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An insurance company estimates that 40% of policyholders who have

only an auto policy will renew next year, and 60% of policyholders who
have only ahomeowner policy will renew next year. The company
estimates that 80% of policyholders who have both an auto and a

¢ W i
homeowner policy will renew at least one of those policies next year. EjJ,_1_L A4 03 kb N =]

BUFRRERD

Company records show that 65% of policyholders have an auto policy, ( Financial Markets and ...
50% of policyholders have a homeowner policy, and 15% of Trading Strategi.

policyholders have both an auto and a homeowner policy. Using the 2/
Valuation and Risk Mo...
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:: An investor has a short position in a 20-year, 5% coupon, U.S. Treasury bond (T-bond;
- of $100. Assume discounting occurs on a semiannual basis. Which of the following arn
pag =k (PVO1)?

Using a 30-year, 5% coupon, U.S. T-bond yielding 5% with a V01 of 0.1544 to hedge
4/ I I the following actions should the investor take?
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_ANRAELLA RS = 3 AL
E@ (N1 Eﬁén %mlﬁ (=] W‘J a. 0.1053. Buy $68.72 of the hedging instrument.
am p: S SA T b. 0.1061. Buy $68.72 of the hedging instrument.
BH, BEH, F%ES RAmE c. 01053, Buy $87.50 of the hedging instrument
ﬁﬂgo d. 0.1061 Buy $87.50 of the hedging instrument
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