Assignment 2—MGM230—due March 7/03

1. A bank is offering a 10 year loan of $120,000 at 8% APR . Assuming fixed semi-annual payments, what is the payment on this loan? Develop an amortization schedule (and ensure the ending balance is zero).

2. Assume the bank (in Q1) offers to reduce the APR to 6% if you  make a 10% down payment. Is this a better deal?

3. Bond Inc issued a 12 year semiannual bond 2 years ago with a coupon that pays 9% and now sells for 120% of par. What is the yield to maturity? (Hint: either use a financial calculator or solve by trial and error)

