
1. A company must pay a benefit of 1400 to a customer in two years. To provide for the benefit, the company will
buy one-year and three-year zero-coupon bonds. The one-year and three-year spot rates are 4% and 5% 
respectively. The company wants to fully immunize itself from changes in market rate, which is currently at 10%.
What amount should it invest in the one-year bonds? [9.i-n #05] 
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2. A company has a liability of36,000 in 3 years. The company plans to fully immunize this liability using a

combination of2-year zero-coupon bonds and 5-year zero-coupon bonds. 

Assuming an annual effective interest rate of 4%, find the par value of the 2-year zero-coupon bond. [09i_ A5]

� 23,077 B) 22,154 C) 22,615 D) 23,538 E) 24,000
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