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If A Treasury Note Has A Bid Price Of $996.25, The Quoted Bid Price In The Wall Street Journal Would be an
important consideration for investors, traders, and financial analysts who monitor government securities.
Understanding how bid prices are quoted, interpreted, and reported in financial publications such as the Wall
Street Journal (WSJ) is crucial for making informed investment decisions. This article explores the nuances of
Treasury note pricing, how bid prices are represented in the WSJ, and what investors need to know to interpret
these quotes accurately.

---

Understanding Treasury Notes and Bid Prices

What is a Treasury Note?
Treasury notes are medium-term debt securities issued by the U.S. Department of the Treasury to finance
government spending. They typically have maturities of 2, 3, 5, 7, or 10 years and pay interest semiannually.
Investors purchase these notes at auction or in the secondary market, where their prices fluctuate based on
interest rates, economic conditions, and market sentiment.

The Concept of Bid Price
The bid price represents the highest price a buyer is willing to pay for a security. In the context of Treasury
notes, the bid price indicates the price a trader or institution is prepared to pay to purchase the note from a
seller.

For example, if a Treasury note's bid price is $996.25, it means the buyer is willing to pay $996.25 for each
$1,000 face value of the security, considering the accrued interest and other factors.

---

How Bid Prices Are Quoted in the Financial Media

Standard Quotation Format
Financial publications like the Wall Street Journal typically quote Treasury note prices as a percentage of
face value, often with fractions of a 32nd of a dollar, to reflect the precise bid and ask prices. The general
format for quoting Treasury securities includes:

- Price as a percentage of face value (e.g., 99.625)
- Fractional component (e.g., 16/32)
- Yield (the annual return based on the current price and coupon rate)

For example, a quote might appear as:
> 99-16 (which translates to 99 and 16/32 percent of face value)



Converting Bid Price to Quoted Price
Given the bid price of $996.25, we need to understand how this translates into the quoted price in the WSJ
format.

- The face value of Treasury notes is typically $1,000.
- The bid price of $996.25 indicates the amount paid per $1,000 face value.
- To express this as a percentage, divide the bid price by the face value:

\[
\frac{996.25}{1000} = 0.99625
\]

- Convert this decimal to a percentage:

\[
0.99625 \times 100 = 99.625\%
\]

- Expressed in the WSJ format, this is often written as 99-20 (since 0.625 corresponds to 20/32):

\[
0.625 \times 32 = 20
\]

So, the quoted bid price would be 99-20.

---

From Bid Price to Wall Street Journal Quoted Price

Step-by-Step Conversion
To understand how a bid price of $996.25 translates into WSJ quotation format, follow these steps:

Determine the percentage of face value: \(\frac{996.25}{1000} = 0.99625\) or 99.625%1.

Express as a fraction: The fractional part (.625) corresponds to 20/32 because:2.

\[
0.625 \times 32 = 20
\]

Combine to form the full quote: The price is 99 minus 20/32, written as 99-20.3.

Interpretation of the Quoted Price
The WSJ quote 99-20 indicates:



- The bid price is 99 and 20/32 percent of the face value.
- The actual dollar amount is:

\[
99 + \frac{20}{32} = 99.625\%
\]

and when applied to a $1,000 face value:

\[
0.99625 \times 1000 = \$996.25
\]

which matches the original bid price.

---

Implications for Investors and Traders

Understanding Market Prices
Knowing how to interpret bid prices and their WSJ quotations allows investors to:

- Assess the current market demand for Treasury notes.
- Compare bid and ask prices to determine the bid-ask spread, which indicates liquidity and transaction costs.
- Calculate yields based on the bid price to evaluate investment returns.

Calculating Yield from Bid Price
The yield on a Treasury note can be approximated using the bid price, coupon rate, and time to maturity. The
inverse relationship between price and yield means:

- Lower bid prices generally indicate higher yields.
- Higher bid prices suggest lower yields.

For example, a bid price of $996.25 corresponds to a certain yield, which can be computed through a standard
yield formula.

Why Bid Prices Matter
- They reflect the buyer's valuation of the security.
- They influence trading strategies.
- They help determine the fair market value during secondary market trading.

---

Additional Factors Affecting Treasury Note Pricing



Interest Rates and Market Conditions
Changes in prevailing interest rates impact Treasury note prices:

- Rising interest rates generally lead to decreases in bond prices (bid prices).
- Falling interest rates tend to increase bid prices.

Economic Indicators and Federal Reserve Policies
Economic data, Federal Reserve decisions, and geopolitical events influence investor sentiment and the bid prices
of Treasury notes.

Liquidity and Market Depth
Highly liquid notes tend to have narrower bid-ask spreads, reflecting in more stable bid prices like $996.25.

---

Summary: What Does a Bid Price of $996.25 Mean in the WSJ?

In conclusion, a Treasury note with a bid price of $996.25 is quoted in the Wall Street Journal as 99-20.
This notation communicates that:

- The bid price is 99 and 20/32 percent of the face value.
- The dollar amount is $996.25 for each $1,000 face security.
- The quote is a key indicator of market valuation and investor demand.

Understanding this conversion and interpretation process enables investors to make informed decisions and
accurately assess market conditions for Treasury securities.

---

Final Tips for Investors

Always verify whether quotes are in bid, ask, or mid-market prices.

Use the fractional notation (e.g., 99-20) to quickly interpret prices in the WSJ.

Compare bid prices with ask prices to gauge market liquidity.

Incorporate yield calculations to assess investment attractiveness.

Stay updated on market news that can influence Treasury note prices.

By mastering these concepts, you enhance your ability to navigate the bond markets effectively, ensuring better
investment outcomes.

---
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Frequently Asked Questions

What does a bid price of $996.25 on a Treasury Note indicate?

It indicates the price a buyer is willing to pay for the Treasury Note, expressed as a dollar amount per $1,000
face value.

How is the quoted bid price in the Wall Street Journal related to the bid
price of $996.25?

The quoted bid price in the WSJ would typically be expressed as a percentage or a price per $100 or $1,000
face value, which can be derived from the bid price of $996.25.

If a Treasury Note has a bid price of $996.25, what would its approximate
yield be?

The yield can be estimated by comparing the bid price to the face value; for example, a bid of $996.25 on a
$1,000 face value note suggests a yield slightly above 1.75% depending on maturity.

Why is the bid price important for investors looking to buy Treasury Notes?

The bid price reflects what buyers are willing to pay, helping investors gauge market demand and determine the
best buying opportunities.

How does the bid price of a Treasury Note affect its liquidity and trading
activity?

A higher bid price generally indicates higher demand and liquidity, making it easier to sell the note at favorable
prices.

What is the typical format for quoting bid prices of Treasury Notes in
financial publications like the Wall Street Journal?

They are usually quoted as a percentage of face value or as a price per $100 or $1,000, often accompanied
by yield information for clarity.

Additional Resources
Treasury Note Bid Price

Understanding the intricacies of Treasury note pricing is essential for investors, financial analysts, and
anyone interested in the bond markets. When a Treasury note is quoted in financial publications such as The
Wall Street Journal, the bid price is a critical figure that indicates the highest price a buyer is willing to pay
for that security. In this article, we explore what it means when a Treasury note has a bid price of $996.25,
how this figure is represented in the Wall Street Journal, and why this information matters to market
participants.



---

Deciphering the Bid Price of a Treasury Note

What Is a Bid Price?

In the context of Treasury securities, the bid price is the maximum price that a dealer or investor is willing to
pay to purchase the security. It reflects demand and is part of the bid-ask spread— the difference between the
bid price (buyer's maximum price) and the ask price (seller's minimum price).

Significance of the Bid Price

- Market Liquidity: A higher bid price suggests strong demand; a lower bid indicates weaker interest.
- Valuation: It provides a real-time snapshot of what the market is willing to pay for the security.
- Trading Decisions: Investors use bid prices to determine whether to sell or buy at certain levels.

Interpreting a Bid Price of $996.25

Given that Treasury notes are typically quoted as a percentage of face value, a bid price of $996.25 on a
bond with a face value of $1,000 indicates that buyers are willing to pay $996.25 for each $1,000 of the
note's face value.

This translates to a price of 99.625% of face value. The bid price is thus slightly below par (100%),
reflecting current yields, interest rate expectations, or changes in market sentiment.

---

The Wall Street Journal Quotation: How Is the Bid Price
Presented?

Standard Quotation Format

In The Wall Street Journal (WSJ), Treasury securities are typically quoted in a standardized manner that
makes it easy for investors to interpret current market conditions. A typical quote might look like:

> “Treasury Note 2 ⅛% 8/15/2028 — Bid: 996.25 Ask: 998.00”

Understanding the Format

- Interest rate and maturity date: Here, "2 ⅛%" indicates the coupon rate, and "8/15/2028" is the maturity
date.
- Bid and Ask Prices: These are presented as dollar amounts per $100 of face value.
- Bid Price of $996.25: This means the highest price a buyer is willing to pay per $100 face value is $996.25.

Converting Bid Price to Percentage of Face Value

Since the quote is per $100, to understand the bid price in terms of actual bond value, use:

\[
\text{Bid Price Percentage} = \frac{\text{Bid Price}}{100} \times \text{Face Value}
\]

For a standard $1,000 face value Treasury note:



\[
\text{Bid Price} = 996.25
\]

which is 99.625% of face value.

---

Calculating the Yield from the Bid Price

Why Is Yield Important?

The bid price is directly related to the bond’s yield, which measures the annual return an investor can expect if
they purchase the bond at the bid price and hold it until maturity.

Yield Calculation Basics

- Current Yield: Simplest form, calculated as annual coupon divided by current price.
- Yield to Maturity (YTM): More comprehensive, considers all future cash flows discounted to present value.

Estimating the Yield to Maturity (YTM)

Given the bid price, coupon rate, and maturity date, investors can estimate the YTM using financial
calculators or software. As a rough estimate:

- Suppose the bond has a coupon rate of 2.125% (matching the "2 ⅛%" notation).
- Face value: $1,000.
- Price: $996.25.
- Remaining time to maturity: approximately 5 years.

Using an approximation formula:

\[
\text{YTM} \approx \frac{\text{Coupon Payment} + \frac{\text{Face Value} - \text{Price}}{\text{Years
to Maturity}}}{\frac{\text{Price} + \text{Face Value}}{2}}
\]

Plugging in the numbers:

\[
\text{Coupon Payment} = 1,000 \times 2.125\% = \$21.25
\]

\[
\text{YTM} \approx \frac{\$21.25 + \frac{\$1,000 - \$996.25}{5}}{\frac{\$996.25 + \$1,000}{2}} =
\frac{\$21.25 + \$0.75}{\$998.125} \approx \frac{\$22}{\$998.125} \approx 2.2\%
\]

This indicates that the yield to maturity is approximately 2.2%, slightly above the coupon rate, reflecting
the bond’s slight discount.

Why This Matters

- A bid price below par indicates a yield higher than the coupon rate.
- Investors compare yields across securities to assess relative value.

---



Implications for Investors and Market Participants

Market Liquidity and Sentiment

- The bid price offers insight into the current demand for the Treasury note.
- A bid of $996.25 suggests moderate demand, with buyers willing to pay just below face value.

Pricing Strategy

- Sellers may set ask prices slightly above the bid, creating a spread.
- Narrow spreads typically indicate liquid markets; wider spreads suggest less liquidity.

Risk and Return Considerations

- A lower bid price (below par) may reflect expectations of rising interest rates.
- Conversely, if the bid price approaches par, it suggests stable or declining rates.

Trading and Portfolio Management

- Traders monitor bid prices to time purchases or sales.
- Portfolio managers consider bid and ask spreads when executing large transactions to minimize market impact.

---

Additional Factors Influencing Bid Prices and Quotes

Interest Rate Environment

- Rising rates tend to lower bond prices, decreasing bid prices.
- Falling rates increase bond prices, boosting bid values.

Inflation Expectations

- Increased inflation expectations can diminish bond attractiveness, lowering bid prices.

Economic Data and Policy Announcements

- Federal Reserve decisions, employment reports, and other macroeconomic data influence bid prices.

Market Liquidity and Trading Volume

- Higher liquidity often results in tighter bid-ask spreads and more accurate bid prices.

Time to Maturity

- Longer-term bonds tend to have more volatile bid prices compared to shorter-term securities.

---

Conclusion

When a Treasury note has a bid price of $996.25, as quoted in The Wall Street Journal, it signifies that
buyers are willing to pay just under par value—specifically 99.625% of face value—reflecting current



market conditions, interest rate expectations, and liquidity. Understanding how this bid price translates into
yield and what it indicates about demand is crucial for investors aiming to make informed decisions in the bond
market.

The bid price acts as a barometer of market sentiment, liquidity, and valuation, serving as an essential reference
point for trading strategies and portfolio management. Whether you're a seasoned trader or a casual
investor, grasping the significance of bid prices like $996.25 helps navigate the complexities of Treasury
securities and optimize investment outcomes in a dynamic financial landscape.
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