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Understanding the price of a Treasury note, specifically the February 2003 Treasury note with semiannual
payments, requires a grasp of several fundamental concepts in bond valuation. Investors, financial analysts,
and students often seek to determine the current market price of such debt instruments based on their coupon
rates, maturity dates, and prevailing interest rates. This article aims to provide a comprehensive explanation
of how to calculate the price in dollars of the February 2003 Treasury note with semiannual payments if its
par value is known, and to explore the factors influencing its valuation.

What Is a Treasury Note?

Definition and Characteristics
A Treasury note (T-note) is a debt security issued by the U.S. Department of the Treasury with a fixed interest
rate and a maturity period typically ranging from 2 to 10 years. These notes pay interest semiannually and
return the principal amount (par value) at maturity. They are considered low-risk investments because they are
backed by the full faith and credit of the U.S. government.

Specifics of the February 2003 Treasury Note
The February 2003 Treasury note was issued with a specific maturity date in 2003, and its exact
parameters—such as coupon rate, issue date, and maturity date—are essential for valuation. For
illustration purposes, suppose the note matures on February 15, 2003, with a fixed par value of $1,000 and
a coupon rate determined at issuance.

Understanding Bond Pricing Fundamentals

The Concept of Present Value
The fundamental principle behind bond pricing is the present value (PV) of future cash flows. The value of a
bond today equals the sum of the present values of all future coupon payments and the face value repaid at
maturity.

Key Variables in Bond Pricing

Par Value (Face Value): The amount paid at maturity, typically $1,000.

Coupon Rate: The annual interest rate paid on the face value.

Coupon Payments: The interest paid periodically, usually semiannually.

Maturity Date: When the principal is repaid.



Market Interest Rate (Yield to Maturity): The prevailing rate of return required by investors in similar
bonds.

The bond's current price reflects the present value of all these cash flows discounted at the market interest
rate.

Calculating the Price of the February 2003 Treasury Note

Step 1: Gather Necessary Data
To compute the price, you need:
- The coupon rate (annualized)
- The par value (assumed to be $1,000)
- The number of remaining periods until maturity
- The market yield (yield to maturity, YTM)
- The payment frequency (semiannual)

Suppose, for example:
- Coupon rate: 3% annually
- Par value: $1,000
- Maturity date: February 15, 2003
- Current date: Assume February 15, 2002 for simplicity
- Market yield: 4% annually
- Payment frequency: Semiannual (twice per year)

This means:
- Each semiannual coupon: (3% / 2) $1,000 = $15
- Number of periods remaining: 1 year 2 = 2 periods

Step 2: Calculate Present Value of Coupon Payments
The present value of the two semiannual coupons is calculated as:

PV of coupons = C × [1 - (1 + r)^-n] / r

Where:
- C = semiannual coupon payment = $15
- r = semiannual market yield = 4% / 2 = 2% or 0.02
- n = number of periods = 2

PV of coupons = $15 × [1 - (1 + 0.02)^-2] / 0.02

Calculating:
(1 + 0.02)^-2 = 1.02^-2 ≈ 0.9606

PV of coupons = $15 × [1 - 0.9606] / 0.02 = $15 × 0.0394 / 0.02 = $15 × 1.97 ≈ $29.55

Step 3: Calculate Present Value of the Par Value
The present value of the face value, paid at the end of the period, is:

PV of face value = F / (1 + r)^n



Where:
- F = face value = $1,000
- r = 0.02
- n = 2

PV of face value = $1,000 / (1.02)^2 = $1,000 / 1.0404 ≈ $961.17

Step 4: Sum the Present Values to Find the Bond Price
Total price = PV of coupons + PV of face value

Total price ≈ $29.55 + $961.17 ≈ $990.72

Thus, the approximate current market price of the Treasury note, based on these assumptions, would be around
$990.72.

Factors Affecting the Price of the Treasury Note

Market Interest Rates
When market interest rates rise above the coupon rate, bond prices fall below par value, and vice versa. This
inverse relationship is core to bond valuation.

Time to Maturity
Longer remaining periods to maturity typically mean higher sensitivity to interest rate changes, leading to more
significant price fluctuations.

Coupon Rate and Par Value
The fixed coupon rate and par value set at issuance influence the baseline price and how market movements
affect it.

Credit Risk and Inflation Expectations
Although Treasury notes are considered low-risk, changes in inflation expectations or credit risk perceptions
can influence their market prices.

Conclusion: Determining the Price in Dollars of the February 2003
Treasury Note
In summary, calculating the price of the February 2003 Treasury note with semiannual payments involves
understanding its cash flows and discounting them at the prevailing market yield. If the market yield is known,
investors or analysts can accurately estimate its current market price. The example provided demonstrates the
typical calculation process, which can be adapted based on actual data such as the exact coupon rate,
market yield, and remaining time to maturity.

Ultimately, bond valuation is a vital tool for investors making informed decisions in the bond market. Whether
purchasing new issues or evaluating existing holdings, understanding how to determine the bond's price in
dollars allows for better risk management and investment strategy formulation.



Remember: The actual price of the February 2003 Treasury note at any given time would depend on real-time
market interest rates and specific bond parameters at that moment. Always consult current market data and
financial advisors for precise valuations.

Frequently Asked Questions

What was the price in dollars of the February 2003 Treasury Note with
semiannual payments at par value?

The price of the February 2003 Treasury Note with semiannual payments at par value was typically equal to
its face value, which is $1,000, assuming it was purchased at par.

How is the price of a Treasury Note with semiannual payments determined if
it is issued at par value?

If issued at par value, the price of the Treasury Note is equal to its face value, which is usually $1,000,
regardless of its maturity date.

Did the price of the February 2003 Treasury Note fluctuate from its par
value during its term?

Yes, after issuance, the market price could have fluctuated based on interest rates, but at issuance, it was
typically issued at its par value of $1,000.

What factors influence the market price of the February 2003 Treasury
Note after issuance?

Factors include current interest rates, inflation expectations, credit risk perceptions, and overall market
demand for government securities.

If the February 2003 Treasury Note with semiannual payments is sold before
maturity, how is its price determined?

Its market price is determined by the present value of its future cash flows (semiannual coupon payments and
face value), discounted at prevailing market interest rates.

What is the significance of semiannual payments for the valuation of the
February 2003 Treasury Note?

Semiannual payments mean the coupon interest is paid twice a year, affecting the timing of cash flows used in
calculating the note’s present value and market price.

How does the par value relate to the current market price of the February
2003 Treasury Note?

The par value ($1,000) is the face value and typically the initial issue price; market price can be above or
below par depending on interest rates and market conditions.



Was the price of the February 2003 Treasury Note with semiannual
payments expected to be exactly $1,000 at issuance?

Yes, at issuance, the Treasury Note was generally issued at its par value of $1,000, but subsequent trading
prices could vary based on market factors.

Additional Resources
What Is The Price In Dollars Of The February 2003 Treasury Note With Semiannual Payment If Its Par Value?

Understanding the price of a Treasury note involves delving into the fundamentals of bond valuation, interest
rates, and the specific features of the security in question. The February 2003 Treasury note, with its
semiannual coupon payments and a face (par) value, represents a typical fixed-income investment issued by the
U.S. government. But what exactly determines its market price? How do investors and analysts calculate its
current value based on prevailing interest rates? In this article, we explore these questions in detail, providing
a comprehensive overview of how to determine the price of this specific Treasury note.

---

Introduction to Treasury Notes and Their Valuation

Treasury notes (T-notes) are debt securities issued by the U.S. Department of the Treasury to finance
government spending. These notes typically have maturities ranging from two to ten years, making them a middle
ground between shorter-term Treasury bills and longer-term bonds.

Key features of Treasury notes:

- Par Value: Usually $1,000, which is the amount paid back at maturity.
- Coupon Rate: The fixed interest rate paid periodically (semiannual or annual).
- Semiannual Payments: Interest is paid twice a year.
- Maturity Date: The date when the note matures and the principal is repaid.
- Market Price: The current trading value, which may differ from par depending on market conditions.

Understanding how to determine the current market price requires knowledge of present value concepts in
finance, where future cash flows are discounted back to present terms based on prevailing interest rates.

---

Factors Influencing the Price of the February 2003 Treasury Note

The market price of a Treasury note like the February 2003 issue hinges on several key factors:

1. Coupon Rate and Payments
- The fixed interest payments the note offers semiannually.
2. Time to Maturity
- How many months or years remain until February 2003.
3. Market Interest Rates (Yield)
- The current yield environment, which influences whether the note trades at a premium or discount.
4. Credit Quality
- U.S. Treasury securities are considered risk-free, but market conditions still affect prices.
5. Inflation Expectations
- Anticipated inflation impacts real yields and prices.

For our analysis, the most critical elements are the coupon rate, the time remaining until maturity (maturity
date), and the prevailing market interest rates at the time of valuation.

---



Determining the Price of the Treasury Note: The Valuation Process

To find the current price of the February 2003 Treasury note, one must understand the bond valuation
formula, which sums the present value of all future cash flows—coupon payments and the face value
repayment—discounted at the prevailing market yield for similar securities.

Basic formula:

\[ \text{Price} = \sum_{t=1}^{n} \frac{C}{(1 + r/2)^t} + \frac{F}{(1 + r/2)^n} \]

Where:
- \( C \) = semiannual coupon payment
- \( F \) = face value (par value, typically $1,000)
- \( r \) = annual market yield (expressed as a decimal)
- \( n \) = total number of semiannual periods remaining
- \( t \) = each semiannual period

Steps to calculate:

1. Identify the semiannual coupon payment:

\[ C = \text{Coupon Rate} \times \text{Par Value} / 2 \]

2. Determine the number of periods remaining (\( n \)):

- Calculate how many semiannual periods until February 2003.
- For example, if today is October 2023, the note's maturity date was in February 2003, which is in the past,
so the note is matured and no longer trading at that point. But assuming a hypothetical scenario or if the note
was issued in February 2003 and we're analyzing its initial price, the time to maturity would be based on the
issuance date.

3. Estimate the current market yield (\( r \)):

- This is often derived from comparable securities or current yield curves.

4. Calculate the present value of all coupon payments and the principal:

- Discount each cash flow back to present value using the yield.

---

Hypothetical Example: Calculating the Price

Suppose the following for the February 2003 Treasury note:

- Coupon Rate: 3% annually
- Par Value: $1,000
- Time to Maturity: 2 years (4 semiannual periods)
- Market Yield for similar securities: 2.5% annually

Step 1: Calculate semiannual coupon payment

\[ C = 0.03 \times 1000 / 2 = 15 \text{ dollars} \]

Step 2: Number of periods

\[ n = 4 \]

Step 3: Discount rate per period



\[ r_{semiannual} = 0.025 / 2 = 0.0125 \text{ or } 1.25\% \]

Step 4: Present value of coupons

\[
PV_{coupons} = 15 \times \left( \frac{1 - (1 + r_{semiannual})^{-n}}{r_{semiannual}} \right)
\]

\[
PV_{coupons} = 15 \times \left( \frac{1 - (1 + 0.0125)^{-4}}{0.0125} \right)
\]

Calculating:

\[
(1 + 0.0125)^{4} \approx 1.051
\]

\[
(1 + 0.0125)^{-4} \approx 1 / 1.051 \approx 0.951
\]

\[
PV_{coupons} = 15 \times \left( \frac{1 - 0.951}{0.0125} \right) = 15 \times \left( \frac{0.049}{0.0125}
\right) = 15 \times 3.92 \approx 58.8
\]

Step 5: Present value of face value

\[
PV_{F} = \frac{1000}{(1 + 0.0125)^4} \approx 1000 / 1.051 \approx 951.5
\]

Step 6: Total price

\[
\text{Price} = PV_{coupons} + PV_{F} \approx 58.8 + 951.5 = 1010.3
\]

Thus, the approximate market price would be $1,010.30, slightly above face value, indicating a premium due to
lower market yields compared to the coupon rate.

---

Interpreting the Result: Premiums, Discounts, and Market Conditions

- Price above par: When the bond’s coupon rate exceeds current market yields, the bond trades at a premium
because it offers higher interest income than new issues.
- Price below par: Conversely, if market yields are higher than the coupon rate, the bond trades at a discount.
- At par: When market yields equal the coupon rate, the bond’s price is at face value.

In our hypothetical, the note’s price exceeds par, reflecting favorable market conditions or lower prevailing
yields.

---

Historical Context and Practical Considerations

Analyzing the actual price of the February 2003 Treasury note requires historical market data, including the



prevailing interest rates, inflation expectations, and economic conditions at that time. Since the note matured
in February 2003, its initial issuance and subsequent trading would be influenced by macroeconomic factors of
the early 2000s, such as the aftermath of the dot-com bubble burst and Federal Reserve monetary policy.

Investors today or analysts estimating its value would need:

- Exact issue date and maturity date.
- Coupon rate at issuance.
- Current market yield curves for similar maturities.
- Any accrued interest if trading between coupons.

---

Conclusion: The Complex Art of Bond Pricing

Determining the price of the February 2003 Treasury note with semiannual payments is an exercise in
understanding the interplay between fixed cash flows, market interest rates, and time. While formulas provide a
structured approach, real-world valuation involves considering market conditions, investor sentiment, and
macroeconomic factors.

For individual investors or financial professionals, mastering bond valuation is crucial for making informed
investment decisions, managing portfolios, or assessing the value of existing securities. Whether assessing a
newly issued Treasury note or analyzing a matured security, understanding how to calculate its price remains
a fundamental skill in finance.

In summary, the precise dollar amount of the February 2003 Treasury note at any given time hinges on current
market yields relative to its coupon rate, time to maturity, and prevailing economic conditions. By applying
present value formulas and market data, investors can accurately estimate the current market price—an
essential step in making sound investment choices in the fixed-income landscape.
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