


































































Data Annex 

The returns on assets were calculated as follows: 

( 1 )  5 ,  10 and 20 year bonds: 

n o m i n a l  h o l d i ng peri o d  r e t u r n s  a re ba sed o n  t h e  fo l l o w i n g  

approximation first developed by Campbell and Schiller: 

1 ] j ( rj t  - rj t +1 ] ( l +r . ) ) t  

1 _ [ 1 I l +rj t  

where Yjt is the gross redemption yield at time t o f  a bond wi th j periods to 

maturity. Tjt are the average (par) yields on United Kingdom government bonds 

with j = 5, 1 0  or 20 years to maturity. (Source : Bank of England, reported in 

Financial S tatistics, Table 7 . 1 E .) Campbel l  ( 1 986), Shi l ler, Carnpbel l  and 

Scboenholtz ( 1983) and Hal l and Miles ( 1992) show that the approximation to 

holding period returns is very accurate. 

Yit is then used to define the log real holding return (hjt) using: 

(2) Building society deposit rates: the nominal holding period return in period 

t is the log of the current average building society share rate . (Source: 

Financial Statistics, Table 7. 1 K.) 

(3) Base Rate: the nominal holding period return is the log of the base rate of 

large UK banks. (Source: Financial Statistics, Table 7 . 10.) 

(4) Gold: the nominal holding period return on gold is calculated as the 

change through the month in Ule log of the dollar gold price, adjusted for 
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the percen tage change in the dollar sterl ing rate . (Source : Financial 

Statistics, Table 7 . 1  e.) 

(5) Equities: the nominal holding period return is the change in the log of the 

FT all share index plus the current dividend yield on the index. (Source: 

post- 1 963 Financial  S tatist ics,  Table 7 . 1  G ;  pre- 1 963 , Actuaries 

Investment Index, Institute of Actuaries.) 

(6) Euro $: the nominal holding period return is the log of the (last working 

day of month) Euro $ deposit rate adjusted for £)$ exchange rate changes. 

(Source: Financial Statistics, Table 7. IC and Table 7 . 1 B .) 

(7) Euro DM : the nom in al holding period return is  tbe log of tbe ( last 

working day of month) Euro DM deposit rate adjusted for £JDM excbange 

rate cbanges. (Source: Bank of England (B IS), and Financial Statistics, 

Table 7 . 1 B .) 

(8) Oil :  the nominal holding period return is the change in the log (dollar 

denominated) oil price index adjusted for the change in the £/$ excbange 

rate. (Source: Financial Times; London spot markets - Dubai and Brent 

Blend.) 

(9) Commodity prices: the nominal holding period return is the cbange in the 

log of the commodity prices index (metals and agricu ltural non-foods) 

adjusted for the change in the £/$ exchange rate . (Source: UN Monthly 

Bulletin on Statistics.) 

( 10) Houses:  the nominal holding period return is the change in the log of the 

Deparunent of the Environment' s OK mix-adjusted bouse price index. 

( 1 1 )  Land: nominal returns are the change i n  the log o f  the Departtnent of 

Environment quarterly index of residential land prices with planning 

pennission. 

( 1 2) Commercial property: the nominal return is the change in the log of the 

J ones ,  Lang and Wooton overa l l  performance property i ndex o f  

commercial property values. 

34 



Bank of England Working Paper Series 
Publication date in italics 

1 * Real interest parity, dynamic convergence and Andrew G Haldane 

the European Monetary System (June 1 992) Mahmood Pradhan 

2 * Testing real interest parity in the European Andrew G Haldane 

Monetary System (July 1992) Mahmood Pradhan 

3 Output, productivity and externalities-the R J Col well 

case of banki ng (August 1 992) E P Davis 

4 * Testing for short-termism in the UK stock 

market (October 1992) David Miles 

5 * Financial deregulation and household saving 

(October 1 992) Tamim Bayoumi 

6 * An investigation of the effect of funding on the D M Eggi nton 

slope of the yield curve (January 1993) S G Hall 

7 A simple model of money, credit and aggregate Spencer Dale 

demand (April 1993) Andrew G Haldane 

8 * Bank credit risk (April 1993) E P Davis 

9 Divisia indices for money : an appraisal of Paul Fisher 

theory and practice (April 1993) Suzanne Hudson 

Mahmood Pradhan 

1 0  The effect of official interest rate changes on 

market rates since 1 987 (April 1 993) Spencer Dale 

1 1  Tax specific term structures of interest rates in Andrew J Derry 

the UK government bond market (April 1993) Mahmood Pradhan 

1 2  Regional trading blocs, mobile capital and Tamim Bayoumi 
exchange rate co-ordination (April 1993) Gabriel Sterne 

1 3  Temporary cycles or volatile trends? Economic Gabriel Sterne 
fluctuations in 2 1  OECD countries (May 1993) Tamim Bayoumi 

1 4  * House prices, arrears and possessions: A three F J Breedon 
equation model for the UK (June 1993) M A S Joyce 



1 5  Tradable and non-tradable prices i n  the UK and 

EC: measurement and explanation (June 1993) C L  Melliss 

1 6  The statistical distribution of short-term libor 

rates u nder two monetary regimes Bahram Pesaran 
(September 1 993) Gary Robinson 

1 7  * Interest rate control i n  a model of monetary Spencer Dale 
policy (September 1 993) Andrew G Haldane 

1 8  Interest rates and the channels of monetary Spencer Dale 
transmission: some sectoral estimates Andrew G Haldane 
(September 1 993) 

1 9  The effect of futures trading on cash market 

volatil ity : evidence from the London stock 

exchange (December 1993) Gary Robinson 

20 * MO: causes and consequences (December 1993) F J Breedon 

P G  Fisher 

2 1  An empirical analysis of M4 i n  the United P G  Fisher 

Kingdom (December 1993) J L Vega 

22 A model of building society i nterest rate 

setting (June 1 994) Joanna Paisley 

23 Derivi ng estimates of i nflation expectations Mark Deacon 

from the prices of UK government bonds Andrew Derry 

(July 1 994) 

24 Estimating the term structure of i nterest rates Mark Deacon 

(July 1 994) Andrew Derry 

25 Potential credit exposure on interest rate swaps lan Bond 

(August 1 994) Gareth Murphy 

Gary Robinson 

26 New currencies i n  the Former Soviet Union : a recipe C L  Melliss 

for hyperinflation or the path to price stability? M Cornelius 

(September 1 994) 

27 Inflation, inflation risks and asset returns Jo Corkish 

(November 1 994) David Miles 

* Indicates paper out of pri nt and can be obtained on microfilm from Univerity 
Microfilms International, White S wan House, Godstone, Surrey, RH9 8LW 
(teI 0883 744 1 23) .  


