CONVEXITY

90. Calculate Convexity with respect to a coupon bond. Coupon Rate = 6%, Term = 5 years, Yield To Maturity = 7% (3.5% Semi-Annual) and Price = Rs.985.42.

APPLICATION OF CONVEXITY

91.  Determine the convexity of an 8% coupon bond with two years to maturity and a zero-coupon bond with 20 years to maturity. The yield-to-maturity on these bonds is 10% p.a. Find out the price change of the zero coupon bond, if the yield changes to 11% using:

(a) Using Duration Formula

(b) Using Convexity

© Actual Bond Price Formula 

