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[bookmark: _GoBack]The coupon rate is equal to its yield to maturity (YTM) if its market value is equal to its par value. Coupon rate provides us with what the bond paid when it was issued, but the yield to maturity tells us how much we will get paid in the future. Coupon always has a fixed rate of return to the face value of a bond but its increase or decrease results in the fluctuation of bond par value and market value. An increase in coupon rate results in an increase in bond par value and market value. A decrease in coupon rate results in a decrease of bond par value and market value. With regard to yield to maturity (YTM), an increase in bond par value implies an increase in YTM and vice versa. A change in market value is always affected by many factors and its fall results in a decreased YTM while its increase implies an increase YTM. The impact of coupon rate and yield to maturity (YTM) on bond par value and market value is that the interest rate is different from interest rates on other financial products because the dollar value is fixed over time in contrary to the percentage.
A decision by the Federal Reserve Bank to increase rate by 1% is one that may affect the returns of companies. As a company CFO who knows about the increase, the step I would take is selling more bonds before the 1% interest rate raise is initiated. The step will be based on the hope that more money will be made from the bonds and in turn encourage investors to buy bonds. The investors will be encouraged to buy the bonds since the coupon rates will have been increased more than the face value and interest rate.


