Bond Analyzer
The Bond Analyzer provides a view of the

bond’s sensitivity to market yields and allows £ |BondManager <616 @
separation and discounting of associated Bond Identifier Market Price
coupons. |Fard mMotar co - [04.17 |
Current Yield 7.200 %
Bond Identifier Yield To Maturity 6,995 %
] . Macaulay Duration 7.445
The first thing to note about the Bond Analyzel| iqterest Rate Sensitivity
vs. the Bond Definition Dialog is that you can’{| madified Duration 7.104
create a bond here. Given that the Bond Corwesity 67.024
Analyzer always picks the most recently used || Delta¥TH Yo -> 5495 %
bond in your database and displays informatic|| Irmputed Market Walue 116,196
for it rather than starting up with no entry in th'| -what-if ¥T™ Discount ———
Bond Identifier combo-box. 2 Cpnsfyr From 2 /8 /06 v
@ 7.500 % To 8 /15/16 -
Market Price Present Yalue Coupons 20,444
The market price edit box allows you to modifi| | Present Value Par SEuls
the current market price of the bond and watc ]
how it affects various derived information, suc

as current yield, yield-to-maturity, Macaulay
duration, etc. If, after modifying the market price, yoarade the symbol or close the
dialog, the modified price will be saved to the database

Current Yield

Current yield expresses the ratio of the coupon amouhetcurrent market value of the
bond.

Yield to Maturity

Yield to maturity is the interest rate that producesdinrent market value of the bond
when the par value and all of future coupons are discoantibat rate.

Macaulay Duration

Macaulay duration scales a coupon bond’s maturitygmtimber of years it would
mature in if it were a zero-coupon bond paying the compyigtd-to-maturity.
Obviously, the duration of a zero coupon bond is the nuwibgrars until its maturity.
The units are years / currency. Some sources showuldgaduration as a negative
qguantity. This is a misconception addressed in the Glpssdry for Macaulay duration.
In BondManager, Macaulay duration is always positive.

Interest Rate Sensitivity box

Modified duration and convexity are the ingredients requbegksess the bond’s market
price under varying yield conditions. While yield to matutéls you the yield for a

! If the save confirmation preference is enabled, Bontidar will first ask permission to store the
modified market price.



bond priced at a certain level, ‘What-if YTM’ allowswyto reverse the process,
specifying a yield and obtaining the bond value that it imputes

Modified Duration

Modified duration rescales Macaulay duration by the perigigild to show the response
that a change in interest rates will force in thedd® market value.

Convexity

Convexity is the degree of curvature in a bond’s pricedyselve. It makes a second
order contribution to the Imputed Market Price. Deta#sdiscussed in the Glossary.

Deltay TM

DeltaYTM is a user specified quantity which drives an eirpental value of the yield-
to-maturity, called the What-If YTM. The Delta¥YTM edobox will accept a floating
point value entered from the keypad, but it also has ptges from -5 to +5 in
increments of 0.5 preloaded, so you don’t need to resthretkeypad for most What-If
analyses.

What-1f YTM

What-If YTM is the unlabeled quantity to the right of & TM and the static label *->’.
What-If YTM is the sum of the current Yield to Maturéyd the DeltaYWM. What-If
YTM is used to compute the Imputed Market Value of the band,to compute the
present value of par value and a calendar range of cogipsiate the What-If YTM
Discount box).

Imputed M arket Value

The Imputed Market Value displays the market value obtre imputed by the
specified What-if YTM. Other contributing factors natlyanclude the bond’s par
value, maturity, coupons, and current price. The forrfarlanputed market value is:

2 C := convexity
E -— ﬂ +C ﬂ D := modified duration
P 1+y 1+y P := current market price
V :=imputed market value
y :=yield to maturity

AP
V = P(1+?) Ay = ‘What-if YTM' — y

What-If YTM Discount box

If you leave the From and To dates at their defaults,sdction merely breaks Imputed
Market Value into its first order components, with cdmttions from the present value of
the bond’s par value, and from the present value ofialté coupons. If convexity is
zero, the sum of these present value components wal dagl Imputed Market Value.
When convexity isn’'t zero, you can readily see just haxhminfluence convexity has on



the Imputed Market Value. The sum of the par’s presa&ioievand the coupons’ present
value will not equal the Imputed Market Value - the diffeee can be attributed to the
effect of convexity on bond value.

The Discount box also allows you to choose other FnoanTap dates, so you can assess
the present value of coupons from any pair of dates witleilbond’s inception and
maturity dates. One interesting possibility is to fovdiscount the coupons that have
already been paid. Note that coupons with payment deteselthe current time (as your
Pocket-PC knows it) contribute more than their fadaejanot less.

n CpngYr

This static string reminds you how many coupons per yedodhd pays, with replaced
by te actual number of coupons per year paid by the bond.

@ d.ddd %

This static string reminds you of the bond’s coupon r&bviously, ‘d.ddd’ will be
replaced by the appropriate numerical digits.

From Date

The From Date defaults to the current date, but hatichreage from the bond’s
inception date to the To Date.

To Date

The To Date defaults to the bond’s maturity date, bubhadid range from the To Date
to the bond’s maturity date.

Present Value Coupons

Present Value Coupons collects the present value cdaions within the specified date
range discounted at the What-if YTM rate. Note thatpbssible for coupons that have
already been paid to contribute to this sum. Bewatecthgpons that have already been
paid are ‘discounted’ at the complement of the WhatfiMyrate, i.e. they contribute
more than their face value, not less.

Present Value Par

Present Value Par is exactly analogous to Present Zalupons, except that it's
impossible for the par value to contribute more thaa fadue because its impossible to
set the From or To dates beyond the bond’s maturity. dat



