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[bookmark: _Toc175714827]Introduction
Microsoft was founded in 1975 by Bill Gates and his companion Paul Allen when computers were vastly different from present-day technology and the internet was primarily confined to circles as a peculiar network phenomenon. Gates and Allen ventured into developing an operating system for the Altair 8800. He was considered to be the personal computer" of his time. Subsequently, Microsoft DOS became the computer operating system until Windows made its groundbreaking entry into the market, with its pioneering user interface design. Back in 1986, Microsoft made its debut on the stock market, which paved the way for its growth and development in the realm of PC operating systems. These days the Microsoft brand encompasses a range of products and services including Microsoft Office, Azure (offering cloud and AI solutions) Xbox Games, LinkedIn, GitHub, various productivity applications, management tools, web browsers, and much more. While Bill Gates still holds onto some shares, in Microsoft he has divested most of his ownership. Additionally, in 2020 he stepped down from the board to dedicate time to his philanthropic endeavours. (Pereira, 2024a)

[bookmark: _Toc175714828]Business Model and Operations

Microsoft is involved in selling and supporting systems and software for entertainment and business purposes to ensure the sustainability of its products and services, across sectors. Apps and software designed for operating systems like Razor and Blade are not compatible, across different platforms. Xbox games also follow this rule. Lock-in occurs when customers continue to use Microsoft software and apps due, to the costs associated with switching to alternatives. LinkedIn offers a version of its business social network with additional features exclusively accessible, to premium subscribers. (Pereira, 2024b)
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  Source: https://businessmodelanalyst.com/microsoft-business-model/

[bookmark: _Toc175714829]Target Market
The company caters to customer segments simultaneously by offering various product and service packages tailored to different needs and preferences. For instance, Dynamics 365 offers a Customer Engagement Plan starting at $115/month for budget customers. The Unified Operations Plan starts at $190/month. Targets customers willing to pay more, for enhanced functionalities within Dynamics 365. Microsoft focuses its marketing efforts towards individuals aged 16 and older residing in rural areas globally; they also aim at engaging with enthusiastic youth who are often students or working professionals and have a strong loyalty, towards the brand's offerings. The company employs the STP approach. Market Segmentation Targeting and Positioning to streamline their advertising strategies by highlighting benefits and features tailored to different customer segments. Microsoft provides a range of software and hardware products along with services tailored to cater to a wide audience base that includes individuals from middle-class families who may not have high incomes but still own at least one Microsoft product or software item each. The company offers a range of products and services specifically designed to meet the requirements of customers, in the software industry while also branching out into other sectors to enhance its competitive position. (Dudovskiy, 2019)

[bookmark: _Toc175714830]Unique Selling Proposition (USP)
Microsoft company unique selling proposition (USP) is its ability to seamlessly integrate products and services into a cohesive ecosystem that helps businesses enhance operational efficiency and promote teamwork among different departments. (Whitaker, 2024)
[bookmark: _Toc175714831]- Reasons for Going Public
On the 13th of March, 1986 Microsoft experienced a successful IPO. The stock was initially priced at $21. By the end of the day, it had increased to $35.50 with Bill Gates involved in the transaction He grabbed attention for being the shareholder holding 45% of the company's shares in reality. The public offering took place after a 5-month journey involving underwriters. Numerous legal and regulatory matters were carefully addressed after the selection process took place. Potential investors were also involved in discussions and negotiations. Throughout the courtship process, the anticipated terms of the proposal saw shifts. On occasions, Bill suggested a price range of $16 to $19 for the expected offer price during the process even as the underwriters initially proposed a range of $17 to $20, for Gates project investment potential increased to $20 to $22.  (Shirvani and Wilbratte, n.d.)


[bookmark: _Toc175714832]Key Risks Identified
1. Fierce rivalry.
In the world of technology industry stands out for its rivalry among big names such, as Google, TGIF, and Amazon where Microsoft strives to stay ahead by constantly introducing new ideas and making significant investments across different markets. (Microsoft Corporation, 2023)

Comment: In the paced tech industry where new players and innovative technologies emerge frequently Microsoft faces stiff competition and must stay ahead by focusing on innovation and forming strategic alliances to secure its market position.  
2. Facing hurdles with regulations.
Microsoft is, under growing examination and government oversight globally when it comes to matters and data privacy regulations. The process of adhering to legal frameworks can be intricate and expensive. (Microsoft Corporation , 2023)

Comment: The chances of facing hurdles are quite high considering Microsoft's worldwide operations and the increasing emphasis, on safeguarding data and enforcing antitrust laws globally. With governments tightening regulations Microsoft will need to maneuver through these challenges potentially resulting in legal disputes or penalties that may affect its financial well-being.
3. Potential Dangers, in Cybersecurity
Being a tech corporation like Microsoft puts them at risk, for cyberattacks and data breaches which could lead to serious harm to their reputation and finances—an issue that is taken very seriously. (Microsoft Corporation, 2023)

Comment: The likelihood of cybersecurity threats becoming a reality is quite high due to the growing complexity of dangers these days. As remote work and digital advancements continue to expand their reach it becomes easier for vulnerabilities to be exploited. Microsoft needs to enhance its security protocols to safeguard its systems and customer information as any lapses, in doing so could lead to significant repercussions.
[bookmark: _Toc175714833]Comment on the company’s proposed valuation in the context of these risks.

1. In an environment there is a chance of price conflicts, loss of market share, and shrinking profit margins. If rival companies manage to gain market control it could affect Microsoft’s growth predictions negatively prompting a reassessment of its stock value. Analysts believe that Microsoft may be overestimated by around 26% compared to its worth, due to factors, like competition not being fully factored into assessments.
2. The risk of facing hurdles could impact Microsoft’s ability to make profits and operate freely in the future. If regulations result in fines or operational restrictions it may harm cash flow. Subsequently the company’s overall worth. Investors might reassess their outlook, on Microsoft’s growth prospects potentially affecting its stock price compared to its value.
3. In a situation where cybersecurity risk is prevalent, the occurrence of a breach could cause harm to reputation, legal consequences, and financial setbacks. These incidents have the potential to diminish trust from customers and possibly reduce earnings in cloud services where safeguarding data is crucial. Analysts might have to consider these dangers when valuing assets, which could result in a reduced valuation if the perceived risk escalates.

PART B
[bookmark: _Toc175714834]  2.1 Share Price Performance Analysis 
Definition:
Stock performance refers to the rise in the stock market value or fair market price of shares or the increase, in the price (or actual price paid) when the company sells common stock shares.  (Law Insider, n.d.)

[bookmark: _Toc175714835]  Figure 1
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                                          Source: https://finance.yahoo.com/quote/MSFT/
52-Week Range: $219.350 (Low) to $377.160 (High). 
P/E Ratio:36.59
Dividend yield is 0.79%
· All-Time High: $384.30 on NOVEMBER 29,2023.
· [bookmark: _Hlk175620498]Annual Performance: The share price increased 24% over the past 365 days, outperforming the S&P 500 by 26.89%
Comment: Over the 52 weeks the stock price of Microsoft has fluctuated between $219 and $377 per share showing significant growth and variability due to the strong market demand, for Microsoft’s shares driven by their consistent financial performance and innovative efforts. Reaching a peak of $384 30 on November 29th, 2023 signifies the highest level of investor positivity and trust in Microsoft’s future outlook This recent milestone showcases the company’s knack for seizing emerging prospects and upholding its dominance in key sectors such, as cloud computing AI and enterprise software Microsoft’s P/E ratio stands at 36.59 which shows that it is valued at a premium in the market signaling expectations for growth and profitability ahead. This evaluation indicates investors are willing to invest more in Microsoft’s earnings due to their confidence, in the company's prospects.
The dividend yield of 0.79 % might appear modest at a glance but it serves as a complement to the robust capital gains that investors have experienced. This yield offers a source of income positioning Microsoft as a comprehensive investment choice, for those looking for both growth and income opportunities. In the year alone and compared with the S&P 500 index performance of 26% Microsoft stock has seen an impressive rise of 24%. This significant outperformance underscores the company's strength and consistent ability, to provide returns amidst a challenging and volatile market landscape.

[bookmark: _Toc175714836]2.2 Descriptive Statistics 

[bookmark: _Toc175714837]Figure 2
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            Source: https://www.financecharts.com/stocks/MSFT/performance/total-return
Microsoft's stock has seen a 28,70 % return in the last year and is currently up by 10,56 % this year so far.
 Over the 5 years, the total return stands at an impressive 219,61 % indicating that a $100 investment in MSFT stock five years ago would now be valued at $319,61. This total return factors, in both price growth and any dividends reinvested. 
5-Year Total Return; Over the five years Microsoft has delivered a total return of 219.61%.
 10-Year Annualized Return; The annualized return over the decade is at 26.96% surpassing the S&P 500's annualized return of 10.94% in the period.
Comment: Microsoft Corporation has demonstrated performance across time frames solidifying its position, as a favorable investment option. In the year the stock has shown a total return of 28.70% indicating its resilience and growth potential even in challenging market conditions. In 2024 Microsoft has sustained this positive trend with a return of 10.56% showcasing strong investor trust and consistent operational performance taking a view Microsoft 5 5-year total return of 219.61% reflects its enduring growth strategy and innovative capabilities that have consistently rewarded long-term investors. Particularly noteworthy is its 10-year annualized return of 26.96% surpassing the S&P 500 performance of 10.94% during the period. This extended outperformance underscores Microsoft's value creation ability positioning it as a standout player in the tech industry and an attractive choice, for investors seeking both stability and growth.


2.2 Compound Annual Growth Rate (CAGR) 
Definition 
The compound annual growth rate of a measurement, over a period is the yearly rise (or fall) compounded annually.  
The crucial element here is the concept of "compound". In essence, what CAGR demonstrates is the annual return required for a measure. Whether it be an investment or a business's earnings. To move from Point A to Point B in a consistent manner over some time. (VINCENT, 2024)

[bookmark: _Toc175714838]Figure 3


                            Source: created by learner (YAHOO FINANCE)



FORMULA: CAGR = (EV/BV)n/1-1x100

· Beginning Value=BV (Start of 2023): $239.58
· Ending Value=EV (End of 2023): $376.04
· N (Number of Years): 1 year
· CAGR=(376.04/239.58)1/1-1x100
· CAGR=1.5697-1x100
=0.5697x100
=56.979

Comment: Microsoft experienced a Compound Annual Growth Rate (CAGR) of 56.97% in 2023. This substantial growth rate highlights the rise, in Microsoft's stock price throughout the year showcasing strong performance and investor trust. Such a high CAGR is particularly noteworthy given Microsoft's size emphasizing the company's market standing and successful strategies during that period. 





[bookmark: _Toc175714839]2.3 Sharpe and Treynor Ratios Calculation
Sharpe Ratio: The Sharpe ratio assesses the risk-adjusted return of a portfolio. A portfolio, with a Sharpe ratio is seen as outperforming its counterparts. It was named after William F. Sharpe, a Nobel laureate and retired finance professor, at Stanford University. (The Economic Times, 2019)

LINK: https://economictimes.indiatimes.com/definition/sharpe-ratio 

Formula of Sharpe ratio: {R(p)-R (f)}/s(p)
R (p): Portfolio return
R (f): Risk-free rate of return
s (p): Standard deviation of the portfolio

rp-rf=0.3
s(P)=0.0158
rp-rf/s(P)=0.3/0.0158=1.898707


The Sharpe ratio evaluates how return a portfolio generates compared to the risk rate taking into account its standard deviation typically the 90-day Treasury bill rate is used as a benchmark, for the risk rate.
Comment:  Microsoft company investments portfolio has a Sharpe ratio of 1. 8987 Means that for each unit of risk represented by the deviation the portfolio is yielding approximately 1. Nine units of excess return above the risk-free rate. A Sharpe ratio exceeding 1 is commonly seen as higher values suggest more appealing returns considering the risk involved. With a ratio of 1. Its performance indicates that Microsoft's investment portfolio offers a return in relation, to the risks taken making it an attractive choice from a risk-adjusted perspective. 

[bookmark: _Toc175714840]Treynor Ratio:
The Treynor Ratio evaluates how much return a portfolio generates compared to its systematic risk or the market's volatility. It is commonly known as the "reward, to volatility ratio". Aims to assess the risk associated with a portfolio (along with expected returns) to the overall non-diversifiable risk present, in the market. This ratio suggests that Microsoft’s returns per unit of market risk are strong, reflecting efficient risk management. (wallstreetprep, 2024)

Formula of Treynor ratio: Treynor Ratio = (rp – rf) ÷ βp
rp = Portfolio Return
of = Risk-Free Rate
βp = Beta of the Portfolio
rp-rf=0.03
βp=0.89
(rp – rf) ÷ βp=0.033708
The Treynor ratio measures how well a portfolio performs compared to the risk rate considering the level of risk taken into account created by economist Jack Treynor, who also developed the capital asset pricing model (CAPM) this ratio helps investors make decisions on how to allocate assets and diversify their portfolios effectively investors use the Treynor ratio to analyzed funds and compare the performance of specific portfolio managers and investment funds for investors comparing fund returns adjusted for risk provides insights that guide them in choosing where to invest their money.

Comment: According to the Treynor Ratio of 0.0337, Microsoft suggests that for each unit of market risk (as measured by beta) Microsoft's company portfolio generates a return of 3.37%. A greater Treynor Ratio implies performance compared to market risk and indicates that Microsoft has effectively managed its risk while delivering returns the Treynor Ratio was created by Jack Treynor. Is beneficial for evaluating the performance of various portfolio managers or investment funds when analyzing their ability to handle market risk effectively. In the context of Microsoft's situation, the favorable Treynor Ratio indicates that the company is producing returns that align with the risk it faces presenting an appealing choice, for investors aiming to manage risk and reward effectively.

[bookmark: _Toc175714841]Figure 4

                                   Source: created by Leaner

  
[bookmark: _Toc175714842]3.1 Apple vs Microsoft Most one-year comparisons chart 
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Source: https://portfolioslab.com/tools/stock-comparison/AAPL/MSFT
For this year AAPLE has gained a return of 18. 44%, Which is much higher than the return of 10. 56% For MSFT. Over the decade both investments have shown similar results with AAPLE at an annualized return of 25. 95% And MSFT is not far behind at 26. 77%. The graph below shows how a $ 10,000 investment, in both stocks has grown over time after adjusting for splits and dividends.
Comment: AAPLEs strong performance so far this year indicates that it has been doing better in the market than MSFT recently possibly due to positive developments, within Apple or broader market trends, favorably impacting AAPLE Over than ten years both AAPL and MSFT have shown strong performance with only a slight variance in yearly returns. This showcases the growth and stability of both corporations fueled by their innovative approaches, dominant market positions, and solid financial standing. The slight advantage held by MSFT in returns suggests slightly better overall long-term performance yet both companies have demonstrated their worth, as profitable investment options for Investment Expansion. The graph showing the progression of a $10k investment demonstrates the increase in value for both companies over time. Investors in either firm have enjoyed growth in their investments; however MSFT has a slight edge, with its higher annual returns both AAPLE and MSFT are investment options with promising long-term growth potential although AAPLE is currently performing better than MSFT in the future MSFT has exhibited slightly better performance, over the long run. Investors should evaluate the performance of both companies, current market circumstances, and their specific investment objectives when determining their actions this analysis offers a view on how AAPLE and MSFT have performed in the short- and long-term helping investors gauge the strengths of their investments, which is effective. 

[bookmark: _Toc175714843]3.2 Money call option payoff

[bookmark: _Toc175714844]Figure 5
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                                          Source: https://finance.yahoo.com/quote/AAPL/options/

Key Points of call option payoff:
Current stock price: $240
Strike Price (K): $230
       Options Premium (C): $7
       Breakeven Point: $240 (Strike Price + Premium)
Payoff Breakdown:
· Below $230: The option becomes worthless, leading to a maximum loss of the $10 premium.
· At $230: The option is at-the-money, still resulting in a loss of $10 (the premium).
· At $240: The stock price reaches the breakeven point, with no profit or loss.
· Above $240: The option starts generating profit. For every dollar increase above $240, profit rises by $3.
Payoff calculation:
Payoff=(max(S-k)- P
Payoff=(max(240 -230)-7)
Payoff=10-7=$3
When the stock price of Apple goes above $230 buying a call option could lead to making a profit. The most you can lose is the premium paid for the option, which is $7 if the stock price doesn't go beyond $230. This explanation should give you an idea, about call options, for Apple Inc. In 2023 and how to figure out their returns! If you have questions or need details feel free to ask!

Comment: The accurate calculation indicates that when the stock price reaches $240 the call options payoff amounts to $3. This is because the intrinsic value of the option ($10 calculated as $240. $230) surpasses the premium paid ($7) by $3. Contrary, to a claim of a $10 loss and a $3 profit for every dollar above $240 that was incorrect. The true breakeven point is actually at $237 not at $240 and any stock price exceeding $237 will yield a profit increasing by $1, for each dollar in the stock price. This example effectively demonstrates how the premium influences an option's profitability and emphasizes the significance of grasping the breakeven point in options trading.

[bookmark: _Toc175714845]3.3 Money Put Option Payoff 

[bookmark: _Toc175714846]Figure 6
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                                         Source: https://finance.yahoo.com/quote/AAPL/options/

Key points of put of payoff:
Current stock price: $227.18
Strike Price (K): $220
Options Premium (P): $6
Breakeven Point: $220 (Strike Price - Premium)
 Explanation:
Above $227.18The option becomes worthless, and the maximum loss is capped at the $6 premium paid.
· At $220: The option is at-the-money, resulting in a loss of $6, equivalent to the premium paid.
· At $227.18: The stock reaches the breakeven point, where the gain from exercising the option equals the premium paid.
· Below $220: The option turns profitable. For each dollar decrease in the stock price below $220, the profit increases by $4.
Payoffs:
Payoff= (max(K-S)-P)
payoff= (max (220-210)-6)
Payoff= (max (10) =$4
When Apple's stock price drops below $220 the put option has the potential to make a profit. The most you can lose is the premium paid for the option, which is $6 if the stock price stays above $220. This summary gives you insight, into Apple Inc. put options in 2023 and how to figure out their returns! If you have any questions or need details feel free to inquire.
Comment: Apple's stock price goes down to $210 the put option would yield $4. This calculation holds when assuming the stock price at $210. The intrinsic value of the option amounts to $10 (220. 210). After deducting the $6 premium the net profit stands at $4. Nevertheless, there's an error, in claiming that "with each dollar drop in the stock price below $220 the profit rises by $4." In reality for every dollar decrease in the stock price below $214 accounting for the premium results in a profit increase of $1. Moreover, the breakeven point is actually at $214, not at $227.18. If priced at $227.18 the put option would be worthless. Resulting in a loss of the initial premium of $6. This overview offers an insight into how a put option, on Apple Inc. Would behave with calculations and crucial details included. Should you require clarification? Have any questions feel free to the examples given. Like a $10 loss at $240 and $230 or a $20 gain at $200. how to put options work. This shows how put options can protect investors from falling stock prices while offering gains if the stock value decreases significantly.

[bookmark: _Toc175714847]3.4 Straddle of Apple INC

Construction of a Straddle for Apple Inc. (AAPL)
A straddle involves purchasing both a call and put option with the same strike price and expiration. This strategy benefits from large price movements in either direction.
Assumptions:
· Stock Price (S): $230.54
· Strike Price (K): $230
· Call Premium (C): $10
· Put Premium (P): $10
· Total Straddle Cost: $20 ($10 for the call + $10 for the put)
Payoff Diagram for a Straddle
· Below $230: The put option gains value.
· Above $230: The call option gains value.
· Breakeven Points: The breakeven prices are $210 and $250.
[bookmark: _Toc175714848] Figure 7
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                      Source: https://www.barchart.com/stocks/quotes/AAPL/straddles-strangles

Key Points on the Straddle Strategy Payoff Graph:
1. Strike Price (K): $230
· This is the strike price for both the call and put options in the straddle strategy.
2. Total Premium Paid: $20
· The investor pays a total of $20 for the call and put options combined.
3. Breakeven Points:
· Downside Breakeven: $210 (Strike Price - Premium Paid)
· Upside Breakeven: $250 (Strike Price + Premium Paid)
Payoff:
· Below $210:
· When the stock price drops below $210 the value of the put option increases. As the stock price continues to decline the put option becomes more valuable. Because there is no cap, on how low the stock price can go (in theory it can reach $0) there is a profit potential. For instance, if the stock falls to $200 the investor earns a profit of $10 after factoring in the premium paid.
· At $230:
The stock price stays at $230 which is the strike price, both the call and put options end up being worthless since the stock price matches the strike price. As a result, the investor ends up losing the premium of $20 that was initially paid.
· Above $250:
· When the stock price surpasses $250 the call option starts to make a profit. As the stock price increases the value of the call option also rises, resulting in profits. With no ceiling, on the stock price, there is profit potential as the stock price climbs higher.

· Payoffs:
· At $200 Stock Price:
· Profit = $230 - $200 - $20 (premium) = $10
· Here, the put option is in-the-money, generating profit despite the premium paid.
· At $210 Stock Price (Breakeven Point):
· Profit = $230 - $210 - $20 (premium) = $0
· The investor breaks even, covering the premium paid but making no profit.
· At $230 Stock Price:
· Loss = $20 (total premium paid)
· Both options expire worthless at the strike price, resulting in a loss of the premium paid.
· At $250 Stock Price (Breakeven Point):
· Profit = $250 - $230 - $20 (premium) = $0
· The investor breaks even again, with the stock price exactly covering the premium paid.
· At $270 Stock Price:
· Profit = $270 - $230 - $20 (premium) = $20
· The call option is in-the-money, generating a profit of $20 after covering the
.
Commentary on Straddle: Your description effectively captures the idea of the straddle strategy discussing both its risks and rewards. The straddle proves valuable, in situations where an investor expects market volatility but lacks certainty about the price movement direction. Clearly outlining the breakeven points. Offering example payoffs helps illustrate how this approach can result in profits or losses based on how the stock price behaves to the strike price. One small adjustment to consider is maintaining consistency in explaining profit/loss calculations. For instance, when calculating profit at a $200 stock price it should be computed as follows.
Profit = (Strike Price. Stock Price). Premium Paid = (230. 200). 20 = 10
This aligns, with your explanations and ensures accuracy across the analysis overall your explanation is well crafted and effectively conveys the outcomes of employing a straddle strategy.



[bookmark: _Toc175714849]4.1 Performance of the 10-Year U.S. Treasury Note in 2023

Overall Performance
In 2023 the 10-Year U.S. Treasury Note, an indicator, for interest rates went through quite a bit of ups and downs. While the yield at the end of the year was similar to the starting point suggesting change there were notable fluctuations throughout the year. This hints at a landscape with uncertainties in both economic and market conditions, during the year. (FRED, 2024)

Yield Range
In 2023 the 10-year Treasury Notes yield went through changes moving from, around 3.25% to above 5%. This shift of 175 basis points shows how unpredictable the bond market can be. These fluctuations indicate how investors respond to shifts and changing views on inflation and Federal Reserve actions. The wide range emphasizes the unpredictability, in markets and how economic signals can influence them. (YCharts, 2024)
Key Events
In 2023 the performance of the 10-Year Treasury Note was influenced by events:10-Year
· March 2023: The return decreased to 3.25% because of uncertainty, especially tension, in the banking industry. This time of increased risk aversion resulted in a move, towards safety leading to yields as investors looked for the safety of government bonds. (FRED, 2024)
· Later in the Year: The yield rose above 5% hitting a high not witnessed in the 16 years. This uptick was influenced by worries, about inflation and predictions of measures from the Federal Reserve. The surge in yields indicated mounting worries, about lasting inflation and how the central bank might react. (FRED, 2024)
Year-End Performance
By the conclusion of 2023, the 10-year Treasury yield had reverted, to levels close to where it began signaling a stabilization in the long-term outlook for interest rates and inflation. Despite encountering ups and downs over the course of the year the year-end yield implied an even-handed perspective, in the market regarding interest rates and inflation. (YCharts, 2024) The stabilization indicates an adaptation, to the changing environment and the strategies of the Federal Reserve.
Historical Context
In 2023 the yields surpassing 5% reached levels not seen in years indicating a change, from the prolonged era of low interest rates. Before 2023 U.S. Treasury yields stayed suppressed due to the Federal Reserve policies designed to bolster economic growth. The increase to over 5% marks a change in the landscape and mirrors adjustments in response, to evolving monetary and fiscal situations. (FRED, 2024)

Market Implications
The fluctuations, in the 10year Treasury bond yield, had effects, on financial markets:
· Mortgage Rates: The surge, in the 10-year Treasury yield, caused mortgage rates for 30-year fixed-rate mortgages to go up. This increase in rates led to borrowing expenses making homeownership less attainable and putting a damper on the housing market. In instances mortgage rates even went above 7% greatly affecting the demand, for housing.  (YCharts, 2024)
· Equity Markets: The fluctuations, in the 10-year bond yield impacted the stock market industries to interest rates like utilities and real estate. When yields rise it can lead to borrowing expenses, for businesses impacting their earnings and share prices. As a result, these sectors saw ups and downs as the yields changed. (FRED, 2024)
· Bond Market: Significant fluctuations, in bond market prices, occurred as yields and bond prices moved in directions. When yields increased bond prices decreased, causing instability, in bond investments and impacting the market performance. (FRED, 2024)
Economic Indicators
The changes, in the 10 Year Treasury bond yield in 2023 mirror the evolving views, on expansion, inflation, and monetary strategies:
· At the beginning of 2023 yields stood at 3.79% influenced by worries, about inflation and the Federal Reserve's dedication to increasing interest rates. (FRED, 2024)
· During the middle of the year when the Federal Reserve raised interest rates to combat inflation bond yields reached a point of, over 4.30%. This resulted in a decrease, in bond prices as investors worried about inflation and economic instability. (FRED, 2024)
· By the end of 2023 interest rates settled around 3.8% striking a balance, between inflation concerns and the Federal Reserve's measures to steer the economy. (YCharts, 2024) The stabilization suggested a move, towards anticipation despite persisting worries, about inflation.
[bookmark: _Toc175714850]4.2 Impact of Changes in the 10-Year Treasury Yield on Consumer Debt

The changes, in the 10-year Treasury bond yield, affected types of consumer debt, such, as home loan rates, car financing, and credit card interest charges:
1. The 10-year Treasury yield surge resulted in an uptick in mortgage rates for 30-year fixed-rate loans. This rate increase raised borrowing costs for homebuyers causing a slowdown in the housing market. Homeownership became less attainable with mortgage rates surpassing 7% in 2023 leading to a decrease in demand, for housing. (YCharts, 2024).
2. The increase, in Treasury yields also had an impact on auto loan rates. With the rise in yields, auto loan rates increased, resulting in costs for consumers seeking vehicle financing. As a result of these increased borrowing expenses, there was a decline, in car sales as consumers were deterred by the payments impacting their buying choices. (Investing.com, 2024).
3. Credit card debt has become more burdensome for consumers due, to the rise in credit card interest rates, which are tied to interest rate movements like the increase, in the 10-year Treasury yield. This situation is worsened by inflation reducing income making it harder for people to handle and reduce their balances. (YCharts, 2024).

In 2023 the 10-Year U.S. Treasury Note had a rollercoaster ride, in terms of performance experiencing ups and downs with yields fluctuating between 3.25% and over 5%. While the year ended with a yield to its starting point it was a period due to changing economic landscapes and actions taken by the Federal Reserve. These yield variations had an impact on consumer debt resulting in increased borrowing expenses for types of loans and influencing both affordability and consumer spending. The performance of the 10-Year Treasury Note in 2023 mirrors patterns underscoring the intricate relationships, among interest rates, inflation, and financial markets.
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