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A T-bill Quote Sheet Has 90 Day T-bill Quotes With A 4.92 Ask And A 4.86 Bid. If The Bill
Has A $10,000 face value, understanding what these quotes mean and how they impact your
investment is essential for making informed decisions. Treasury bills, commonly known as T-bills,
are short-term government securities that investors purchase at a discount and receive at face value
upon maturity. The quotes displayed on a T-bill quote sheet provide crucial information about the
current market conditions, bid and ask prices, and the implied yields. This article explores the
significance of T-bill quotes, how to interpret them, and what they mean for an investor holding or
considering a $10,000 T-bill with a 90-day maturity.

Understanding T-bill Quotes: The Basics

What Are T-bills?

- T-bills are short-term debt instruments issued by the U.S. Department of the Treasury to finance
government operations.

- They are considered among the safest investments because they are backed by the full faith and
credit of the U.S. government.

- T-bills are typically issued in denominations starting at $1,000, with maturities ranging from 4
weeks to 52 weeks.

How Do T-bill Quotes Work?

- T-bill quotes are expressed in terms of discount rates or yields.

- The "bid" price is the highest price a buyer is willing to pay.

- The "ask" or "offer" price is the lowest price a seller is willing to accept.

- The difference between the bid and ask reflects the bid-ask spread, which indicates market
liquidity and trading activity.

Deciphering the 90-Day T-bill Quote: 4.92 Ask and 4.86
Bid



What Do These Numbers Represent?

- The quote sheet shows a 90-day T-bill with:

- An Ask Price of 4.92%

- A Bid Price of 4.86%

- These percentages are annualized discount yields, representing the return an investor would earn
if they purchased the bill at that price and held it until maturity.

Implications of Bid and Ask Prices

- The Bid Price (4.86%) indicates the highest yield investors are willing to accept to buy the bill.
- The Ask Price (4.92%) indicates the lowest yield a seller is willing to accept.
- A narrower spread suggests a highly liquid market; a wider spread indicates less liquidity.

Calculating the Purchase Price

- Since T-bills are sold at a discount, the purchase price is less than face value.
- The formula to estimate the purchase price based on the yield is:

e Purchase Price = Face Value X (1 - (Yield x (Days to Maturity / 360)))

- For a $10,000 T-bill with a 4.86% bid yield:

e Purchase Price = $10,000 x (1 - (0.0486 x 90/ 360)) = $10,000 x (1 -0.01215) = $10,000 -
$121.50 = $9,878.50

- Similarly, at the ask yield of 4.92%, the purchase price would be approximately $9,875.50.

Impact of T-bill Quotes on Investment Decisions

Determining the Yield to Maturity

- The yield to maturity (YTM) reflects the annualized return based on the purchase price and face
value.

- Investors compare these yields to alternative investments to assess competitiveness.

- The bid yield is relevant if you are selling the bill before maturity, while the ask yield applies when
buying.



Pricing a $10,000 T-bill

- For an investor buying a 90-day T-bill with a face value of $10,000:

- The purchase price will be slightly below $10,000, depending on the current yield.

- Using the bid yield (4.86%), the approximate purchase price is around $9,878.50.

- At maturity, the investor will receive the face value of $10,000, earning the difference minus any
transaction costs.

Market Liquidity and Bid-Ask Spread

- A small spread (e.g., 0.06%) suggests high liquidity and active trading.
- Larger spreads may indicate less market activity, potentially affecting the ease of buying or selling
at desired prices.

Using T-bill Quotes for Investment Strategy

Assessing Market Conditions

- Fluctuations in bid and ask yields can signal changing market expectations about interest rates and
economic outlook.

- Rising yields may indicate expectations of higher interest rates or increased inflation.

- Falling yields suggest market confidence or declining inflation expectations.

Timing Your Purchase

- When the ask yield is lower than previous levels, it may be an opportune time to buy.
- Conversely, if yields rise, holding off or selling may be advantageous.

Portfolio Diversification

- T-bills can provide a safe, short-term investment to diversify a portfolio.
- Monitoring quote sheets helps in timing purchases and sales to optimize returns.

Key Considerations When Investing in T-bills

Understanding the Discount Method

- T-bills are sold at a discount and do not pay periodic interest.



- The difference between purchase price and face value is the interest earned.

Impact of Market Fluctuations

- Changes in bid and ask yields reflect market sentiment and can affect the resale value if sold
before maturity.
- It's essential to stay informed about current quotes to make timely investment decisions.

Tax Implications

- The interest earned on T-bills is exempt from state and local taxes but subject to federal income
tax.
- Keep records of purchase prices and yields for tax reporting.

Conclusion: Making Informed Decisions Using T-bill

Quotes

- A T-bill quote sheet displaying 90-day quotes with a 4.92% ask and a 4.86% bid provides vital
information about current market conditions.

- For a $10,000 T-bill, understanding how these yields translate into purchase prices and expected
returns is essential.

- Monitoring bid and ask yields can help investors determine optimal entry and exit points, assess
market liquidity, and manage risk.

- Whether you're a seasoned investor or new to T-bills, interpreting these quotes accurately ensures
you maximize your investment's potential while maintaining safety and liquidity.

By keeping an eye on the bid-ask spread, yields, and market trends, investors can confidently
navigate the short-term debt market and make strategic decisions aligned with their financial goals.

Frequently Asked Questions

What does the 4.92 ask and 4.86 bid represent on a T-bill
quote sheet?

They represent the interest rates or yields for the 90-day Treasury bill, with 4.92% being the price
sellers are asking and 4.86% the price buyers are willing to bid.

How do I determine the purchase price of a $10,000 T-bill with
a 4.86 bid rate?

You can estimate the purchase price by calculating the discounted value based on the bid yield. For
a 4.86% yield over 90 days, the price would be approximately $9,995.20.



What is the significance of the bid and ask rates on a T-bill
quote sheet?

The bid rate indicates the highest yield buyers are willing to pay, while the ask rate shows the lowest
yield sellers are asking for, helping investors gauge market sentiment and pricing.

How does the difference between the bid and ask rates affect
my investment in a T-bill?

A narrower spread suggests higher liquidity and less transaction cost, while a wider spread could
indicate lower liquidity and higher costs when buying or selling the T-bill.

If I buy a $10,000 T-bill at the bid rate of 4.86%, what will be
my approximate yield at maturity?

Your yield at maturity would be approximately 4.86%, as the bid rate reflects the current market
yield for the T-bill.

Why might an investor prefer to buy a T-bill at the bid price
rather than the ask price?

Buying at the bid price generally means acquiring the T-bill at a slightly lower yield, which can be
advantageous for the investor, especially if they believe the yield might decrease further.

How do changes in the bid and ask rates impact the secondary
market for T-bills?

Fluctuations in bid and ask rates influence liquidity and pricing; rising ask rates or falling bid rates
can signal decreased demand and affect resale value.

What is the importance of understanding T-bill quotes for
individual investors?

Understanding T-bill quotes helps investors make informed decisions about timing purchases,
assessing yields, and managing interest rate risk in their portfolios.

Given the quote sheet, what is the approximate discount
amount for a $10,000 T-bill purchased at the bid rate?

Using the bid yield of 4.86%, the discount on a $10,000 T-bill would be roughly $48.60, making the
purchase price around $9,951.40.



Additional Resources
T-Bill Quote Sheet Explained: Navigating 90-Day T-Bill Quotes and Investment Insights

Understanding Treasury bills (T-bills) is essential for investors seeking safe, short-term investments.
A T-bill quote sheet provides vital information about current market conditions, helping investors
make informed decisions. One common example involves a 90-day T-bill with a bid of 4.86% and an
ask of 4.92%, associated with a face value of $10,000. In this article, we'll explore what these quotes
mean, how they impact your investment, and the intricacies involved in interpreting such data.

What Is a T-Bill Quote Sheet?

A T-bill quote sheet offers a snapshot of current market prices and yields for U.S. Treasury bills. It
typically lists various maturities—such as 4-week, 13-week, 26-week, and 52-week bills—along with
bid and ask prices, yields, and other relevant data.

Key components of a T-bill quote sheet include:

- Maturity period: The length of time remaining until the bill matures (e.g., 90 days).

- Bid price/yield: The highest price (or lowest yield) a buyer is willing to pay.

- Ask price/yield: The lowest price (or highest yield) a seller is asking for.

- Discount rate or yield: How much the bill is priced relative to its face value, expressed as a
percentage.

- Price quotations: Typically quoted as a percentage of face value or on a discount basis.

This data is crucial for investors to gauge the current market environment, compare prices, and
decide whether to buy or sell.

Deciphering the 90-Day T-Bill Quote: Ask at 4.92% and
Bid at 4.86%

In the scenario where a 90-day T-bill has an ask at 4.92% and a bid at 4.86%, understanding what
these figures mean is fundamental.

What Do These Percentages Represent?

These percentages reflect the annualized yield or discount rate associated with the bill. They help
investors understand how much return they can expect relative to the purchase price.

- Ask yield (4.92%): The yield at which sellers are willing to sell the bill. It indicates the minimum
return they expect.
- Bid yield (4.86%): The yield buyers are willing to accept for purchasing the bill. It represents the



maximum return they are willing to give.

The spread between bid and ask—here, 0.06%—indicates the liquidity and market competitiveness of
the T-bill.

Why Do Bid and Ask Differ?
The difference exists because of the fundamental mechanics of trading:

- Buyers (bidders) want to purchase at the lowest possible yield (or price).
- Sellers (askers) want to sell at the highest possible yield.

This spread ensures that both parties’ interests are aligned, and it also reflects market liquidity and
transaction costs.

The 90-Day T-Bill: Maturity and Implications

A 90-day T-bill matures in approximately three months, making it an attractive short-term
investment for cash management or temporary parking of funds.

- Interest compounding: T-bills are discounted securities, meaning you buy them below face value
and receive face value at maturity.

- Yield calculation: The yield reflects the earned interest over the 90 days, annualized for
comparability.

Understanding the Relationship Between Yield, Price,
and Discount

To appreciate the significance of the bid and ask yields, it’s essential to understand how they relate
to the actual price you pay for a T-bill.

Discount Rate and Price Relationship

Treasury bills are typically quoted on a discount basis. The discount rate is derived from the
difference between the purchase price and face value.

The basic formulas:

- Purchase Price = Face Value X (1 - Discount Rate x (Days to Maturity / 360))
- Yield = [(Face Value - Purchase Price) / Purchase Price] x (360 / Days to Maturity)

Calculating Actual Purchase Price
Suppose you want to buy the 90-day T-bill with a bid yield of 4.86%:

1. Convert yield to a decimal: 4.86% = 0.0486



2. Calculate the price:

\[

\text{Price} = \frac{\text{Face Value}}{1 + \text{Yield} \times \frac{\text{Days}}{360}}

\]

\[

\text{Price} = \frac{10,000}{1 + 0.0486 \times \frac{90}{360}} = \frac{10,000}{1 + 0.01215}
\approx \frac{10,000}{1.01215} \approx \$9,876.07

\]

Similarly, for the ask yield of 4.92%:

\[

\text{Price} = \frac{10,000}{1 + 0.0492 \times \frac{90}{360}} \approx \frac{10,000}{1.0123}

\approx \$9,876.00
\]

This shows that the bid price is roughly \$9,876.07, and the ask price is about \$9,876.00 (note that
actual prices may be slightly different depending on quoting conventions).

Implication for Investors

- Buyers who accept the bid yield of 4.86% will pay approximately \$9,876 for the bill.
- Sellers asking at 4.92% are willing to sell at a similar approximate price, slightly higher.

The small spread indicates a tight market, beneficial for both buyers and sellers.

The Impact of the $10,000 Face Value

The face value of $10,000 is the amount the investor will receive at maturity. The current purchase
price is less than face value, with the difference representing the interest earned.

How Much Will You Earn?
Using the previous calculations:

- Purchase price (approximate): \$9,876
- Interest earned (discount): \$10,000 -\$9,876 =\$124

Annualized yield is approximately 4.86% based on the bid yield, aligning with market expectations.
Why is Face Value Important?
- Ensures clarity on the amount at maturity.

- Determines the actual dollar return.
- Facilitates comparison across different maturities and securities.



Practical Considerations for Investors

Understanding the quote sheet is just the beginning. Here are practical points to consider when
engaging with Treasury bills:

1. Market Liquidity and Spread

- A narrow bid-ask spread (like 0.06%) suggests a highly liquid market, making it easier to buy or
sell.

- Wider spreads may indicate lower liquidity and higher transaction costs.

2. Timing and Yield Movements

- Market yields fluctuate based on economic conditions, Federal Reserve policies, and investor
sentiment.

- Monitoring changes helps in timing purchases for optimal returns.

3. Tax Implications

- Interest earned on T-bills is exempt from state and local taxes but subject to federal income tax.
- Proper tax planning can enhance net returns.

4. Purchasing Methods

- Direct purchase: Through TreasuryDirect or during auctions.
- Secondary market: Via brokers or financial institutions where quote sheets are most relevant.

5. Investment Goals

- Ideal for capital preservation, liquidity needs, or short-term cash management.
- Not suitable for high-growth objectives due to relatively low yields.

Summary: Making Sense of the T-Bill Quote Sheet

A T-bill quote sheet presenting a 90-day T-bill with a bid of 4.86% and an ask of 4.92% provides a
snapshot of current market conditions. These yields represent the expected annualized return based
on purchase prices relative to face value, with the small spread indicating a liquid and efficient
market.

By understanding how these yields translate into actual purchase prices and the corresponding
interest earned, investors can make smarter decisions aligned with their financial goals. The face
value of $10,000 acts as the maturity payout, with current prices reflecting the interest earned over



the 90 days.

Final Thoughts: Navigating Short-Term Treasury
Investments

In a landscape where safety and liquidity are paramount, Treasury bills remain a cornerstone for
conservative investors. The detailed interpretation of quote sheets—especially understanding bid
and ask yields—empowers investors to seize opportunities, manage risks, and optimize returns.
Whether you're a novice exploring short-term investments or an experienced trader monitoring
market movements, grasping these concepts is vital for informed, strategic decision-making.

By staying attentive to market quotes, understanding the mechanics behind yields and prices, and
aligning investments with your financial timeline, you can confidently navigate the world of T-bills
and short-term U.S. Treasury securities.
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