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Q: Which of the following best describes the maximum price for a
currently callable bond?

CORRECT ANSWER:

(b) The present value of its par value

Simple concept question. Whenever the price of the callable bond increases
above the strike price embedded on the call option (i.e. normally related
interest rate will keep on decreasing based on the Yield Price relationship), it
will be optimal for the issuer to call back the callable bond (i.e. in order to save
the financing costs).

So theoretically, the price of a currently callable bond should never rise above
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