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Bond Rating and Bond Yields
(1) (2) (3) Risk Premium (k *&:Zp*) (%)
. Defaul t—fr AAA-rated |BBB-rated

Time ce T-Bills Corporate | Corporate AAA BBB

%) Bonds Bonds (4)=(2)-(1) (5)=03)-(1)

(%) (%)

1963/6 4.00 4.23 4. 84 0.23 0.84
1975/6 6. 86 8. 77 10. 40 .91 3.04
1985/3 11.77 12. 47 13.51 0.70 1.74
1994/1 6. 29 6. 92 7. 65 0.63 1.36
1996/7 7.10 7.50 8.10 0. 40 1.00

Source: Federal Reserves -



Fixed Rate Mortgages Subprime-Prime Rate Spread and Corporate Bond Yield Spread

e SURpAMe-FPrime Spread (%)
mmmms BEE-AAA Spread (%)

2001 2002 2003 2004 2005 2006 2007
Year

Source: Demyanyk and Hemert (2007)



