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Exercise 1. 

a) A 15-year 1,000 par value bond with 7% semi-annual coupon is priced to yield 6% 

convertible semi-annually. Find the price. 

b) Suppose the bond in a) is offered at a price of 975. What is the nominal yield convertible 

semi-annually? 

c) A 10-year bond with a face value of 1,000 and 5% semi-annual coupon is sold for 980. 

What should the redemption value be if the bond is to yield5.4% convertible semi-

annually. 

Exercise 2 

A 5-year 1,000 par value bond with 7% semi-annual coupon is purchased to yield 6.4% 

convertible semi-annually. The coupon payments are reinvested in a fund that earns 7.2% 

convertible semi-annually. What is the annual effective yield on the total investment at the end 

of the 5-year period. 
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