
Bits & Bytes

Pricing of Discounted Securities © Copyright ExecutiveKnowledge

1

© ExecutiveKnowledge Go to  Examinator.online for practice questions

Pricing of Discounted Securities

2

© ExecutiveKnowledge Go to  Examinator.online for practice questions

Future and present values – compound interest

T0 T1 T2 T3

$100 $106

x 1.06

$112.36

x 1.06

$119.10

x 1.06

÷ 1.06 ÷ 1.06 ÷ 1.06

Q4

n)r1(PVFV In general:

“Compounding”
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

“Discounting”

Say r = 6%,
n = 3
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Example

A 120-day banker’s acceptance has a face value of HK$100,000, 
with an annual interest rate of 9.00%.  What is the fair price?

P  =
100,000

1 + 0.09 x
120
365

=
100,000

1.029589

= HK$97,126.13
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