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4. 5.4 properties of

convexity

* Property 1: As the required yield
increases(decreases),the convexity of a bond
decreases(increases).This property is referred to as
positive convexity.

* Property 2:For a given yield and maturity,the lower
the coupon,the greater the convexity of a bond.

* Property 3:For a given yield and modified
duration,the lower the coupon,the smaller the
convexity.
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