BONDS - YIELD RATES
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BONDS - YIELD RATES
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BONDS - YIELD RATES
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CALLABLE BONDS

P=C + (Fr-Ci) a,

If bond sells at a premium, assume
earliest possible redemption date. This
gives lowest price that gives yield rate
of i.

P=C+C(g)a,,  (i<g)

If bond is called at a date other than
assumed above, the actual yield rate
will be higher than what was calculated
initially.

NOTE: Price calculation assumes same

redemption values at all dates
the bond can be called.
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CALLABLE BONDS

P=C + (Fr-Ci) a,

If bond sells at a discount, assume
latest possible redemption date. This
gives lowest price that gives yield rate
of i.

P=C+C(g)a,,  (g<i)

If bond is called at a date other than
assumed above, the actual yield rate
will be higher than what was calculated
initially.

NOTE: Price calculation assumes same

redemption values at all dates
the bond can be called.
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BONDS - DURATION
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BONDS - DURATION
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BONDS - DURATION
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BONDS - DURATION
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BONDS - DURATION
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KEY CONCEPTS
SECTION V - BONDS
1. Amortized value = price
2. Price formulas:
a. Standard FRANK
b. Alternative - callable
c. Makeham - serial
3. Bond price
a. Between coupon dates

b. Successive coupon dates

4. Duration / modified duration
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