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Maturity 
(years) 

Zero Rate 
(% cont comp) 

0.5 4.5 

1.0 4.8 

1.5 5.4 

2.0 5.7 
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Bond Time to Annual Bond Cash

Principal Maturity Coupon Price

(dollars) (years) (dollars) (dollars)

100 0.25 0 97.5

100 0.50 0 94.9

100 1.00 0 90.0

100 1.50 8 96.0

100 2.00 12 101.6
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Zero Rate for Forward Rate
an n -year Investment for n th Year

Year (n ) (% per annum) (% per annum)

1 3.0
2 4.0 5.0
3 4.6 5.8
4 5.0 6.2
5 5.3 6.5
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