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SECTION 5

BONDS
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BONDS - TERMINOLOGY

P = Price of bond F= parvalueor
= Amortized value face value
C =redemption value r= coupon rate
usually nominal
convertible

semi-annually

g= modified coupon |Fr= coupon amount
rate based on
redemption value
= Fr/C
K= PVofredemption |i= vyield rate for
value investor
= Cv"
= C(I+i)™"
n= #interest
conversion
periods
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BONDS - PRICE FORMULAS

- Fe (am T K
P: \;r% am)+C v GQ,VWM\

0 _ Fc(amtd) + (I~ i)
LT ~Ci)Gnli A\ fernate
C Gar CQ“Q“Q_

= CV'+ Fr (&Wﬂ
= Cv'+ Ca(anit)
= K+ Co (12
= K *'.L(Q—-LC\/”)
- % 8 )& ldenaun
K+ 2(C

Ser&\

-y a(c-C F) o Bowd
(

61



BONDS - PRICE FORMULAS
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BONDS - PRICE FORMULAS

Fr/im Fr/m Fr/m Fr/m Fr/im Fr/m
I I L I I | I

OL__ I/m 2/m 3/m 4/m 1 I+1/m 1+2/m

N yeas bowd |, A al cougon =
payable mthly jannual yield vate

CCELR) r Q" Geneal

0-C+( I‘«’r-—Cim) a(mﬁ? A (+ecnate
0~ K+ 8 (C-K) Makelhan
C

()

Devive morthly yate valve price
VS I‘V\j Mo VTI‘V\WY ngw)g h
0= (Ec)aam C(1+0

\2 Q"'j >I’L= H’(

63




THI'S PAGE WAS | NTENTI ONALLY LEFT BLANK

63a





