QUESTION -61
An Indian Exporter 1s to receive € 200000 after 1

month. The customer is requesting a total period
of 3 months. The Indian exporter is planning to
allow additional 2 months to the foreign party at
an interest of 6% p.a.

l month FR€1 =%56.70 — 57.20

3month FR€1=X57.80 — 58.45

The rate of interest is Indian deposit rate i1s 14%
p.a. for X deposit made for 2 months.

Advise the exporter as to whether he should
receive at the end of 1 month or at end of 3
month.
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EXAMPLE - 68
Payable = $ 3,00,000

Receivable = $ 2,00,000
Exchange Rate (3 months FR)
/9 = 10.50/71.73

Calculate cash flows at the bnd of 3" mont
oelN——

(1) Without Netting.
(11) With Netting.

(Page No. 14)

.



Cash Flows
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EXAMPLE - 69

Import from USA & $ 1,03,000 payable after
months.

Interest Rate
India = 15%/16%
USA = 12%/13%

SR X/$ =70
3 months FRX/$ =172

Which option is better

(1) Money market cover.

(11) Forward cover
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i 1 Moned Morket Cover
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EXAMPLE - 70

Export to USA & $ 1,06,000 receivable after 6
months

Interest Rate
India = 8%/10%
= 10%/12%

USA
s

6 months FRX/$ = 68/69
Which option is better

(1) Money market cover.

(i1) Forward cover.
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option 2. forwod Cwer

Cosh Taffas = $106000 %68 = I F 208000
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