SUGGESTED SOLUTIONS TO DHW TEXTBOOK EXERCISES

Exercise 4.2

(a) Aj

L5 = Aso — 2B Aso = 0.07698 — (0.37254)(0.18931) = 0.006454453

| i P 0.05
(b) Assuming UDD, Ao = 5A40:%\ + ook = log(1.05)

0.36663 = 0.3816275

(0.12106 — (0.36663)(0.29028)) +

() 19Ass = 10Bs5 Ass = (0.61198)(0.09653) = 0.5907443
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