PICK FOUR GOVERNMENT OF CANADA BONDS FROM THE GLOBE AND MAIL (26 Jan 2009 11:11 EST) 

· PICK TWO BOND WITH IDENTICAL COUPONS BUT DIFFERENT MATURITY DATES
	QUES.
	Issuer

	Bond Type
	Series
	Coupon Rate
	Coupon Freq.
	Maturity
	Price
	Yield
	Yield Type
	Duration
	Sector Code

	A
	CANADA
	FEDGOV
	
	4.00
	S
	2017/06/01
	110.06
	2.65
	M
	7.10
	CAN

	B
	CANADA
	FEDGOV
	
	4.00
	S
	2016/06/01
	110.29
	2.46
	M
	6.37
	CAN


· AND TWO BONDS WITH IDENTICAL MATURITIES BUT DIFFERENT COUPPON RATES

	QUES.
	Issuer

	Bond Type
	Series
	Coupon Rate
	Coupon Freq.
	Maturity
	Price
	Yield
	Yield Type
	Duration
	Sector Code

	C
	CANADA
	FEDGOV
	
	3.75
	S
	2012/06/01
	106.80
	1.65
	M
	3.14
	CAN

	D
	CANADA
	DEDGOV
	
	5.25
	S
	2012/06/01
	111.66
	1.65
	M
	3.08
	CAN


NOTE THE CURRENT PRICE, MATURITY, AND COUPON RATE OF EACH.

NOW SUPPOSE THAT THE YIELD TO MATURITY INCREASES BY ONE PERCENTAGE POINT FOR EACH BOND (E.G. FROM 4% TO 5%).  

1. CALCULATE THE PRICE OF EACH BOND BASED ON THE YIELDS PROVIDED IN THE NEWSPAPER.
A.

B.


C.

D.

2. RECALCULATE THE PRICE OF EACH BOND USING THE INCREASED YIELDS.
A.

B.

C.

D.

3. ARE LONG MATURITY OR SHORT MATURITY BONDS MORE AFFECTED BY THE YIELD INCREASE?
4. ARE HIGH-COUPON OR LOW-COUPON BONDS MORE AFFECTED BY THE YIELD INCREASE?

5. CALCULATE THE DURATION FOR EACH OF THESE BOND.

A.

B.

C.

D.

