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CHAPTERS 6:
BONDS
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The Limited Bond: Using the BA-I|

* Pridng the emtire issue: N=30w2=60, |f=10.2/23=5.1,
PrAT=24. 3250 2=1 2 16358, FY=350M

= Lising those inputs, the price of the entire Issue should be;
5244119212710

FOr one indwvidval Bond
= Pricing an Individual bond: N=E0, 1Y=5.1, PMT=G230/2=34.75,
OIS = Fv=1000
;ELE? = The price of an indirvidusl band will be: 2697 48

« If the face value per bond is 21000, and the face value of the
entire issue 15 5350,000,000, then there are 350,000 Bonds.

= 350,000 % 5657 4B - 5244,119,212.70
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Review Problem 1: BA-I

= What is the price [per 51,000 fape wvalue) of 3 5-year bond with
a coupan rate of 7.5%, paid semi-annaally and a YT = B
e — r-_.-l

= Doag it sall &1 par, 8 discount, or & premiuen?

N=10 YTM=8< 274  s15%1000
Fu=1000  pmt = &

PV=919.172
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The Limited Bond: Using the BA-I|

« Face Valie = 53500
« Flaturity & S0 paais (R samaniie prpmments el | = :
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The Limited Bond: Using the BA-II

* '‘What if 'we had annual payments?
v Thasn Me®0), 1Y 10,7, PRAT =80 50
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Review Problem 2: BA-

+ ‘What Is the price [per 51,000 faoe wvalue) of 3 5-year bond with
acoupsn rate of 9.5%, paid annually and 3 ¥TM = 7,057

» Dt it sell &1 par, & Iiill'.I:lur'II!ElfIEI'Er!'liur'l'l'."
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Clean vs. Dirty Prices / Accrued Interest
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Chapter 6, Problem 20 selapremivm

+ Suppode you purchase a ten-year band rual
coupgns. You hold the bond for four years, and sell it
mmediately afber receiving the lourth cougca, if the bond's
wield to maturity was 5% when you purchased and sold the
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Extra Problem: YTM and its components

+ Bond P is a premivm band with a 12 percent coupan. Bond O s
a & percent coupon bond currently selling at & discount. Bath
ﬁﬁm annual payments, have a YT of § percent, and
have Five years 1o manity,

« If the “Current Yiesd® is defined a5 [annual couponl/arice, whit
is the current yisld for bonds P and DF

Extra Problem: bond with odd cash flows

« A bond has a face value of 530,000 and matures in 20 years.
The bond makes no paymants far the farst soopears, then pays
21,100 every six manths gver the subseguent 8 years, and
finally pays 51,400 every six manths over the |ast six years

« |f the reguired refurn an this bond = 7% compounded
sermigan P ally, what 15 the current price of the bond
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