Exam 3
Morning (AM)

Answers for question 97 — 110 of Fixed Income

97. PHNH — E[Jﬁ,ﬁ,}ig 7 (convertible bond) V[“IFE (par value) £%$1,000 E?F‘ﬁ 1$1,050, » [

ElfEygi =5k (conversion ratio) £} 20:1 & r'ﬂ&%lﬁﬁt 1$56  H{ i :

A. 5 F/ [i ﬁ&[ﬁ‘;’j N ”’Ef [fi (conversion value) £3$1,050.

B. FS)Z fi ﬁ&[ﬁ R ,ETE]J ™% (below parity) "FrPp o

C. FS)Z fi ﬁ&[ﬁ‘;’j NG |CV'”EJ‘ ffi (minimum value) ZH* &) £ K Al SRR
[option-free (straight) bond] fi Jﬁ[;ﬁj o

rpE A#
FJ@PT = C FI NESUD LrFE o

il

~irp ﬁ&[ﬁ %5 (convertible bond) Vﬁﬁi[%””;j [fi (minimum value) ?BZ'“ "EIJ AN IN
ZEEMEFRY [option-free (straight) bond] Fuﬁ[;ﬁj °

. ,F[ A s T

F Hi ﬁ&[ﬁ‘;’j 31}2.\@ [fi (conversion value) £% : $1,120 ($56 x 20)

S B UL rFE .

[“F%}ZFIJ 3@1}2&%‘3’} i ”’Ef [fi (conversion value) £% : $1,120 ($56 x 20) » *HTH F%?ﬁ‘[j/
$1,050 - [4\'”"?’ fi ﬁ&[ﬁ ER R | ”’Ef I - (above parity)” [ o

ﬁzf D EGERMFRYS (option-free bond) ~HEL T straight bond | e

(Reading 52)
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=
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A. YN —(A=EL[# S (zero-coupon bond) JFH:’}_EFJ\ E1E[H (held to maturity) |fij =" $5#%Y Ff[
uEREL T TR Lﬁp,ﬁrf%’?ﬁg'ﬁ‘?ﬁﬁ (original issue discount tax provision) | ° E‘[J}H £
g'?ﬁﬁjﬁi FIIH (cap1tal gain) °
B. J[HN {55 v Z{ R E,H' S PERELY 55 e 4 A (capital gain) ﬁig (A AN
PV T
C. YNy~ FF[ Epuetl e TR L;’[mﬁ rfjf’:rf"*@'?ﬁ["‘?ﬁ (original issue discount tax

I'L

provision) - [ {Eiu— HlIp3E Euépﬁf.fﬂ?f?* FOF LA LT
DSTEHE S



EJ@P? 1MFIAFI J&rij }’Fﬁg’o
IV — M T 5 B0 290 P (2 omln ) T R AT R
(original issue discount tax provision) | » & F—Pufq_T FLFEL [E? 55 [???} HﬁF fJEW [;E_PI?B}I
P,%Eﬁ[[ﬂ | BT 7%’* - ATREFAIUEY A FJHH  (capital gain) ©
EIE B USSR I C VRS T i -

(Reading 52)

09, Sifm i %} (option-free bond) IV7]| ””?ﬁ 3$110 > H [T 5@ (modified duration)
£ 5~ AP % (convexity) 1 220> F ’ﬁﬂj} 4160 [ H (basis points) E‘[JI'%???} v ”"T
ﬁwﬁb?

A. 112.52
B. 98.35
C. 107.14

##pT A Y =60 basis points = 0.6% Dmoa=5, C =200

2 2
Ap% =|-D,AY +Ex AY) 1o | 5x0.64220,06) g 5 6oaes
2" 100 2 7 100

PP=Pox(1+ A P%=110x (1 —2.604%) = 107.1356 = 107.14
(Reading 55)

100. ™% ]J[E? 25 HI PFEIE Jﬁﬁ | AVE YR @ (reinvestment risk) ?

A, Z[EHIA] (maturity) ~pU EL [EJ 55 (coupon bond) °
B. %?JFJ, ,EJ\?}*'J} (coupon rate) FY[] £l [EJ %5 (coupon bond) °
C. FEL ['Eﬁf‘zi (zero-coupon bond) °

J_*FE Algt C
F@?PT = C T_JF}E:' o
ZELF] (zero-coupon bond) [NELEHN 'J?Tii JFIRMES S SRy e gk *
(cash inflow) » 7l | 7> gzﬁué’ﬁ_ Hegy s o E'H,H\H}??Vﬁ B o [E17E T Pa i lff“ﬁ[fﬂ F”[?‘;Wﬁ“ ’
PELZFEL [EJ 57 (zero- coupon bond) AT AR - > [NIFSEL [EJ 57 (zero-coupon bond)
IR PUF[F e e



= A T L*FE
ZFIIE (maturity) [T EL @?? PSSR W IR 1 P
IR SRR R SORAE O o R Rl O Y e
=E B T ijg
BE B RO ] R l'???? HEPPOELE T  FUEME  T ET EH R
FAHA RS F ] TP JE | PRl O 4R e
(Reading 54)

101, fi% X AOlsPSh]% (approximate convexity) F=ffi%5 Y AORSPS IS » JrHUGHA|AG {5
PR A [E - S A I] (modified duration) [FL[;TLL [F‘ﬂﬁjﬁ%ﬁﬂ AT E PR |5F7F‘EI[F[J'[‘?‘]35J1
IR H A ?

['E'i?} X S| (price estimate) =ik 1 ’F}" 0
['E'i?} Y [ f"gj fﬁ ,[ﬁé[ (price estimate) =ik 1 ’F}" 0
[ﬁ 25 X??[Ei Y ﬁJﬁF‘ [F‘[ T FE[ﬂ:}H [?ﬁrﬁ (indifferent) °

I*’p"é?i;t’ ‘B
Hepr o i U ST S [ (modified duration) [FL[;T FlOFE S| [=feh 1 o [ EILJE?F‘?@\['“‘
Eﬁ st hi® (approximate convexity) iy [?? » ””?F‘ HAF PN (price- yleld

curve) UL (tangent line) V [UIfVRRBES £ A 5 1] ﬁwﬁ[ﬁﬂ GRS R
P | IS [ TFORE &) - 5 Y polsps w%hiu [T (RS G T
T -

(Reading 55)

2L [#%57 (option-free bond) fYELZ} #[[3 (couponrate) £ 6% ~5 =+ Z[[H ~ 7 "FF?H
$100 f/['%\' i 75 VAR (vield) ] 50 |[“H (basis points) » E‘[J’)* {55 F”ﬁ#‘yﬁiﬁfﬂ
$97.8994 - p [T %5 A B 50 TALE B Fuﬁfﬁ,ﬁ[ﬁjf g $10216 i
izt JTE?E‘E?['?}[& ¥ M (approximate modlfled duration) | }kf@” G i
(approximate convexity) iRl %D ?

RS (ST S T sl
A. 3.92 30.52
B. 4.02 24.76
C. 4.26 23.76
R C



HepT s A HEE S T-E E A I[E] (approximate modified duration)

_ V_-V, _ 102.16-97.8994 — 496

2xV, x(AY) 2x100x0.005

A fsfth]® (approximate convexity)

_ V4V, =2xV, 00216+9789%0—2x1m)5;2376

V, x(AY)? 100x(0.005)

(Reading 55)

103. M [IFEH L ’ﬁ”g = P = Ff[ [E? (Treasury bond) Y22 Ff ”’Ef [fi (no arbitrage value) Eﬁ

P B - (E S A R (maturity) ;[/’ﬁj OO [’?ﬁﬁl@fj [HHF]JF (spot rates)
1?’?15[ (discount) E Fl&jhEl o

B. " J[[HF]= (spot rates) AR 5wt F[[= (implied forward rates) #7323 E! -
Xl '“:Ll:%l\lil_ﬁ[[f—[ E['Cj °

C. {fu™[#t—- #7735 (single discount rate) FF 7% EE%&%?({E@ o

J_*FE = lﬂi C
FJ@PT SETE C [0 [ -
SN IEN [Et Ty A ”’Ef fﬁ (no arbitrage value) Eﬁ » [ H= #7305 (single discount rate)
1?’% IS IR ?JJQ*UE@@*? |
HIE A RS E I B Ji?l_?ﬂjjpe o
(Reading 54)

104. [E T Ao B Efﬁ (flat price) £L :

A. Tﬁ | EEtFIEL (acc’rued interest) fIY fgjﬁ‘[ o
B. Ei (buyer) 3 [i1fY F%?F‘ o
C. Bl (seller) i l]SfT[JﬂJF?F‘

T_JF}TE BRA
F@PTF A ,ETE]J F‘F[ (flat clean price) = %’Wf EJ‘F‘F[ (full price) — EFI#JEL (accrued interest)
f Jﬁgj— () ,ﬁ'ﬁ’gf ﬁ (flat price) ~ 7 Ebifizy5 FEJ‘ f]ﬁ (clean price) °
2) %’Wf[ E%*‘F[ (full price) ~ ik} Eﬁ_@ﬁ””gf F‘F[ (dirty price) °
(Reading 54)



105. M F[FE e e ? B GE AR EU{f ST (option-free coupon bonds) [fijF i

A, PPN E Y f"?fikﬁl[ﬁ E[[iﬁﬁﬂ?[}‘ (market discount rate) ¥ Ef E%ﬁ@[’ F 177 EHfizeE

B. —

Fgﬁ* :
E@Fﬂ? :

SERE= ] (MR I RIRRT 153 E1H PR [ 153 Epomeist i
JﬂQPJF YN R 5 ﬁl[ﬂ Fu@?}ﬂ} (coupon rate) * [E [T (market
discount rate) [ 5™ [ [l F 153 PR Z[SVEUH] (maturity) PEAERY(E ST kﬁﬁ&@
WEHEY h&{ﬁjw[[ﬁfﬁﬁ JF] (maturlty) [“ﬁwﬁu[ﬁﬁ‘, NG ”'f?fr&@[ HUF T EA .
UP it 55 F AR ZVBARE] (matarity) > BU55 [ (coupon rate) DRI 55
E‘F"@‘[ CHYF 1) [‘“}Iﬁj/[_“fi RalES [“ﬁﬁ f Jﬁj“‘l[_'[?tl JJF! °

C
HFC Em%rﬁ}’ﬁ"é
OP R E RIS IPIIN - ELS5 RIS R (AR 5 P EL T s e )
H IR 153 L1 Rl PR b — W5y <
I A PR }’p"é
YL SRR ARTRL > 7] TR A Efl””?fr*‘@‘l“ V) PR AR [
[FilEf 153 "f‘fﬁ‘ﬁ@‘[“ Y E 15T ENRe S . K
ZHIEBH Jiif“jij J_*FE
- ‘ﬂQPJF o YR T 55 F AR LSS A ] i ropla A s [ b o =
f Z (AR Pﬁ@gu@jﬂﬁdtu o g T Pt ) B Eﬁ@[ F[Jﬂ;}%?%ﬁfﬁf i)
PREROS VR ORI T e [RLE wa%m}ﬁwﬁﬂmﬁif@@
yn’dﬂﬁﬂéﬁﬁﬁmﬂ}WEW* T TR A T R R 5L
2

f.”%?fr&@[ U] P PR PR 5 MR P s B T Y TRIOH
1

(Reading 54)

106. 90 K?HQF—JE'I%’EM ,000,000 [V EiZEE 5L/ T A T%Ef [ (negotiable bank certificate of deposit) T+
miﬁ FI'J$1,0120,000 » Y X BeST ETTEN Y] (date-count convention) £35)F 365 = » %F}

I

R AL LI [ﬁ = fFl EF]JZF (bond equivalent yield, BEY):E %7 ?

A. 4.58%
B. 472%
C. 487%

vﬁ—‘i» : C

e F%f



e o p GRS R [?} 55 fﬁ {7]]% (bond equivalent yield) F5Jt[I#[|5 (add-on

rate, AOR) £},
ﬁx $1,012,000—$1,000,000 00487 = 4.87 %
90 $1,000,000

ﬁﬁjﬁgf DRSS T BT (negotiable bank certificate of deposit, NCD) KiEAL= HH %
(bank certificate of deposit, CD) fi— 7 » FJ i iR 1 ph BT ‘Fﬂr‘gﬁf'\_ -

{7 (negotiable) | PUFELT LI H1 -
(Reading 54)

107. 5~ 4 = [ [E 57 (semi-annual pay bond) f4 & [_Eki 7] =5 fFl 7] (semiannual bond
equlvalent yield, BEY) £} 6.0% - [I[[¥1 & [JFL#E (annul-pay bas1s) FUZ[HHFEF]=R (yield to
maturity, YTM) kL% ') 9

A. 6.32%
B. 5.86%
C. 6.09%

rpE 24 C
F@F’T = [JFLHE (annul-pay basis) FUE[HGEF[H (yield to maturity, YTM) iRl APR, -
BEY

BEY =2xAPR, = APR,==—

2 2
APR, =(1+APR, ] —h(n?j -1=(1+0‘_§6j ~1=6.09%

fﬁjﬁj— 4 F [‘E? ) fFl @F[]%F (semiannual bond-equivalent yield,) -t~ £ T semiannual bond
basis yield | Eﬁ?ﬂﬁ@ "BEY | °
(Reading 54)

108. ™% ]J FTJ—“ 2 R A ﬁ EL [ﬁ %5 (option-free coupon bond) .} il ik fgj [fil (carrying value) fIU#>
TR H L 7 A TE“'@ RN 5 EV{EIifi (carrying value) :

A, FERLE L B (future cash flows) I'J B VL (carrying value) [f[YT] 3
JEA[EF (market yield) “[iI" [ Al o

B. f/['%\' l????fq_[ T’:FIJ‘ (at discount) [ " WERLUAVET{Er)_FEEL £ 45 (amortization) °

C. i/['%\' lﬁ LI J‘ (at premium) fi& * ’?ﬁi_drﬂi ””?@9‘ A = 45 (amortization) ©



Fgﬁ* :

T s «Fl A gt JjJFﬁg .
B #J@ [d,[ Fu [?‘J 57 (option-free coupon bond) 7y F*[ i FEJJ [IE] (carrying value) 97*15_4* F[ J}_L_{:J_
& E (future cash flows) ') "fgl ¥ EﬁJ ) L e AT T
ji_[ B TN R T R o R Jﬂaﬂ, .
= «Fl B ﬁ Jésr*utﬂﬁfg[ C F‘ J&y«iﬁzrpg .

(Reading 54)

109. +7 U ﬁfi lﬁ% T HL E [E‘vfﬁ # (repurchase agreement) | fI% il’ﬁ?{j\ J}’*’Eé?

A. /E\[I'“E@:%'ﬁ\[#[#[ (Collateral) t@ﬁ,’J@?gﬂfj:‘ [' i (government bOIld) , MQ?J = E]Jrﬂnl}ﬁ
(credit risk) o
B. lﬁéﬁﬂ‘i BA[EFAE (repo rate) [F5# HE 1[4 (repurchase agreement) HARH[IY Y= ity
I e
C. EZTA[EL (coupon payments) %‘T}%{‘[’?ﬁ?}‘ﬁ@[ﬁiﬂ—tj o
Tinilic ng :C
T ,FI C fusssh P o

T HEI[RI 53 (repurchase agreement) % b1 > KL} F[EL (coupon payments) B ['?i
TR > ?ﬁi'_fﬁﬁ’ ~ (borrower) °
p,p A [T R
T R[5 (repurchase agreement) % pbf|IfviE ﬂ;i}j#[ (collateral) HjpLEY ) ’Fﬂ»}‘ﬁ
*EJE[%J@?} ) ,I—tjﬁ._gﬂ —tjﬂﬁt Fu@ﬁﬂ e £l [ﬁﬁguﬁé[ﬁ\’f# o [HELfES FEI%FF#F”[EJ”
Bl f@iljgumﬁrJ fo [Etj M [ﬂtq HF([ A9 L‘L%}@P}J[Eﬁg[j iaf&frf?[;@ St NS
ji/\ﬁ7 iﬁ,ﬁ?[;ﬁjl%fﬁ[ﬁfﬁ [/EEE' » PRI [EIEFEE[J@\FFI{E ﬁ FUERY A [ﬁlﬁ_%ﬁ*‘ '[“Fl SN
(credlt risk) o
HEIB Jéy“z}’ﬁ“,g o
N JﬂQPJfl [ AL S S A S, lﬁﬁlﬁ FEI[IFH (repo rate) ”J%’* 1ioa
i HE EIIEJJ%E (repurchase agreement) HHRE[fY[I= o

(Reading 53)

110. 7 5347 2 Filffi (corporate bond) [ » 4 FiH i C 2

H & (Character) ~ {1 (Capacity) il (Collateral) ~ [l £ [=

(Cooperation)




% &7 (Character) ~ E[jﬁfﬁ:‘ﬁ (Capacity) ~ El[g F’ﬁ [ (Cooperation) :Ejﬁ‘z‘[ R

(Covenants) °

c. = ;ﬂ J’i & (Character) ~ E[I%‘%EI:‘JJ (Capacity) ~ Ef ’ﬁ#[ (Collateral) :Ejﬁ‘z‘[ R

(Covenants) o

(Reading 56)



