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The transmittance of changes of the prime rate to
thelong end of the yield curve - and why it
actually does not work

By Christoph Miiller

GRIN Verlag Feb 2008, 2008. Taschenbuch. Book Condition: Neu. 219x151x1 mm. This item is printed
on demand - Print on Demand Neuware - Seminar paper from the year 2007 in the subject Business
economics - Banking, Stock Exchanges, Insurance, Accounting, grade: 1,0, University of Cooperative
Education Stuttgart, 22 entries in the bibliography, language: English, abstract: In February 2005,
Fed's Chairman Alan Greenspan wondered why the long end of the yield curve did not show any
reaction to the hiking prime rate. Normally, a hiking prime rate gets through the complex
transmittance-mechanism to the long end of a yield curve. But in this cycle since June 2004, nothing
changed at the long end. An explanation via the classic interest theories does not come to a
satisfiying result, so the situation must be explained by the actual circumstances. The main reason is
a very high liquidity which has its origin in the last economic cycle. The excessive investments in
1999 and 2000 still keep the enterprises busy. They do not invest in fixed assets, which would mean a
higher capital demand, but on the capital market; and they pay back their debts, which also leads
to a falling yield. The liquidity supply...
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This publication is worth acquiring. It is actually full of knowledge and wisdom You are going to like the way the blogger publish this book.

-- Prof. Stanley Hermiston
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publication to understand.
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