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Week Four Exercises SOLUTIONS

1) Calculate accrued interest for the following bond:
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2) Calculate the price of the following bond:
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3) Calculate the current yield of the bond in question 3).
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4) Calculate the price of the following bond:
PV of coupons = Coupon * (1/r) * (1- [1/(1+r)n])
PV of par value = Par value/[(1+r)n]
(these formulas will be provided during the exam)
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5) Calculate the current yield of the bond in question 4).
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Face amount 30,000 $          

Coupon rate 9.86%

Payment type semiannual

Maturity (years) 5                        

Market rate 8.50%
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Preliminary calculations

Coupon payment: 1,479.00 $      

Periodic market rate: 4.25%

Number or coupons: 10                      

PV coupon $11,848.10

PV principle $19,786.12

Bond price $31,634.22
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Annual coupon payment $2,958

Bond price $31,634

Current yield 9.35%
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Face amount 25,000 $          

Coupon rate 9.80%

Payment type semiannual

Days since last payment 38                      

Days in coupon period 183                   
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Coupon payment: 25,000 $           x 9.80% = 1,225.00 $    

2                

Accrued interest: 1,225.00 $       38              = 254.37 $       

183           

x
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Face amount 10,000 $          

Coupon rate 5.15%

Payment type semiannual

Maturity (years) 6                        

Market rate 5.98%
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Preliminary calculations

Coupon payment: 257.50 $          

Periodic market rate: 2.99%

Number or coupons: 12                      

PV coupon $2,565

PV principal $7,022

Bond price $9,587


image5.emf
Annual coupon payment $515

Bond price $9,587

Current yield 5.37%


