Chapter 10 Valuation anq Rates of Return
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Using Excel’s PV Function to Calculate a Bond Price

Excel’s PV function can calculate the price of a bond. In order to produce a positive
bond price, the coupon payment annuity amount is input as a negative value for the pmt
argument. The principal payment (—1000) is entered as the fv argument. The function
in cell D1 references the arguments in cells B1 to B4. The function in cell DS uses hard-
coded numerical values. In both cases, the bond values produced by the PV function are
identical to the calculator solution.
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Concept of Yield to Maturity
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