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It also enables us to determine the influence of mismatching of long swaps and short swaps. 

These strategies result in debt portfolios with average maturities ranging from 5.3 years to 7.5 years (versus 
the average maturity of around 7.0 years, after swaps, as of 30 September 2007). Figure 5 shows the average 
maturities of the strategies studied in relation to the two degrees of freedom defined above. 

 

 
Figure 5 – Average maturity of the strategies tested 
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III- Results of the “baseline” simulations 
Each set of simulations is produced using a model and therefore depends on the underlying assumptions of 
that model. The results presented in this section are those relating to the “baseline” model, which is presented 
in greater detail in Annex 1. The sensitivity of the results to several model assumptions is discussed in the 
following section. 

The stationary values chosen are 2% annual GDP growth, 2% annual inflation, a 4.5% short-term interest 
rate and a 5.5% 10-year interest rate12. These values are also used as the initial conditions for the simulations. 

The simulations (10,000 ten-year scenarios) can be used to derive cost and risk measures for each strategy. 
These two measures are used as coordinates to plot the different strategies on a cost/risk plane. Box 1 
provides details about this way of presenting the results and how it should be interpreted. 

 

 

                                                      
12 The stationary values are the average values of the series that would be obtained if the model were simulated over a 
very long period. See Annex 1 for more details about the choice of these values. 


