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salill il AS) L cend G Al ) Wleay LIS L) saleY
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Perpetuity Al Cladall — 1
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0.06

e aliail Alls 8 A Aaiall LI Aol gl L Badly
BN s i) 1Y Lgiad (i uSall ey 500
:Growing Perpetuity seill c¥ana il dailall ciladalt 2.4.6
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1 0.15 1.15 1
2 - 0.15 1.3225 1
3 0.15 1.5209 1
4 0.15 1.7490 1
5 0.15 20114 1

Years 1 -5 5
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D; = 1.5 ( 1.05) = 1.575,
D; =D, (1.05) = 1.6538
D;=D, (1.05) =1.7364 -
Ds=D, (1.05) =1.9101
Ds=Dy4 (1.1) =2.1011
R
1.575 1.6538 1.7364 1.7364(1.1)  1.7364(1.1)°
| | ] o | |
0 1 2 3 4 5
| 1 1.7364 1
PV = 1.575 ( ) + 1.6538 ( Y+ ( )
1.12 1.12 12-10 1.12
=1.4063 +1.2556 + 692124
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Sy Sl el dle 8 Biay Y Gand (Y (1) med (S 6
csaill Jana B
:(13) Jha

agadl r Ay agas crsale Bilaall JEA 8 agu) sae o i
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sr= +0.064
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0 Year(1) 1 Year(2) 2
| | |
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Bond B « 10% — $1,000
S (B) 2l 5 (A) i) (e JS Tl Bnl) (S5
1,000
PV, = =$925.93
1.08
1,000
PV = S $826.45
(1.10)
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tUS el g (B) sty (A) aiall sl Aol ci ela
$1,000

PV, =925.93 = . 1= 8%
1+ '
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It is important to emphasize that, although the forward rate

is known at date 0, the one - year spot rate beginning at date
1 is unknown ahead of time.
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