
Chapter 9 
BKM Essentials 6e 

Solutions 
 
 
9-35 Market Conversion Value = 40(22) = 880.00 
 
9-36 Conversion Premium = 950-40(19) = 190.00 
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9-44 Default premium for 1- Year Bond = .067-.063 = .004 
 
 Default premium for 5- Year Bond = .093-.088 = .005 
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9-67 
 

Nominal rate of return  = (1050.60 – 1030 + 52.53)/1030 
    = 73.13/1030 
    = 7.10% 

 
 
9-68 
 

Nominal rate of return  = (1050.60 – 1030 + 52.53)/1030 
    = 73.13/1030 
    = 7.10% 
 
Real rate of return = nominal rate of return – inflation rate 
   = 7.10% - 2% 
   = 5.10% 

 
 
9-72 
 

Implied forward rate  =  I 
(1.07) (1+I)  = (1.08)2

1+I = 1.166 / 1.07 
1+I = 1.090 
I = .090  
I = 9.0% 
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9-73 Price = (98 + 3/32) / 100 x 10000 = 9809.38 
 
9-74 Price = (102 + 12/32) / 100 x 1000 = 1023.75 
 
9-75 Accrued interest = (65/2) x (74/182) = 13.21 
 
9-76 Accrued interest = (74/1) x (60/365) = 12.16 
 
9-77 Accrued interest = (50/2) x (35/182) = 4.81 
 
9-78 Credit risk = 4.59 – 3.45 = 1.19% 
 
9-79 Yield = 3.24 + 4.33 = 7.57% 
 
9-80 Conversion value = 40 x 35 = 1,400 
 
9-81 Market conversion value = 37.50 x 30 = 1125 
 
9-82 Conversion premium = 1289.60 – (42 x 30) = 29.60 
 
9-83 Current yield = 48 / 989.4 = .0485 
 
9-85 HPR = (975-980+45) / 980 = 4.08% 
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