credit
reting. UWhen a price is not available, BFY provides & Starting point as

to uhere a hond would be priced. When a price is available, BFY helps to
determine whether a bond is priced rich or cheap.

1] Instructions

2) Description of Display

Jd) What is BFY?

4) How is BFY Calculated?

5] BLOOMBERG MARKETS™ Articles

T0 ACCESS: {ticker symbol} <yellou key> BFY <Go>
KO6 7/15/03 <CORP> BFY <Go>
CT30 <GOVYT> BFY <Go>

.::wiﬁﬁ!ﬁi:u .
iy e L aC st

Australic 61 2 9,77 BBOU Brozil o511 =049 4500 Eurcpe 49 20 2430 7500 Germony 49 65 920410

Hongy Kong 852 2977 6000 Jopmn Bl 3 3201 8900 Singupore 65 6212 100D U.S. 1 212 318 zooo Copyright 2006 Bloomberg L.P.
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<HELP> to contact our 24/7 Help Desk, <MENU> to return. Govt BFV

HELP FOR BLOOMBEEG FAIEFR VALUE
Search BEV <HELP> for: SN  Fac: 2 / 13

INSTRUCTIONS
(Ince you select a secyrity, enter BFY <Go>. Additional instructians appear on
the screen.

_Jlo_change your settiement date, enter PDF <Go> (Personal Settings] and seiect
ettle dates, Terminal ID

To change your pricing source, enter PCS <Go> (Price Provider Search List].

To view a menu of Fair Market sector curves, entemc::::kGu>. To view a menu of
Fair Market curve indices, enter FRCT <Go>.

s
“Australic 61 7 9777 0600 Brozil 5511 3049 4500 Eurcpe 49 20 7330 <500 Germany 45 69 920410

Hong Kong 852 2977 6000 Japmn BL 3 3201 8900 Singopore 63 6212 100D U 8. 1 212 318 EDUU CopgréggtuE?gEgBlnumbTEgsg TS
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<HELP> to contact our 24/7 Help Desk, <MENU> to return. . Govi BFV

HELP FOR

Search BFV <HELP> for: Page 3/ 13

DESCRIPTION OF DISPLAY

The security’s market information dappears at the top of the screen. For more
information, enter Q <HELP>, Depending on the security you select, some or all
of the following fields appear:

The calculated Bloomberg Fair Valufur the issue. This
calculation is an_indication of a bond”s market value given the

“trading Tevels of other bonds of The same general isSuer type
and market-perceived credit guality., In moSt cases, LOE actual
&nd perceived credit guality are the same (i.e., the composite
Faiing defined by rating agencies and the implied ratings are
equal).

Australia Bl 2 9777 BBDA Brazil os11 3049 4500 Europa 4 ermony
Hong Kong 852 2977 6000 Jupon Bl 3 3201 8900 Singopors 63 6212 100D U 3 1 212 319,2000 Cep rzsht 20056 Bleomberg L.F,
£649-542-0 10-Apr-06 16:33:17 -

A

I L U wde sdin: u e T



<HELP> to contact our 24/7 Help Desk, <MENU> to return. Govt BFV

HELP FOR BLOOMBERG FATF VALUE
search BFV <HELP> for: [N Page 4 / 13

For example, ABC bond has a BGN (Bloaomberg Generic) price of 100
and a composite rating of AAL., The BLODOMBERG PROFESSIONALY
service searches for the Fair Market Curve that present values
the cash flows closest to its BGN price of 100. If similar
bonds within the AAl sector are present valued closest tg 100,
then the composite and implied curve would both be AAL, If the
present value of ABC’s cash flows is closer to the levels of a
higher or lower-rated curve, then that curve is its implied
curve (hest fit curve) and the composite and implied ratings
will be different.

YIELD:-The yield-to-maturity{(YTM) corresponding to the calculated BFY,
YTM is the percentage Fate of return pald on a bond, note, ar

other fixed income security if you buy and hold it to its
maturity date.

Exrcise Prem: Appears only for callable bonds. The costs associated with
calling the bond, expressed as a gercentage of par. The model
adjusts the call schedulé’ b) addfng' the éxertisé premium ta the

call strike prices.

TAustralic &1 2 9777 BBOD Brozil 5511 3044 4500 turope 49 20 £330 7o00 Germony 49 69 920410
Hong Kong 832 2977 6000 Jopon EL 3 3201 8500 Singmpore 65 &212 100D U §. 1 212 314 Zooo Cupgright 2006 Bloomberg L.P.
G649-542-0 1D-Apr-06 16:33:15
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<HELP> to contact our 24/7 Help Desk, <MENU> to return. Govt BFV

HELP FOR BLOOMBERG FATE VALUE
search BFV <HELP> for: [ Page 5/ 13

Call Schedule: Appears@nlu for callable bon The call dates and prices,

NOTE: The call scheduTe displaus only those calls relevant to
the settle date and beyond.

Put Schedule: ﬂppears(ﬂnlg for puttable bonds) The put dates and prices.

NOTE: The put schedule displauys only those puts relevant to the
settle date and beyond.

: The date securities must be delivered and paid for to complete

a transaction. Typically this is the trade date plus three daus
(T+37. o '

—ney

BPS ghift: The numher of basis points hu which to shift the entire gectgr
yleld curve. You can use this field to perform the analysis
> using parallel shTTis; TB¥ To change specific points on the
(:T;§915FVQL_adjust any of theTAdividual sector rates and press <Go>.

Y

. . it

TAustralia fas] Brozil Sail J049 4500 Eurcpe 44 ermany 20410

Hong Kong 832 2977 6000 Jopun Bl 2 3201 8500 Singopore 65 6212 1000 U.S. 1 212 318 2000 Copyright 20056 Bloorbkery L.P.
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<HELP> to contact our 24/7 Help Desk, <MENU> to return, Govt BFV

HELP FOR BLOOMBEEG FATR VALUE
Search BFV <HELP> for: Page 6 / 13

Adjusted Spread

Implied Sect,

[ S

Austrolia

to fair value:

OrS

The option-adjusted spread to the sectpr uield curve, in basis

points (bp).. If the bond historically trades auay from its

Volatility:

sector curve and you want to calculate the BFY based on this
assumption, enter the price discrepancy, in basis points. If
you enter a value, the cross-mark that appears on the graph,
which represents the yield to workout, 15 moved respectiveluy.

The impl]j ility based on volatility assumptions
implicit in current market valuations of bonds with options,

@5 a percentage,

Europe 49 ZD ?Sﬁﬁ_75U0 Germony 49 69 920410

ro [s]
Hong Kong 832 2977 6000 Jwpmn Bl 3 3201 8500 Singmpore 63 6212 100D U.S. 1 212 2318 2000 Copyright EUUE Bloomberna L.P.
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ct our 24/7 Help Desk, <MENU> to return, Govt BFV

HELP FU0R BLOOMBERG FATRE VAILUE

Search BFV <HELP> for: NN @ F:c 7/ 13

Imp, Option

Yalue:

Price:

Impl. Rating:

Australia

The implied option value. The model’s determination of the

total value of all embedded optians, If the bond has only
embedded calls, this number is positive. If the hond has only
embedded puts, this number is negative: Sinks are thought of
as partial calls and contribute a positive value to the option
value. For example, if the bond has an embedded cal! worth
$3.00 to the issuer and an embedded put worth $2.00 to the
bondholder, the option value is quantified as $1.00 ($3 - $2),

prears(ﬁiliifnr cnrpuratg—Eaﬁﬂﬁ)uith BGN (Bloomberg Generic)

pricing. The price used to calculate the implied ratings for
the bond or the dollar value of a compgsite or implied rating
split. ‘

Appears only for corporate bonds with BGN (Eloomberg Generic)
pricing, The bond’s implied rating.
{1 <Go> for more information on implied ratings}

bermony 49 65 920410

ozl fils] Europe 49 200 7330 7500
Hong Keng 852 2377 6000 Japmn Bl 3 3201 8900 Singopore 65 6212 1000 U.8. 1 212 318 2000 gop right 2006 Bloomberg L.P.
+
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<HELP> to contact our 24/7 Help Desk, <HENU> to return. Govt BFV

HELF FOR. BLOOMBERG FATIR VALUE
Search BFV <HELP> for: Page 8/ 13

Inpl. Curve: Appearsf{bnl rete bonds)ulth BGN (Bloomberg Generic)
pricing. he bond’s implied curve. NOTE: The curve displayed
on the graph and in the fields is the bond’s actual rating
curve,

The sectar number and name appear in white ahove the graph. The numher
represents the sector's fair market curve (FMC). FMC's are constructed hy
plotting guotes of similar issues, in terms of credit rating and economic
function, and fitting a curve to those guotes. This process creates specific
yield curves for various bond types (e.g. the A2 Utility Curve).

The graph displays the Bloomberg Fair Yalue curve, with time on the horizental

x-axis and the uield on the vertica] y-axis. Observatign paints are marked

with an (X) or with an asterisk/(*) )Juhen the point IS on the curve,

S

Sinking Fund: Appears only for sinkable bonds. The sinking fund provisions,
including the amount to be retired, the percentage retired per
year, and the date that the sinking fund schedule begins.

TAustralia rozi ] Europs 44 20 /2330 7500 Gerricany 4
Hong Kong 852 2977 6000 Jopan Bl 3 3201 8900 Singapore 65 6212 100D U.S, i 212 318 2000 Buparight 2006 Bloomberg L.P.
: R - S Wy o0 MLy B649-8542-0 1D-Apr-D6 16:33:23 .

S T .‘j_nv.!‘pm‘ Tivdr Catrvan

e e o



CHELP> to contact our 24/7 Help Desk, <MENU> to return, Govt BFV

AELP FOIR BLOOMBERG FATE VALUE

Search BFV <HELP> for: NS  Fac: 0/ 12

Actual Balance: Appearsionly\for _sinkahle bonds. The bond*s current amount

gutstan ach () equals ’000,

Scheduled Bal.:rﬂppears(nﬁlg for sinkable bonds, = The amount that is currently
“Toutstanangg T the 1ssuer sinks the minimum amount possible.
Each (M) eguals ’000.

Hrorata Sinker?: prears(;;nh for sinkable bonds. Choose (Y) if the bond has a
-pruUTata SLAKEr, The issuer may be able to meet sinking fund
reguirements by buying bonds in the open market, if the bonds
are trading at a discount. If the issuer must meet sinking
fund regquirements by retiring bonds on:a pro rata basis at
par, the hond is said to have a pro rata sinker.

AR e B

Australia &1 2 9777 BBOU Brozil 5511 30449 4500 Eurcpe 4% Z0 2430 /500 Germany 4
Hong Kong 852 2977 6000 Jupon B 3 3201 8900 Singapore 63 6212 1000 U.§. 1 212 318 2000 Copyright 2006 Bloomberg L.P.
6649-542-0 10-Apr-06 1&:33:24

crre boLaids, (STPYTVE YR

A - )

THEn

I I



<HELP> to contact our 24/7 Help Desk, <MENU> to return. Govt BFV

HELP FOR BLOOMBERG FATITE VALUE
search BFV <HELP> for: Page 11 / 13

HOW IS BFY CALCULATED?

Ta begin calculating Bloomberg Fair VYalue (BFY), Rloomberg creates fair market
sector curves. Each curve is composed of bonds having the same issuer type and
credit quality.

[rewt Amatd

To reflect the current market for the selected issue, Bloombery uses RGN
(Bioomberg Generic) prices tg consstruct the yield curve. BGN is the average af
FEcently contributed prices_that come from high-qualitfy pFice contributors and
that agree within a spec1fled margin. BGN prices are re-calculated every dey

Jhen the market closes. Duri ' markets’ government B

prices are updated as contributed prices come in and some of those markets’
non-government BGN prices are updated at a constant spread to the nearest

government benchmark,
Gov = 4.,

mﬁ%‘f%

h...* :4 v
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6649-542-0 10-Apr-D6 15:33:27

thn el

BTN ]

117



CHELP> to contact our 24/7 Help Desk, <MENU> to return. Govt BFV

HELP FIRF BLOOMBERG FAIR VALUE
Search BFV <HELP> for: [N Page 12 7 13

To account for embedded options (puts, calls, and sinks) BFY yses an implied
volatility, reflectiing current market condltions, to value the optipms,  This
Jtupe of volatility describes the market's current tendencies in pricing
emhedded bond options.

Implied volatility is derived by examining the relationship hetween the BGN and
the BEY price for all bonds within the sector. UsSing an lterative prucesgL_BEi

solves for an implied sector valatility, which in theory, Teaves only credit
perception and market inefficTENCY 10 account faor price discrepancies within
the sector, o

[ ey '

The volatility value that minimizes the standard deviation of the difference
etween_the BGN and BFY is used as the implled Sector volatility, _This derived

urve is ysed to calculate the present values of the bond's cash flous, BFY
empioys the option-adjusted spread model to solvg for embedded opiion values
based on & zero-spread t0 1tS Sector curve, _BFY is the grpss cash flou minusc§§

the dollar value of any embedded options,
T

'

Austrolia 61 2 5777 G600 Brozil urope ] Gerrany 49 &5 920410
Hong Kong 832 2977 €000 Jopon Bl 3 3201 8900 Singapore 65 5212 100D U.S. { a2 318 2000 Copyright 2006 Bloomberg L.P.
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<HELP> to contact our 24/7 Help Desk, <MENU> to return. Govt BFV

P T0R BLOOMBERG FAIR VALUE
Search BFV HELP> for: S  Pac: 13 / 13

The {nplied rating is the Bloombern composite rating assigned to the fair
arket curve that minimizes the d ce between a bhond's BFY and the

N quote. A BFY substantially different from its BGN can generate an impli
rating that is nigher or lower than the bond’s actual rating., 1his difference
in ratlng indicates that the market's perception of the issue’s credit quality
is not in line with that ot the rating agencies.
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