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Sample Interest Rate Questions

1. Calculate the present value of a dollar if 

a. interest rates over the next year are 12 percent?  
b. interest rates over the next year are 22 percent? 
2. Given the information below answer questions a through e. 

Par value = $1000 

Years until the bond matures = 5

Interest rate = 9 percent

Current price = $1075

a. calculate the simple interest amount    
b. calculate the current yield      
c. calculate the compound interest on this bond     
d. is the bond selling for a discount or premium        
3.  Given the information below answer questions a through e. 

Par value = $1000 

Years until the bond matures = 10

Interest rate = 7 percent

Current price = $1200

a. calculate the simple interest amount    
b. calculate the current yield      
c. calculate the compound interest on this bond     
d. is the bond selling for a discount or a premium    
4. What would be the price of the bond if the 

Par value = $1000                                                 
Years until the bond matures = 3

Coupon Rate = 6 percent

Current interest rate = 3.2 percent

5. What would be the price of the bond if the 

Par value = $1000    


      
Years until the bond matures = 8

Coupon Rate = 5 percent

Current interest rate = 4 percent     
6. When the current interest rate is lower than the coupon rate (the interest rate specified on the bond), the bond will sell for a 

7. When the current interest rate is higher than the coupon rate (the interest rate specified on the bond), the bond will sell for a 
8. A zero coupon bond always sells for a.

9. Calculate the simple interest on the following investments. Assume the par value on the bond is $1000

a. 10 year bond, with a 5 percent coupon rate          
b. 20 year bond with a 7 percent coupon rate
   
c. 5 year bond with a 4 percent coupon rate       
10. Calculate the compound interest on the following investments. Assume the par value on the bond is $1000

a. 10 year bond, with a 5 percent coupon rate       
b. 20 year bond with a 7 percent coupon rate  
c. 5 year bond with a 4 percent coupon rate    
11. Calculate the current yield on the following investments. Assume the par value on the bond is $1000

a. the current price of the bond is $950, with a 6 percent coupon rate, and 8 years till maturity           
b. a. the current price of the bond is $1050, with a 9 percent coupon rate, and 4 years till maturity           
