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The Valuation of Callable Bonds

Abstract
Callable bond indentures contain provisions that allow the issuing entity to retire the bond at a predetermined
price before the maturity of the bond.1 As such a callable bond is often viewed as a combination of an
otherwise identical but non-callable bond and an option to call that bond. The writer of the call option is the
holder of the bond, and the buyer of the call is the stockholder of the issuing corporation. Thus, the price of a
callable bond is the value of the straight bond less the value of the call provision.

Disciplines
Finance and Financial Management

This working paper is available at ScholarlyCommons: http://repository.upenn.edu/fnce_papers/1

http://repository.upenn.edu/fnce_papers/1?utm_source=repository.upenn.edu%2Ffnce_papers%2F1&utm_medium=PDF&utm_campaign=PDFCoverPages


See	discussions,	stats,	and	author	profiles	for	this	publication	at:	https://www.researchgate.net/publication/5071445

The	Valuation	of	Callable	Bonds

Article

Source:	RePEc

CITATIONS

2

READS

54

2	authors,	including:

Donald	B.	Keim

University	of	Pennsylvania

65	PUBLICATIONS			6,410	CITATIONS			

SEE	PROFILE

All	content	following	this	page	was	uploaded	by	Donald	B.	Keim	on	08	April	2015.

The	user	has	requested	enhancement	of	the	downloaded	file.

https://www.researchgate.net/publication/5071445_The_Valuation_of_Callable_Bonds?enrichId=rgreq-1a17649db2af0d8120a35f7cf9b66a94-XXX&enrichSource=Y292ZXJQYWdlOzUwNzE0NDU7QVM6MjE1OTI4Mzg3MTgyNTkyQDE0Mjg0OTI3NDcxNTY%3D&el=1_x_2&_esc=publicationCoverPdf
https://www.researchgate.net/publication/5071445_The_Valuation_of_Callable_Bonds?enrichId=rgreq-1a17649db2af0d8120a35f7cf9b66a94-XXX&enrichSource=Y292ZXJQYWdlOzUwNzE0NDU7QVM6MjE1OTI4Mzg3MTgyNTkyQDE0Mjg0OTI3NDcxNTY%3D&el=1_x_3&_esc=publicationCoverPdf
https://www.researchgate.net/?enrichId=rgreq-1a17649db2af0d8120a35f7cf9b66a94-XXX&enrichSource=Y292ZXJQYWdlOzUwNzE0NDU7QVM6MjE1OTI4Mzg3MTgyNTkyQDE0Mjg0OTI3NDcxNTY%3D&el=1_x_1&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Donald_Keim?enrichId=rgreq-1a17649db2af0d8120a35f7cf9b66a94-XXX&enrichSource=Y292ZXJQYWdlOzUwNzE0NDU7QVM6MjE1OTI4Mzg3MTgyNTkyQDE0Mjg0OTI3NDcxNTY%3D&el=1_x_4&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Donald_Keim?enrichId=rgreq-1a17649db2af0d8120a35f7cf9b66a94-XXX&enrichSource=Y292ZXJQYWdlOzUwNzE0NDU7QVM6MjE1OTI4Mzg3MTgyNTkyQDE0Mjg0OTI3NDcxNTY%3D&el=1_x_5&_esc=publicationCoverPdf
https://www.researchgate.net/institution/University_of_Pennsylvania?enrichId=rgreq-1a17649db2af0d8120a35f7cf9b66a94-XXX&enrichSource=Y292ZXJQYWdlOzUwNzE0NDU7QVM6MjE1OTI4Mzg3MTgyNTkyQDE0Mjg0OTI3NDcxNTY%3D&el=1_x_6&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Donald_Keim?enrichId=rgreq-1a17649db2af0d8120a35f7cf9b66a94-XXX&enrichSource=Y292ZXJQYWdlOzUwNzE0NDU7QVM6MjE1OTI4Mzg3MTgyNTkyQDE0Mjg0OTI3NDcxNTY%3D&el=1_x_7&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Donald_Keim?enrichId=rgreq-1a17649db2af0d8120a35f7cf9b66a94-XXX&enrichSource=Y292ZXJQYWdlOzUwNzE0NDU7QVM6MjE1OTI4Mzg3MTgyNTkyQDE0Mjg0OTI3NDcxNTY%3D&el=1_x_10&_esc=publicationCoverPdf












































































View publication statsView publication stats

https://www.researchgate.net/publication/5071445

	University of Pennsylvania
	ScholarlyCommons
	8-17-1988

	The Valuation of Callable Bonds
	Marshall E. Blume
	Donald B. Keim
	Recommended Citation

	The Valuation of Callable Bonds
	Abstract
	Disciplines


	tmp.1504623537.pdf.IQuTt

