














A "unified” theory of the yield curve

In practice liquidity preference, interest rate expectations and
supply and demand imbalances in certain parts of the yield curve
will all play a part in determining the shape of the yield curve at
times. When forming views about likely changes to the shape of
the yield curve, bond fund managers have to use their judgment in
an effort to try and predict which of these factors will be dominant
over their particular investment horizon.
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