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Expected future yields

> Such that long-term and short-term bonds are demanded, the total return of both
investment strategies much be the same

= (1 + TO,T)T = (1 + 70,1y )Tl (1 +E [TTl,T—Tl])T_Tl

(1+'I‘0’T)T

= 1 + E [TleT—Tl] = 1 (1+7'O . )Tl
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