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Abstract

The purposes of thiz study are 1) to measure the price volatility of Debentures,
Government and State Enterprise Bonds  2) to approximate the percentage price change
and the baht price change by Taylor Series Expansion and 3) to examine the interest rate
risk immunization strategies of Debentures, Government and State Enterprise Bonds. This
study ié divided into three sections, as follows ;

13 The measurement of Macaulay Duration ( M.D. ) , Maodified Macaulay Duration
({ MM.D. ) and Con;rexity ( C. ) of 11 Debentures , 6 Government Bonds and 4 State
Enterprise Boﬁds. The information of this section includes the par value, the coupon rate, the
coupon payment date, the maturity date and the yield to maturrity of single debentures and
bonds during 1994-1997. The findings show that ;

- The M.D. and M. M. D. of coupon debentures and bonds will always be less than

its term to maturity.

- When the term to maturity of debentures and bonds decrease, the M.D. and

M. M. D. also decease.The rate of decrease is faster for the term to maturity of

debentures and bonds.



- The difference between the term to maturity and M.D. and M.M.D.will decline
over the years. Therefore, the decrease of the maturity is the primary factor in
determining the price volatility.

- The long-term debentures and bonds have C. more than the short-term debentures
and bonds.

2) In this study, the percentage price change and the price change were
approximated. The information used in the study were MM.D. , C. and the yield to
maturity in which it was change 25.00 B.P., 50.00 B.P. and 75.00 B.P. by per time. The
study found that ;

- When the yield to maturity was increased, the estimate price will higher than an
actual price. In contrast, when the yield to maturity was decreased, the estimate
price will lowef than an actual price.

- The error rate will increase when the yield to maturity was changed widely

- The percentage price change when the yield to maturity increase, is larger the
percentage price change when the yield to maturity decrease.

- The shape of price- yield curve is convex to the origin.

3)  An examination of Interest Rate Risk Immunization Strategies by testing three

Strategics ;

1. For the Macaulay Duration Matching Portfolio in which the M.D. of portfolio is
cqual to planning period, when the planning of period is the end, the investor will get the
realized yield which at least,equal to the promised yield . This means that the interest rate
risk can be eliminated.

2. For the Maturity Matching Portfolio, in which the term to maturity of portfolio is
equal to planning period, when the planning of period is the end, the investors can eliminate
price risk . However, the investors will face to reinvestment risk.

3. For the Long-Bond Portfolio, in which the M.D. of portfolio is less than the
planning period, when the planning of period is the end, the investors will face both of price
risk and reinvestment risk, |

From the examining of this the study, it was found that the Macaulay

Duration Matching Portfolio give the figures of realized yield closed to promised yield than



other strategies. However, the realized yield of the Macaulay Duration Matching Portfolio

is closed to the realized yield of the Maturity Matching Pértfolio, due to the composition
of both the Macaulay Duration Matching Portfolio and the Maturity Matching Portfolio is
similar. Also the Long-Bond Portfolio will give the highest figure of the realized yicld.

The recommendations for this study ;

- To rebalance the composition of the Macaulay Duration Maiching Portfolio, the
investors should buy the debentures and bonds which have shorter macaulay duration than
the debenture of Singer (Thailand) Public Co., Ltd, in that, it brings to the clearly difference
in the interest ra'te risk between the composition of the Macaulay Duration Matching
Portfolio and the Maturity Matching Portfolio.

-The planning period of each strategies should be divided in to two periods, both in

the period of increasing and decreasing interest rates in order to an optimal solution,



