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(Matching, duration, volatility and convexity)
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= Arcones Study Manual for SOA
Exam FM/CAS Exam 2, by
Miguel A. Arcones.
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assumption
o Adavwasnsdsuilgnanatazase
o P = 51105149154l

0 pv = YaA1ltUUINGNASEUA RN UTATINUNARNN
Mn9191911
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maﬂaauuﬂawao PV MINATS

Wasuulasuavansinaniis

PaFILNHAINNTINLUAZMNIFY

0 ASNUERY pv WaIN1518RU $1 1181 5 10 uay
20 Nnamsaaniiea 9% 10% uar 11%
feAnanuIu AMNAUNIUEITaUIa e
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\ mﬁtﬂaauuﬂawaa PV MINATS

Wasuuwlasuasdnsinaniie
= ATUIUAMNNURNIU (volatility)

04672
=47 ~5
—.01

o volatility = duration

0 vol = —
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a mismatched position

MDY 1
= U%ﬁmwf’ioﬁwﬁﬁuﬁmsﬁﬁzsﬁﬁmu $67,275 ‘luadn 20
1 1ilav1nANNRANAINVDINALNTAINU LUFENINN
5'1ﬂlmaﬂﬂﬁuM5wall,mml,ﬁal,ﬂuw (32U $16,105
Wdn 5 1) Fevitliusining a1 deeiaannnis
AINUFD
asset income = $10,000 x 1.1°=$16,105
liability outgo = $10,000 x 1.120 = $67,275
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a mismatched position

present
~. . value
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a mismatched position

present value Length Apv 2P 2{ Py
@ 20 ’20
9% 467 2,004 | 4.67 20.04
10% 10,000 10,000 0
11% -442 -1656 | 4.42 16.56
= dadng

a0 U3EN lan1 1 a1 1aantdatnugu

0 VRNNUIaNU anansnantdaanal
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duration

MNIDE 2

0 WRTUIUN 3 2l
B1 = Yudssazau fisnualavludnsige (20%)
B2 = fiuiszaznany N3naadadluansge (20%)
B1 = iuiszaznany NInaadasluansisia (10%)
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‘ duration
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duration

MNIDE 2
o pv UavN B1
pv, = 20v + 20v? + 20v3 + 20v* + 120v°
pv(0) = 200
limit,s.. pv(i) =0
o wRauiiay volatility (AausauluavassnAifanis

Wasuulavaavdnsinantiie)
B3 > B2 > B1
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duration

MDY 2
o duration 13a discounted mean term (dmt)
ASELLENUER X, fivna tii pv = XVt

tXevt Y tpv
dmtx — Z t - — Xt
% XtV X PVxt

— \'h t
pv = j=1thV1

dmt 811151 B1

1X20V+2X20VZ+3X20V3+4%X20v*+5%x120v°
20v+20v24+20v3+20v4+120v5

0 dmtg, = = 3.59@20%
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‘ duration

interest rate

Bond 0 20% 50%
B 4 359 3
By ¢« 5,03 3.13
By .75 5.72 3.4l

B, +4B,+ 2B, | 6.83 493 3.15
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volatility

1,813
a %ag_lazm'iL]J?qﬂuLLﬂawaﬁﬂmLﬁatﬁﬂuﬁu%aﬂazmﬁ
asguilavuadansiNanaulnu

NUNIU

o usvavaanida (8) = ansinisifaundasuas f sa
n1stdasundaveadinan 1 vuag

5 = (df/f)/dt = (df/dt)/f = FIf
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volatility

volatility oINS IE1TUIL
a (dP/P)/di = (dP/di)/P = P’/P
AU EDaInanLile

o redemption yield wayns1d15uiiTidns r siall
nuaHy
r = i@ gruavgnlang 2 ASvsiall
r = i® g1uavgning 4 ASvsiall
r = i(12 g1quavgnlng 12 Asusiatl
r = im grpUavgnine m Asusiall
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volatility

g6 volatility

o vol, =— (dP/P)/dr = - (dP/P)/di(™

o vol, = - (dP/P)/dd =-P’(5)/P(d)
dmt = vol, 193N

0 P(8) =Y Xvt =Y Xe ot

0 P'(8) = — Y tXe 0t

P'(8) Y tXte % Y tpvx:
P(3) Y, Xpe ot 2 PVxt

d VOlO = —
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convexity

= Uey
o convexity = P"/P
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linear combination of dmts

ANAsaunssudaRudanagulud Z, = X+ Y, for
all t

d t Z tZtVt Z tXtVt + Z thVt
0 dm = =
Z Z ZtVt Z ZtVt Z ZtVt

N Xevt | Y tXevt + YYvt Y tXevt
X Zvt T B Xevt D B Zevt T R Yt
0 = wy X dmty + wy X dmty
PVx PVy

d Wy = Wy =
X pvx+pvy Y pvx+pvy
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linear combination of dmts

more general form

a0 Z,=aX;+ bY, forallt

o dmt, = wy.dmty + wy.dmty
Wy = a.pvy/[a.pvy + b.pvy]
Wy = b.pvy/[a.pvy + b.pvy]
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linear combination of dmts

Mae1v 3
0 wasnaInuuasrinuldsenausnia $50 1u B1 $200 lu
B2 war $100 lu B3 Auan dmt aagwase
of = 50B1 + 200B2 + 100B3 = 50(B1 + 4B2 + 2B3)
dmt = w,.dmt, + w,.dmt, + w;.dmt,
0wy = pvy/[pvy + 4.pv, + 2.pvg]
O W, =4pv,/[pv, + 4.pv,+ 2.pv,]
O W3 = 2pvi/[pv, + 4.pv, + 2.pvy]
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AU dmt Watiatwu 1

M9 4
0 duNAI lLilnszudRudagnaanludn 9 thau Wl
97 dmt Tudn 9 1Raug1NUA

PVay = PV*(1+i)3/4
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Asudaundasuay P iiadnsn

anantdaidagutdasluidaniiag
« dP = — P x vol x d&
o AP =-P xvol x Ad

0 A8 = Ai(1 - i) or AS = Al
= 2AP=-Pxvol xAi(1-1i) or AP =-P x vol x Ai
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Exercises

Exercise 1
o WA Ad = Ai(1 —i)
Hint: 151370 €3 = 1+i 32 & = In(1+i) udvauRUs

Exercise 2

0 wuﬂauuwuomﬂﬂﬂao 1 asvsiall Iudns 12% ne
wunauuuauaﬂiaaauiuaﬂ 10 Tai19nn 1/15'1m
120 Au0u pv ey dmt mawuﬂmﬂmfmam'\
Wanaulnu 5% uazld pv uaz dmt 1nmmm”lm
AAnNNY pv Wiadnsiwanauunuiliowdlu 4% uay
6%
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Email:
o fbusnwk@ku.ac.th

Homepage:
Co 1 tact M e a http:/ffin.bus.ku.ac.th/nattawoot.htm
Phone:
o 02-9428777 Ext. 1218
= Mobile:
o 087- 5393525
= Office:

z = 1 [~ =3
o 9u 9 fin‘luiaaicuinisgsna u.
INHASANEANS LULTU
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