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Fixed TIncome Securities

Concqpx

ThOSe securi{ies wWhose. income fs fixed ar 4ne Hme
0t fssue are caved fixed Income <ecyrities- fixed ncome.

securifies can be classifred into %uowm,q. +00 +>fpesaccmdmg,
0 tweir ife or majurtty. '

d
1- Shory term Pired Indgme securities [ money maskar fnsiruments)
2. Long toam fixed \ncome securities (Capital mastor Snstruments)

Examples of short {erm fixed \ncome securities:
1. Treasuvyy @M (T-Bi)
CommeYeial paper

Y

3. Cerpkicate 9F Depasit (D)
Y
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- Bonker's Accebtance (3A)
&gbufchase Agreement ( Repo)

+ Feqsuw D

~ Jesued “at dfscount and Qedeemed at par.

> Diccount Yield (0) [ Bank STccount Yidd (89Y) [ anke
Discount Rdte
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d Discount K. = FV-PP - P
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+ Bond Equivatent Yo (@€Y) [coupon Equv\enF WT‘
Annual Equivalent Y.etd

BEY = Face value - purchaser?m?-,{ 265
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> Maturity of - fu:
¥ 13 weeks —> 30 days
26 weeks —> 180 days
59 vieeks —> 260 du
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| (sating. poce of fnvesto)  (Purcnase price of \nvestor)
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_* Matartfy (3T a1y 5 ft tdfcates 4var Ave given T-oit @i

be a*uma on 1yt Novernkey 1931

* Doyeo ma Hod ) 9 3t mdmli;%ab remaining—
ags from fhe day of quotation 's
l’}o o.q;

Bid (551) 3 T 15 The annualized dfscount percentage.

At whith 4ne dealer ¥ wiuing +o purchase +4he

8(in T-bill 0N 4ne day of Saotation.
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Catcutation 0f Re- pﬁce o

__Subhose FV= Re-1000

WE have.
Ds BVAT .- 850
i A -
0-0683= 1000-P, 340
1000 ™ 170

.oPJ Re-9%3- 69 (Purchasin ice of dealer or )

\geu.ngr nite o,(' \nvegtoy  /

HSK(S 55) T4 75 ne annuatized dtscoun\- percentaqe

at whith the dealer s Wing 40 cen -W\e,o(wgrz_.
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____ Caltuation of Rek price.

Suppue FV:Red000

Y5 L1 N TR e

DR . LB e -
0.0555 = 1000-P . 340
4000 " 1%0

0Pz Re. 93- 49 [solingprice Of dealer or
\pr(m, ase fpre of tvestsr)

oo Deqlers g?md = Rs. Pn‘ce_ of Ak~ Rs- price of Bid
993.19 - 94369 '
Re. 010
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+ Chande (-0-03) » T4 fndicates 4ne d¥fference betukeen +ne glven
: J

bfd and proviout day's bid.
\ % o '

oo Provious days Bid=_ Given bid = Change

= 5.57 - (~0.03)"

- G.534+003 < 5.60

+ Ask Yield (5-9) > T (s e annualized vate of redurn 4o

be earned 4rdm 4he given T-bill OF 0We ¢yould

Purchate e diven i 0N Given ask price.

and howd it Uil maturity . Ff fe glso calied

Bond fuivalent Yed (BEYY
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Problem g.1 ‘
S(_)_l‘)
Given:

Facevalue = b\c- 160000

frce. - Rs-06,000

Days +o maturity = J80 days
8 - el 4

4. 1%0-days dfscount vale= Face value- Price
U -

Face value

= 100000- 86,000

100,000 =U%

b. Annual Discouny vate

n

Face Vale-~ fnce 340

Face \qlue. ™ 4

1

100,000-36,000 , 440

100000 " 1RO
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C. 1R0- do}{g \ied or pr\ “Face value - Prica

Price

s 100,000 - 36,000

94,000 =U-13%

d- Annua Equivalent Yied = Face Value- pricy 265
T P v

= 10080036000 ,, 265

95,000 " 1820

= 8US %

Problem 2.9

sqp

Given:

Face Value = v.(; 25,000

Madurity peziodit) = 91 dosts

Bank HYiccount yiord (D) = 6%

a. Biceof -hinz=7

I}-:. Face \ra\ue—pn‘c_e- " 3;0_

Face value.

- 0.06 = 25,000~ Price x_ 360

25,000 g1

Lo Price = Rs. 2U620.83
1




’—\QJL—K - Face vae - prica or TR B = s

3 Price R AR
= 05000 - 2U620.83

2462023
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¢ Bond QQut\m\en} yreld = Fa@ \alue-Pice . 365

Price T

25000- 2162083 , 365

24620.82 = 93
= 6.1 %
d. Effective annuai yied = ﬁ+um'\%%a
% gy - -
= [3+0-015¢] 2% -1
= 622% oL
Problem &2
sgp :
. ®id s an annuavized d fscount bercentaqe at Which the
_dealer‘ fs wiling. 4o burchase Y e ;\Wén ‘T-bin on_
Jhe day of gquotation whereas qek-Fc +ve Annualizad

diccourt bertenteqe Qt whith tWe dealer ts wiling.

40 el Jne given T-bill on 4he dd)\- % quo«tq'ﬁon. -
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b. e ¢hange 0

- 0:03 means tvie curneM days brice | hace

been declined v

0-03% N (dmparigion 03[-‘&>Yen’bm dm{s pi




¢ 5% 7. ts twe annuavized Yred.
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Q. Coupon Imievest rate = 9 3/& = 4.345 7‘. PR
Annual fnierest = mooxomﬁs = Rs-9345
semi-ammua) rnterest = T - 0345 ;
% 2. = Re-Ub-815

b. 'ﬂne teym-to- mar\unm the bond from February 2006
ic 10 Years . (9qig- 9008) s R

¢ AsK= (L0GYBOFT 7o 39 boinds= 1 N

Nno.

RS- price of Ask = (106+ 20\ oz ol face Value
' C 2

106-3345 % &f 1000

Rs:1069.231%

d- Dealer¢ S\I)Yead Rs: price of Ack - Rs- brice 03( g

n

1069:33% — 1068195
c Rs J0m '
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__Rs. price of

2id = [106 + 26\ %, 0

Face Value
\ - %2) \
106.310'5 o/,
= Re 1068199
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9. _fhe coubon %ate s 3% e wupon JeAieTe o v
__Hwice a'q qear (- semi- annua\g‘,

0
b- The pond matures fn 2090. 1200 bonds weré fraded on.
4ot c;\ayf |
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Closo._: 101 %

Ks pnce a§ close =

X .
101%& # o} face Value
101.35 v o] looo
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The Current yield is calculated as Ao\l0Ws:
J

e |
Current viotd =  \ndevest oo v i
close ovice Lo
= 1000X0:09 440 i
10315
= 385 % L

4. e nej change =Yg means WAL the C\ONQ price.

on_4vie oy ofauokahon fras been Aeclined by~

Yol 0:125%%) porontage OF Re 1000 s Combared

40 ?ﬁAﬂOU‘ old.us cloddna. brice.
g7

e. Previous pay's close brice = close price het chanqe
‘ J

= 1017°5 — (-0-125 3 1000)

- 10118 + t.95
. s R‘Q- 1018.-"’[5
20"5% fung: - o = “
50.\" 2N .
~ (A Q8 98)—> 1998
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Q. Inieves} on q?m Y= 1000X0:03%%o = Rs-22:5

b. Cloge = Jo1.5

N
Rs. price ok close = 1015 v, 3f face Value
. _ J01-5 vf 1000

.'—: RS- 1015

c. ‘The b_ond md-iurox fn 2998

Yraglice Yourself

2068 @-N-F
2065 R.849
92063 Q-NO-F
2062 8-Nv-+
. sg‘,

Q- _Annual Tnterest = 1000X 0-081256 = RS- 81-25

Gopal Jwlevest for o bonds = 10X 2495 = Re-812:G

b. Ghe bond malures in 2022

e 1he C(urvent wield %0 means Hhag anual Coupon amout-

of Qe 91.05 18 +he divicible o4 Close brice Rs 3030.
\ . J i




Cuvvent ‘el

¢ caleulated at Lowows:

Current Neoid = andevesk ~

close pvice
T 2l.26
103 ¥ ¢t 1000
= 3l-25
030
ey, 1

d. close = 102

= close brice = 10_3.'/.
; | B

)
1000 = Rs- 1030

e.

fhe net chut}\g{e 0 +"‘/a indicates that e Fod
closing brice Mas been tnreaned oy o (0-5 . +gin
‘e ?m{rmus do(sj. close Pﬁce. o







