Basic Bond Problems

1. Raines Umbrella Corp. issued 12-year bonds two years ago with a coupon rate of 7.6 percent. If these bonds currently sell at a price of 97, what is their YTM?


2. How much money will it cost you to purchase a $20,000 Treasury bond from a bond dealer who quotes prices of 105:23 and 105:24?


3. You purchased a 10-year Treasury note at par value immediately after it was issued three years ago. The note has a coupon rate of 6 percent and a face value of $1,000. Today, similar bonds with similar maturities are being issued at par with a 5 percent coupon rate. You want to sell your bond. What should its price be?


4. A Treasury bond is priced at 101:12. It was issued exactly 15 years ago and is due to mature exactly 15 years from today. Its coupon rate is 6.5 percent and you received your most recent coupon payment earlier today. What is the yield to maturity on this bond?
 

5. Bond A has a face value of $1,000, makes semiannual coupon payments of $30 and will mature in 7 years. It currently sells for $949.63. Bond B is a corporate bond whose price is quoted at 109.98 this afternoon. It will mature in exactly 15 years. Bonds A and B are priced so that they each have the same yield. What is the YTM for these two bonds, and what is the coupon rate for Bond B?



6. Runner’s World Magazine has issued a 20-year bond with a face value of $20,000. This bond makes no payments for the first six years, then pays $1,200 every six months for the next eight years, and finally pays $1,500 every six months over the last six years. If the yield on the bond is 12 percent, what is its price?
