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Convexity

Portfolios with higher convexity are often characterized by lower yield to maturity.
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Convexity is more valuable when yields to maturity are more volatile.
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Convexity IZ, Macaulay duration (weighted average of the times to receipt of cash flows) &
Dispersion (weighted variance, spread out around the Macaulay duration)(Z /335 Z L 23 T
Do
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* Bullet portfolio (A7 A FFEDRFHICER LImAR— N7+ U A)
Macaulay Duration 33 & U yield 23% L MiLod portfolio bb~C convexity 138 &/ &0,

e Barbell portfolio FEFHIMAENLD EEWLOEMAADLETZR— N7+ 4)
Macaulay Duration 33 & U yield 23% L MiLod portfolio kb~ T convexity 138 K X1,

*  Laddered portfolio (Cash flow 23 & AFWIFIIC oS AR— ~ 7+ U )
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