
EXAM FM QUESTIONS OF THE WEEK
S. Broverman, 2006

Week of April 10/06

Liabilities of $10,000 each are due in 2 years and 4 years, and liabilities of $20,000 each are due
in 5 years and 8 years. Assets of amount  $A at due in 1 year and $B due in 7 years have the
same present value and Macaulay duration as the liabilities. Find A and B. Interest is at an
annual effective rate of 10%.

The solution can be found below.



Week of April 10/06 - Solution
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Subtracting the first equation from the second results in
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