QOUESTION - 24

ABC Co. have taken a 6 month loan from their
foreign collaborators for US Dollars 2 millions.
Interest payable on maturity i1s at LIBOR plus
1.0%. Current 6-month LIBOR is 2‘3@.
Enquiries regarding exchange rates with their
bank elicit the following information:

Spot USD 1 X48.5275

6 months forward X 48.4575 O

(1) What would be their total commitment in
RuEees, if they enter into a forward contract?

(11) W1ll you advise them to do so? Explain giving
reasons.
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QOUESTION - 25

XYZ has taken a six-month loan from its foreign
collaborator for USD 2 millions. Interest 1s payable

on maturity @ LIBOR plus 1%. The following
information is available:

Spot Rate INR/USD 68.5275
6 months Forward rate INR/USD 68.4575
6 months LIBOR for UsD (2%,
6 months LIBOR for INR @

You are required to:

(1) Calculate Rupee requirements if forward cover is
e
taken.

(i1) Advise the company on the forward cover.

What will be your opinion if spot rate of INR/USD
1s 68.4275 ?

(Exam Jan-2021)
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EXAMPLE -61
Real Rate of Interest = 10%

Inflation Rate = 5%

Qinal Rate of Interest

(Page No. 12)
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EXAMPLE - 62
Real Rate of Interest = 8% p.a.

Inflation Rate = 6% p.a.
Nominal Rate =7
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EXAMPLE - 63

Nominal Rate of Interest = 15.5%
Inflation rate = 5%
Real Rate of Interest =7
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EXANPLE - 64
Suppose S R Q/ $ ?0
India USA In‘llq U g A
Real Rate 3% 3%
Inflation Rate 8% 5% [PPP] ﬁ
Nominal Rate 11.24% 8.15% [IRP] @

SR = 3/$ = 270 ﬂEAL 37

37.
Calculate: 1[\-Hq 8 7 . -r']Q (PPD

(1) FR as per Interest Rate Parity.

(i) FR as per Purchasing Power Parity. " 'I' 2 ? ./' 8' 'Sf ['1RF)
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