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Equity Risk Premiums and Credit Spreads



Section I: Equity Risk Premiums



What is the equity risk premium for U.S. large cap stocks?
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What is the expected return on U.S. large cap stocks?
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Section ll: Credit Spreads



700.00

600.00

500.00

400.00

300.00

200.00

100.00

0.00

ICE BofA US Investment-Grade Corporate Index
Option-Adjusted Spread

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Source: ICE BofAvia FRED (as of 12/31/24)



2500.00

2000.00

1500.00

1000.00

500.00

0.00

ICE BofA US High Yield Corporate Index
Option-Adjusted Spread

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Source: ICE BofAvia FRED (as of 12/31/24)



Additional compensation for investing in HY instead of IG Corporates

ICE BofAUS HY - IG Spread
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Additional compensation for investing in BBBs instead of single-As

ICE BofA US BBB - A Spread
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Additional compensation for investing in BBs instead of BBBs
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Additional compensation for investing in single-Bs instead of BBs
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