
Bond Exercise
1. Calculate the value of a bond that expects to mature in 10 years and has a $1000 face value.  The coupon interest rate is 9% and the investors’ required rate of return in 15%.

2. [bookmark: _GoBack]Phybus, Inc. bonds have a 10% coupon rate.  The interest is paid semi-annually and the bonds mature in 11years.  Their par value is $1000.  If your required rate of return is 9%, what is the value of the bond?  What is its value if the interest is paid annually?

3. The market price is $950 for an 8 year bond ($1000 par value) that pays 9% interest semi-annually.  What is the bond’s expected rate of return?

4. Doisneau 20 year bonds pay 10% interest annually on a $1000 par value.  If the bonds sell at $975, what is the bond’s expected rate of return?

5. Hoyden’s bonds mature in 15 years and pay 8% interest annually.  If you purchase the bonds for $1175, what is your expected rate of return?

6. Fingen’s 14-year, $1000par value bonds pay 9 percent interest annually.  The market price of the bonds is $1100 and your required rate of return is 10 percent.  
a. Compute the bond’s expected rate of return.
b. Determine the value of the bond to you, given you required rate of return.
c. Should you purchase the bond?

7. You own a bond that pays $75 in annual interest, with a $1000 par value.  It matures in 15 years.  Your required rate of return is 6%.  
a. Calculate the value of the bond.
b. How does the value change if your required rate of return (i) increases to 10% or (ii) decreases to 4%?
c. Assume that the bond matures in 5 years instead of 15 years.  Recompute your answer in part (b).
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