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4. YTM (Zero Coupon Bond)   ÷ 
Where;
YTM = Yield to Maturity
F = Face Value
P = Price
n = Years to maturity
Then;
F = $100
P = 53.5% of $100 
= $53.50
n = 8 years
YTM  ÷ 
= 0.07573
= 7.57%
5. 
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Where;
C = Cash flow (6.3% * 100)
r = Interest rate (7%)
t = Time (15 years)
F = Face Value ($100)
Therefore;
Bond price = $93.62
6. 
YTM (Zero Coupon Bond)   
Where;
YTM = Yield to Maturity
F = Face Value ($1)
r = Interest Rate Increase (1.25%)
t = Years to maturity (6 years)
Therefore;
Expected Price Change = $0.93
7.
a.
YTM   ÷ 
Where;
YTM = Yield to Maturity
C = Coupon (6.8% * $100)
F = Face Value ($100)
P = Price ($96.8547)
n = Years to maturity (3 years)
Then;
To get a YTM of 8%, n should be 3.063 years.
b.
Approximate price change is $2.5
c. 
Actual price change:
If yields decrease by 1% the new YTM will be 7%, the new price obtained by using the formula:
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Where;
C = Cash flow (6.8% * 100)
r = Interest rate (7%)
t = Time (3 years)
F = Face Value ($100)
New Price; $99.47
Therefore;
Price change = New Price – Old Price
= $99.47 - $96.8547
= $2.6153
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