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Abstract: Callable bond can be decomposed into bond and bond's call option, puttable bond

can be decomposed into bond and bond and bond's put option. We use BDT model to price the
callable bond and puttable bond issued by Chinese Development Bank form 2001 and find that the

market price of callable is reasonable by puttable bond is badly undervalued.
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2002-6-16 2002-10-26  2002-12-10 2003-3-31 2003-7-29  2003-7-29
114.8431488 1263034848  128.9003379  113.272937 119.0500585  119.0500585
4
1452450343 2022579172  20.65483421  16.8975190 17.4705789  17.4705789
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100.3185554  106.0776931  108.2455037  96.3754183 1015794796  101.5794796
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2001-12-21  2002-5-9 2003-8-28 2003-9-4 2004-2-25
110.1222633  131.7423443 1114056964  141.5623617  114.3534045
12.649085 2281393436  12.03362042  27.20570277  14.77450422
122.7713483 1545562787  123.4393168  168.7680644  129.1279087
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