Answer:
a. Duration of Assets (Da) = (50/500) x 0 + (200/500) x 1.25 + (250/500) x 7 = 4 years
Duration of Liabilities (D) = (300/450) x 1 + (150/450) x 5 = 2.333 years

D, —% D, =4-0.9x2.333 = 1.9 years

b. Change in equity:

AE =—(D, _L D,)- A-ﬂ =-1.9x500,000,000x 0.002 _ —$1.759 million
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C. AP =-D- P ﬁ =-6x102,000x 0.002=-$1224
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d. Np = A = 1.9x500,000,000 =1552contracts
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