Prepare and upload your computations and solutions to the following Chapter 7 problems from pages 185-187:
7-5,9,11,13,15,21,23,25,27,29,31,and 37. These problems are also in McGraw-Hill connect.
CHAPTER 7 PG 161
Please provide me step by step on how you solved the problem. This is so I will know how to do it when it is time for the test. How you got to the answer you got to. 

7-5  Call  Preminum – A 6 percent corporate coupon bond is callable in five years for a call premium of one year of coupon payments. Assuming a par value of $1,000, what is the price paid  to the bondholder if the issuer calls the bond? (LG7-1).
Solution
Amount paid is $1060
Calculation
Principal+call premium=1000+0.06*1000
			=1000+60
			=$1060
7-9 – Bond Quotes – Consider the following three bond quotes; a Treasury note quoted at 97:27, a corporate bond quoted at 103.25 and a municipal bond quoted at 101.90. if the Treasury and corporate bonds have a par value of $1,000 and the municipal bone has a par value of %5,000, what is the price of these three bonds in dollars? (LG7-3). 
Solution
Price of Bond = (Quote/100) * Face Value
Price of Treasury bond = (103.25/100)*$1,000= $1032.5
Price of corporate bond = (96.50/100)*$1,000 = $965
Price of municipal bond= (100.90/100)*$5,000 = $5,045

7-11 Zero Coupon Bond Price – Calculate the price of a zero coupon that matures in 20 years if the market interest rate is 3.8 percent. (LG7-4). 
=F/(1+R)n  assume fair value is $1 
= 1/(1+3.8%)20
=$0.47
7-13 – Current Yield – What’s the current yield of a 3.8 percent coupon corporate bond quoted at a price of 102.08? (LG7-6). 
Solution
Current Yield		= C/Vo 
=3.8%/102.08
= 0.03722% 
7-15 – Taxable Equivalent Yield – What’s the taxable equivalent yield on a municipal bond with a yield to maturity of 3.5 percent for an investor in the 33 percent marginal tax bracket? (LG7-6). 
Solution
Taxable-equivalent yield = tax-exempt yield / (1- marginal tax rate)
			= 0.035/(1-0.33)
			=0.035/0.67
			=0.05224
7-21 – Compute Bond Price – Compute the price of a 3.8 percent coupon bond with 15 years left to maturity and a market interest rate of 6.8 percent. (Assume interest payments are semiannual .) Is this a discount or premium bond? (LG7-4)
Solution
Face Value of the Bond = $1000
Coupon Interest Rate = 3.8% / 2=1.9%
Yield to Maturity = 6.8%
Years to Maturity = 15 years*2=30 
Coupon Interest = Face Value of the bond * coupon interest rate
Or, coupon interest = $1000*3.8% = $38 for full year or $19 or semi-annual
Market Price = $19* PVIFA (ytm%/2, nyears) + Face Value *pvif (ytm%/2, nyears)
[bookmark: _GoBack]		=1000*1.9%=19
PV=(720.63)

bond price =19*((1-(1/1.034)30)/0.034+(1000/1.03420)
=19* 0.3668+
Present value is $720.63
7-23 – Compute Bond Price – Calculate the price of a 5.2 percent coupon bond with 18 years left to maturity and a market interest rate of 4.6 percent. (Assume interest payments are semiannual.) Is this a discount or premium bond? (LG7-4). 
Face Value of the Bond = $1000
Coupon Interest Rate = 5.2%/2=2.6%
Yield to Maturity = 4.6%
Years to Maturity = 18 years*2=36
Coupon Interest = Face Value of the bond * coupon interest rate
Or, coupon interest = $1000*5.2% = $52 for full year or $26 for semi-annual
Market Price = $26* PVIFA (ytm%/2, nyears) + Face Value *pvif (ytm%/2, nyears)
		=1000*2.6%=26
=26* 24.3026%+1000*24.3026%
=249.344676
=Premium 
7-25 Bond Prices and Interest Rates Changes – A 5.75 percent coupon bond with ten years left to maturity is priced to offer a 6.5 percent yield to maturity. You believe that in one year, the yield to maturity will be 5.8 percent. What is the change in price the bond will experience in dollars? (LG7-5). 
Solutions
Coupon =5.75/1000*1000=57.5
Market Price = $57.5* PVIFA (ytm%/2, nyears) + Face Value *pvif (ytm%/2, nyears
		=57.5*
7-27 Yield to Maturity – A 5.65 percent coupon bond with 18 years left to maturity is offered for sale at $1,035.25. What yield to maturity is the bond offering? (Assume interest payments are semiannual.) (LG7-6).

7-29 – Yield to Call – A 6.75 percent coupon bond with 26 years left to maturity can be called in six years. The call premium is one year of coupon payments. It is offered for sale at $1, 135.25. What is the yield to call of the bond? (Assume interest payments are semiannual?) (LG7-6). 

7-31 – Comparing Bond Yields – A client in the 39 percent marginal tax bracket is comparing a municipal bond that offers a 4.5 percent yield to maturity and a similar risk corporate bond that offers a 6.45 percent yield. Which bond will give the client more profit after taxes? (LG7-6). 

7-37 – Yields of a Bond – A 2.50 percent coupon municipal bond has 12 years left to maturity and has a price quote of 98.45. The bond can be called I four years. The call premium is one year of coupon payments. Compute and discuss the bon’s current yield, yield to maturity, taxable equivalent yield (for an invester in the 35 percent tax bracket), and yield to call. (Assume interest payments are semiannual and a par value of $5,000.) (LG7-6). 







 
