No. 5
[bookmark: _GoBack]Year	PVF @ 4%	Cash Flow	PV of Cash flow	Present value of a Cash flows * Year of Receipt
A	B = 1.04^(-A)	C	B*C	C*A
1	0.9615	50($1000*5%)	48.08	48.08
2	0.9246	50	46.23	92.46
3	0.8890	1050 ($50+$1000)	933.45	2800.34
Sum	1027.75	2940.88
Price of Bond = Present Vale of Cash flows discounted at YTM

Price of Bond = $1,027.75

Duration = (Present value of a Future cash flows * Year of receipt )/ divided by the bond's current market value.

Duration = $2,940.88/1,027.75

Duration = 2.8615 Years

If the YTM Changes to 5%,

When the Coupon Price of Bond Equals to the YTM of bond, the Bond trades at Face Value

Hence, Price of Bond = $1,000

Year	PVF @ 5%	Cash Flow	PV of Cash flow	Present value of a Cash flows * Year of Reciept
A	B	C	B*C	C*A
1	0.9524	50	47.62	47.62
2	0.9070	50	45.35	90.7
3	0.8638	1050	907.03	2721.09
Total	1000	2859.41
Duration = $2,859.41/$1000 = 2.859 year
