Math 400 - Theory of Interest

NAME:__________________________________

Homework #19
1. Produce the amortization/accumulation schedule that gives the book value at the end of 

each period for a two-year bond with 9% coupons paid semiannually if the face 

value is $2000, the redemption value is $1800, and the bond is purchased to yield 

7% convertible semiannually.

2. An 18-month $2000 bond is with zero coupons is bought to yield 7% convertible 

semiannually.  Find the price which should be paid.

3. An 78-week $2000 Treasury bill is bought to yield 7% – remember that such 

transactions involve simple discount (as opposed to compound interest), and use 

an actual/360 basis.  Find the price which should be paid.

4. Refer to problem #1.  Find the market price for the bond at the end of 9 months using


a. the theoretical method.


b. the practical method.


c. the semi-theoretical method. 

