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CTC/MTC 374 – BONDS
NAME: ____________________

1.  John Doe purchases a $2,000 bond for $2100.  The bond has a yearly bond rate of 12% with premiums paid semi-annually.  If the bond is kept for 8 years and sold for par value, determine the equivalent annual yield rate (rate of return) for John Doe’s bond investment?
2.  Jane Doe is considering purchasing a bond having a face value of $2500 and a bond rate of 10% per year payable semiannually.  The bond has a remaining life of 8 years.  How much should she pay for the bond in order to earn a return on investment of 14% per year compounded semiannually?  Assume the bond will be redeemed for face value.
