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1.
Futures are available on 3-month T-bills with a contract size of $1 million. If you take a long position at 97.42 and later sell the contracts at 98.17, how much would the total net gain or loss be on this transaction?
2.
Springer Country Bank has assets totaling $80 million with a duration of 6 years, and liabilities totaling $60 million with a duration of 3 years. Bank management expects interest rates to fall from 9% to 8.25% shortly. A T-bond futures contract is available for hedging. Its duration is 7 years and is currently priced at 
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 How many contracts does Springer need to hedge against the expected rate change? Assume each contract is has a face value of $1,000,000.

3.
Laura, a bond portfolio manager, administers a $10 million portfolio. The portfolio currently has a duration of 8.5 years. Laura wants to shorten the duration to 6 years using T-bill futures. T-bill futures have a duration of 0.25 years and are trading at $975 (face value  $1,000). How is this accomplished?
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