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Understanding Treasury Bills (T-bills) is essential for investors seeking secure, short-term investment
options. When examining a T-bill quote sheet, especially for a 90-day T-bill, it's important to interpret
bid and ask prices, as well as how these translate into actual investment returns. In this article, we'll
explore what a quote sheet with a 4.92 bid and 4.86 ask means, how to calculate the purchase price
for a $10,000 T-bill, and the broader implications for investors.

What Is a T-Bill Quote Sheet?

A T-bill quote sheet provides current market data for Treasury bills, which are short-term debt
securities issued by the U.S. Department of the Treasury. These sheets typically display:

- The maturity period (e.g., 90 days)
- The bid price (what buyers are willing to pay)
- The ask price (what sellers are asking)
- The discount rate or yield associated with the bids and asks

For a 90-day T-bill, the quote sheet offers insight into the current market valuation, helping investors
decide the optimal timing and price for purchase.

Understanding Bid and Ask Prices in T-bills

Bid Price (4.92%)
The bid price indicates the highest price a buyer is willing to pay for the T-bill. A bid rate of 4.92%
suggests that buyers are willing to purchase the bill at a discount rate of 4.92%.

Ask Price (4.86%)
The ask price is the lowest price a seller is willing to accept. An ask rate of 4.86% implies sellers are
willing to sell at a discount rate of 4.86%.



Spread and Its Significance
The difference between the bid and ask — known as the spread — reflects market liquidity and
transaction costs:

In this case, the spread is 0.06% (4.92% - 4.86%)

A narrower spread indicates a more liquid market

A wider spread might suggest less liquidity or higher transaction costs

Calculating the Purchase Price of a $10,000 T-Bill

Investors buy T-bills at a discount to their face value, meaning they pay less than $10,000 upfront and
receive the full face value at maturity. The discount rate helps determine the purchase price.

Step-by-Step Calculation

Suppose you want to purchase a $10,000 T-bill with a bid rate of 4.92% (the higher bid rate indicates
the current market bid). The formula for calculating the purchase price is:

\[
\text{Purchase Price} = \text{Face Value} \times \left(1 - \frac{\text{Discount Rate} \times
\frac{\text{Days to Maturity}}{360}\right)
\]

Where:
- Face Value = $10,000
- Discount Rate = the bid rate (4.92%)
- Days to Maturity = 90 days
- 360 days in a year (standard for money market calculations)

Calculating:

\[
\text{Purchase Price} = 10,000 \times \left(1 - \frac{4.92\% \times 90}{360}\right)
\]

\[
= 10,000 \times \left(1 - \frac{0.0492 \times 90}{360}\right)
\]

\[
= 10,000 \times \left(1 - \frac{4.428}{360}\right)



\]

\[
= 10,000 \times \left(1 - 0.0123\right)
\]

\[
= 10,000 \times 0.9877
\]

\[
= \$9,877
\]

Thus, the investor pays approximately $9,877 to purchase the T-bill at the bid rate.

Implication for the Ask Price
Similarly, using the ask rate of 4.86%, the purchase price would be slightly higher:

\[
\text{Purchase Price} = 10,000 \times \left(1 - \frac{4.86\% \times 90}{360}\right) = \$9,878.50
\]

This spread reflects the current market's pricing, with the bid price representing the highest price
buyers are willing to pay, and ask the lowest sellers are willing to accept.

Estimating the Yield and Return

Investors are typically interested not only in the purchase price but also in the yield or return on their
investment.

Yield Calculation
The yield is the annualized return based on the discount:

\[
\text{Yield} = \frac{\text{Face Value} - \text{Purchase Price}}{\text{Purchase Price}} \times
\frac{360}{\text{Days to Maturity}}
\]

Using the bid purchase price:

\[
\text{Yield} = \frac{10,000 - 9,877}{9,877} \times \frac{360}{90}
\]



\[
= \frac{123}{9,877} \times 4
\]

\[
\approx 0.0124 \times 4 = 0.0496 \text{ or } 4.96\%
\]

Similarly, at the ask price:

\[
\text{Yield} \approx 4.91\%
\]

These yields help investors compare T-bills with other short-term investments.

Practical Considerations for Investors

1. Market Liquidity
- Narrow spreads between bid and ask prices suggest high liquidity.
- Investors can buy or sell with minimal transaction costs.

2. Interest Rate Environment
- The bid and ask rates reflect current market expectations of interest rates.
- Rising rates might lead to higher yields on new T-bills.

3. Investment Strategy
- T-bills are ideal for conservative investors looking for safety and liquidity.
- They are often used for cash management or short-term savings.

Additional Insights: Risks and Rewards

While T-bills are considered one of the safest investments, understanding their pricing and yields is
crucial for maximizing returns.

Advantages of Investing in T-bills

Backed by the U.S. government, virtually risk-free



Highly liquid and marketable

Tax advantages—interest income is exempt from state and local taxes

Simple to understand and purchase

Potential Risks and Downsides

Lower yields compared to other investment options

Reinvestment risk if interest rates decline

Inflation risk—returns may not keep pace with inflation

Conclusion

A T-bill quote sheet displaying a 4.92 bid and a 4.86 ask for a 90-day T-bill provides valuable market
insights. By understanding how these rates translate into purchase prices and yields, investors can
make informed decisions aligned with their financial goals. Whether buying a $10,000 T-bill at the bid
rate or considering the ask, grasping the mechanics behind these quotes ensures optimal investment
strategies in the short-term government securities market. Always consider market conditions,
liquidity, and your personal risk tolerance when engaging with T-bills or any other financial
instruments.

Frequently Asked Questions

What is a T-bill quote sheet, and why are bid and ask prices
important?
A T-bill quote sheet displays current bid and ask prices for Treasury bills, indicating the prices
investors are willing to buy and sell at. These prices help determine the yield and market value of the
T-bills.

How do I interpret the bid and ask prices of 4.92 and 4.86 on
a 90-day T-bill?
The bid price of 4.92% shows the highest price a buyer is willing to pay, while the ask price of 4.86%
is the lowest price a seller is willing to accept, reflecting the current market spread for the T-bill.



How can I calculate the purchase price of a $10,000 T-bill
based on the ask rate?
The purchase price is calculated as: Price = Face Value × (1 - (Ask Rate × (Days to Maturity / 360))).
For a $10,000 T-bill with a 4.86% ask rate, you multiply $10,000 by (1 - (0.0486 × 90/360)).

What is the difference between the bid and ask prices, and
what does it indicate?
The difference between 4.92 and 4.86 is 0.06%, which represents the bid-ask spread. A narrower
spread typically indicates higher liquidity and a more active market.

If I buy a $10,000 T-bill at the ask rate, how much will I pay at
maturity?
You will pay the purchase price calculated based on the ask rate, and at maturity, you receive the full
face value of $10,000. The difference between the purchase price and face value reflects your yield.

What is the approximate yield of the T-bill based on the ask
price?
The yield can be approximated by calculating: Yield = [(Face Value - Purchase Price) / Purchase Price]
× (360 / Days to Maturity). First, find the purchase price using the ask rate, then apply this formula.

Why might an investor prefer to buy T-bills at the bid price
instead of the ask?
Investors might aim to buy at the bid price if they believe the price will decline further, or they are
looking to purchase at the lowest possible price, though actual transactions typically happen at the
ask in a normal market.

How does the 90-day maturity of the T-bill affect its yield and
investment strategy?
A 90-day maturity offers a short-term, low-risk investment with quick liquidity. The yield reflects
current market rates for short-term debt, making it suitable for investors seeking safety and quick
returns.

Additional Resources
T-bill Quote Sheet: An In-Depth Analysis of 90-Day T-bill Quotes and Investment Implications

Understanding the intricacies of Treasury bill (T-bill) quotes is essential for investors seeking safe,
short-term investment options. A T-bill quote sheet provides real-time data on the bid and ask prices
for various maturities, with the 90-day T-bill being one of the most actively traded segments. In this
article, we will explore what a quote sheet displaying a 90-day T-bill with a bid of 4.92 and an ask of



4.86 means, especially in the context of a $10,000 face value bill. We will examine how these quotes
impact potential investors, analyze the features and pros/cons of investing at these rates, and provide
guidance on interpreting such data effectively.

---

Understanding T-bill Quotes: The Basics

What Are T-bill Quotes?
Treasury bill quotes represent the current market prices for short-term government debt instruments
issued by the U.S. Department of the Treasury. Unlike coupon-bearing bonds, T-bills are issued at a
discount and mature at face value, with the difference representing the interest earned by the
investor.

A typical quote sheet displays two figures:
- Bid Price: The highest price a buyer is willing to pay.
- Ask Price: The lowest price a seller is willing to accept.

These prices are usually expressed as annualized percentage yields or in discount rate terms.

What Does a 90-Day T-bill Mean?
The 90-day T-bill refers to a Treasury security with approximately three months to maturity. Investors
purchase these bills at a discount, and upon maturity, receive the full face value ($10,000 in this
case). The short duration makes them a popular choice for capital preservation and liquidity
management.

---

Deciphering the Quote Sheet: Bid of 4.92 and Ask of
4.86

Interpreting the Bid and Ask
The quote sheet shows:
- Bid: 4.92%
- Ask: 4.86%

At first glance, this may seem counterintuitive because typically, the bid price is lower than the ask
price. However, in the context of T-bill yields, these figures are often presented as annualized
discount rates or yields, and the conventions can vary.



Key Points:
- The bid of 4.92% indicates the highest yield a buyer is willing to accept.
- The ask of 4.86% indicates the lowest yield a seller is willing to accept.

Note: In bond and T-bill markets, yields and prices often move inversely; higher yields correspond to
lower prices, and vice versa.

Implications of These Rates
- The spread (difference) between bid and ask is 0.06%, reflecting market liquidity and dealer
competitiveness.
- A narrower spread indicates a more liquid market, making it easier to buy or sell without significant
price impact.
- The bid-ask spread can also suggest the supply-demand balance; a wider spread might imply less
liquidity.

---

Calculating the Purchase Price for a $10,000 T-bill

Converting Yield to Price
The price of a T-bill can be derived from its yield using the following formula:

\[
\text{Price} = \text{Face Value} \times \left(1 - \frac{\text{Discount Rate} \times \text{Days to
Maturity}}{360}\right)
\]

For a 90-day T-bill, assuming the yield is the discount rate:

- At 4.86% (Ask): To find the price at which you can buy:

\[
\text{Price} = \$10,000 \times \left(1 - \frac{0.0486 \times 90}{360}\right)
\]

\[
= \$10,000 \times \left(1 - 0.01215\right) = \$10,000 \times 0.98785 = \$9,878.50
\]

- At 4.92% (Bid): To find the price if you sell:

\[
\text{Price} = \$10,000 \times \left(1 - \frac{0.0492 \times 90}{360}\right)
\]



\[
= \$10,000 \times \left(1 - 0.0123\right) = \$10,000 \times 0.9877 = \$9,877.00
\]

Interpretation:
- Buy Price (Ask): approximately \$9,878.50
- Sell Price (Bid): approximately \$9,877.00

The small spread reflects the market's liquidity and the dealer's margin.

---

Investment Considerations for a $10,000 T-bill

How the Rates Affect Your Investment
Given the bid and ask prices, here's what an investor needs to consider:

- Cost of Purchase: Buying at \$9,878.50 implies an initial discount of \$122.50 from face value.
- Interest Earned: At maturity, the investor receives \$10,000, resulting in a yield close to 4.86%
annualized.
- Yield-to-Maturity (YTM): The actual yield depends on the purchase price and the holding period.

Expected Return Calculation
For simplicity, assuming you purchase at the ask price (\$9,878.50):

\[
\text{Return} = \frac{\$10,000 - \$9,878.50}{\$9,878.50} = 0.0124 \text{ or } 1.24\%
\]

On an annualized basis (since the period is 90 days):

\[
\text{Annualized Yield} = \frac{1.24\%}{90/360} = 4.96\%
\]

which aligns closely with the quoted yield.

---

Pros and Cons of Investing in Short-Term T-bills at



These Rates

Pros
- Safety and Security: Backed by the U.S. government, making them virtually risk-free.
- Liquidity: Easy to buy and sell in the secondary market with minimal price impact.
- Predictable Returns: Fixed maturity date with known payout.
- Tax Advantages: Interest income may be exempt from state and local taxes.

Cons
- Lower Yields: Currently offering relatively modest returns compared to other short-term instruments.
- Inflation Risk: The real return may be eroded if inflation exceeds the yield.
- Reinvestment Risk: Short maturity means reinvesting at possibly lower rates if interest rates decline.

Features to Note
- Discount Pricing: Investors buy below face value and receive face value at maturity.
- No Coupon Payments: Unlike bonds, T-bills do not pay periodic interest.
- Market Fluctuations: While minimal for government securities, yields can still fluctuate based on
economic conditions.

---

Market Dynamics and Factors Affecting T-bill Quotes

Interest Rate Environment
The prevailing interest rate environment heavily influences T-bill yields. When the Federal Reserve
raises rates, yields tend to increase, and vice versa. The quoted rates of approximately 4.86% to
4.92% suggest a relatively high-interest environment for short-term debt.

Supply and Demand
Higher demand for T-bills drives prices up and yields down, narrowing the bid-ask spread. Conversely,
lower demand or increased issuance can widen spreads and impact yields.

Economic Indicators
Indicators such as inflation data, employment figures, and monetary policy decisions influence
investor appetite for short-term government securities.



---

Strategic Insights for Investors

Choosing the Right Entry Point
Investors should monitor the bid-ask spread and market trends to time their purchases optimally.
Buying when spreads are narrow and yields are favorable can enhance returns.

Portfolio Diversification
T-bills serve as excellent liquidity buffers and safety nets within diversified portfolios, balancing riskier
assets.

Reinvestment Considerations
Given their short duration, T-bills are ideal for rolling over investments or managing short-term cash
needs.

---

Conclusion
The T-bill quote sheet displaying a 90-day T-bill with a bid of 4.92% and an ask of 4.86% provides
valuable insights into current market conditions for short-term government debt. For an investment of
$10,000, the purchase price approximates \$9,878.50, resulting in an annualized yield close to 4.86%.
These rates reflect a stable, low-risk environment suitable for conservative investors prioritizing
capital preservation and liquidity. While the yields are modest compared to other investment options,
the safety, predictability, and liquidity advantages make T-bills an essential component of a
diversified investment strategy.

Investors should stay attentive to market fluctuations, economic indicators, and the bid-ask spread to
optimize their timing and returns. Ultimately, understanding how to interpret T-bill quotes empowers
investors to make informed decisions aligned with their financial goals and risk tolerance.
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