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Dashain Assignment – 2071
Corporate Finance
BBS-III

Instructions
a. All the students must submit the dashain homework by 10th Kartik 2071 while class resumes after Dashain Tihar Vacation.
b. Assignment of different subjects should be prepared in different copy separately.
c. If any student submit the incomplete assignment then that assignment will be ceased by the management and the student should do the assignment again completely and submit to the concerned faculty within due date.
d. Student must write the question no. properly.
e. Faculty will give grade for the assignment. The grading in the assignment will be observed while evaluating the Project Work Report for TU board examination.
Attempt all the Questions
1. Calculate the unknown variable in each of the following situations;
a) A pure discount bond earning 12% per year and maturing in 10 months has a face value of Rs. 10,000.
b) A pure discount bond that matures in 2 years with a face value of Rs. 5,000 has a price of Rs. 3,986.
c) A pure discount bond that has a face value of Rs. 9,000 is price at Rs. 6762 for an annual yield of 10%.
d) A pure discount bond that has a price of Rs. 751.31 and matures in three years. The rate of return is 10% per year.
2. What would be the initial offering price of the following bonds (Assuming semi-annual compounding). The par value of the bond is Rs. 1,000.
a) A 15-year zero coupon bond with the yield to maturity (YTM) of 12%.
b) A 20-years zero coupon bond with an YTM of 10%.
3. The auction price of a treasury bill is Rs. 950 on a Rs. 1,000 par value and the bill matures in 180 days. Calculate;
a) Discount yield on treasury bill
b) Yield to maturity
4. Consider a 90 day money market security with a face value of Rs. 1 million that carries a discount yield of 11 percent.
a) What is the Rs. Discount of the instrument?
b) What is the actual price of the instrument?
c) What is the holding period return?
d) What is the discount yield?
e) What is investment rate?
f) What is yield to maturity?
g) What is effective annual rate?
5. A bid of 97.270 is accepted on 91 days treasury bills.
a) What discount interest rate would be published?
b) Restate the annual interest rate in a way that would make it comparable to rates quoted on bonds.
c)  Assume that the discount interest rate has risen to 12% thirty days after issue. What price will the Treasury bill be selling at?
d) What annual rate would the holder have earned if He had bought the Treasury bills when it was first issued and then resold it after 30 days?
6. You are provided with the information of 60-days Treasury bill of Rs.10,000 for different calculations. The bill is currently selling at Rs. 9,800. What is its discount yield? What is its bond equivalent yield? What is its yield to maturity? What will be the holding period return if the bill is sold for 4% equivalent yield after 40 days?
7. Calculate the holding period return for the following;
a) The investor buys a new 12 months T-bill at a discount rate of 7.5%. Sixty days later, the bill is sold at a price that results in a discount rate of 7%.
b) A large manufacturing organization acquired a T-bill in the secondary market 30 days from its maturity but is forced to sell the bill and 15 days later. At the time of purchase, the bill carried a discount rate of 8%, but it was sold at a discount rate of 7.5%.
8. Assume that 45% of Treasury bill auction was sold for Rs.998 per Rs.1,000 par value, 35% was sold for Rs.997, and the last 20% was sold for Rs. 996. What would be the weighted average price paid a non-competitive bid.
9. You have just purchased a four month, Rs.500,000 negotiable CD, which will pay a 5.5% annual interest rate.
a) If the market rate on the CD rises to 6%, what is the current market value?
b) If the market rate on the CD falls to 5.25%, what is its current market value?
10. 
a)	At a 14% federal funds rate, what would be the rupee interest on a three-day (week end) loan of Rs. 10 million in the federal funds market?
b)	If the overnight fed funds rate is quoted as 2.25%, what is the bond equivalent rate? Calculate the bond equivalent rate on fed funds if the quoted rate is 3.75%.
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