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HOMEWORK #1
Question:

Search and compare inflation rates and Treasury-Bill rates of the following countries: Turkey, USA, Japan and England. Take CPI as inflation rate and find real interest rate from this information.

Extra question:

Also find Interest Rates of Turkish Eurobonds (in U.S. Dollars),  and compare them with Interest Rates of U.S. Treasury-Bills (with maturity of 1 year), from this comparison then find Risk Premium of Turkish Eurobonds, between years 2002-2006.

Solution:

CPI rates:

	Year
	CPI in Turkey
	CPI in USA
	CPI in Japan
	CPI in England

	1993
	66,09
	2,97
	1,26
	2,53

	1994
	105,22
	2,60
	0,70
	1,98

	1995
	89,11
	2,81
	-0,12
	2,73

	1996
	80,41
	2,94
	0,02
	2,49

	1997
	85,67
	2,34
	1,69
	1,78

	1998
	84,64
	1,55
	0,67
	1,59

	1999
	64,87
	2,19
	-0,35
	1,34

	2000
	54,92
	3,37
	-0,55
	0,79

	2001
	54,40
	2,82
	-0,80
	1,24

	2002
	44,96
	1,59
	-0,91
	1,26

	2003
	25,30
	2,28
	-0,26
	1,36

	2004
	8,60
	2,67
	-0,01
	1,34

	2005
	8,18
	3,38
	-0,57
	2,05

	2006
	9,65
	3,25
	0,29
	2,22


Treasury-Bill rates:

	Year
	T-Bill rates in Turkey
	T-Bill rates in USA
	T-Bill rates in Japan
	T-Bill rates in England

	1993
	86,74
	3,29
	4,23
	8,91

	1994
	158,02
	5,02
	4,43
	5,21

	1995
	123,17
	5,60
	3,34
	5,16

	1996
	134,19
	5,22
	3,07
	6,33

	1997
	124,50
	5,32
	2,32
	5,78

	1998
	115,53
	4,80
	1,47
	6,50

	1999
	109,57
	4,81
	1,77
	6,81

	2000
	36,20
	5,78
	1,75
	5,04

	2001
	99,60
	3,84
	1,33
	5,80

	2002
	62,70
	2,00
	1,25
	4,76

	2003
	46,00
	1,36
	1,01
	3,86

	2004
	24,70
	1,89
	1,50
	3,56

	2005
	16,30
	3,62
	1,36
	4,44

	2006
	18,01
	4,94
	1,74
	4,55


Real Interest rates:

Real Interest rate = Nominal Interest rate - CPI rate
	Year
	Real Interest rate in Turkey
	Real Interest rate in USA
	Real Interest rate in Japan
	Real Interest rate in England

	1993
	12,43
	0,31
	2,93
	6,22

	1994
	25,73
	2,36
	3,70
	3,17

	1995
	18,01
	2,72
	3,46
	2,37

	1996
	29,81
	2,22
	3,06
	3,75

	1997
	20,91
	2,91
	0,62
	3,93

	1998
	16,73
	3,20
	0,79
	4,83

	1999
	27,11
	2,56
	2,12
	5,40

	2000
	-12,08
	2,33
	2,31
	4,22

	2001
	29,27
	1,00
	2,14
	4,51

	2002
	12,23
	0,40
	2,18
	3,46

	2003
	16,52
	-0,90
	1,27
	2,46

	2004
	14,83
	-0,76
	1,51
	2,19

	2005
	7,51
	0,23
	1,94
	2,34

	2006
	7,63
	1,64
	1,45
	2,28


Risk Premium of Turkish Eurobonds:

Risk Premium of Turkish Eurobonds = Interest Rates of Turkish Eurobonds - Interest Rates of U.S. T-Bills (1 year maturity)
	Year
	Interest Rates of Turkish Eurobonds (in U.S. Dollars)
	Interest Rates of U.S. T-Bills (from the table above)
	Risk Premium of Turkish Eurobonds

	2002
	11,817
	2,00
	9,817

	2003
	11,250
	1,36
	9,890

	2004
	8,230
	1,89
	6,340

	2005
	7,520
	3,62
	3,900

	2006
	7,125
	4,94
	2,185
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