QUESTION - 63 f
An exeorter 1S alUK basedl company. Invoice

amount is $3, 50i000 Credit period is three

months. Exchange rates in London are :
Spot Rate ($/£) 1.5865 - 1 5905
3-month Forward Rate ($@ 1.6100 — 1. 6 140

Rates of interest in Money Market:

i o
Deposit| Loan

$ 1% 9%

% 5% 8%

Compute and show how a money market hedge
can be put 1n place. Compare and contrast the
outcome with a forward contract.
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QUESTION - 64

ABC Ltd. has specilalty computer

equipment worth US $ 2.50.000 from & company
in US. The amount due for the imports is payable

after 3 months, the treasury manager of ABC Ltd.
has collected the following market quotes:

Exchange rates: _
Spot X /$ 47.15 @

Forward 3 months swa
Interest rates (p.a,): ﬂT.;D
Dollar (3 months\6%9)/ 6.50%.

2.- Rupee (38 months) 10.00%

R ‘ The supplier of the equipment has offered a

xqug 0 discount of $5,000 if the payable is settled at the
=

 —— . .
current date. The manager 1s reviewing the

;s-o 2‘1 b follgwing alternative tc
: B oz? s— ‘J/.A Cover through @

Cover through money e

__ﬂ.

Ag payable:




(c) Avail the cash discoun

taking a bridge loan a 3. from a
Financial Institution.

You are required to suggest the best alternative

to settle the payable.

= 11588570
K1-0224~
= J18999%.
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~‘/ﬁ?UlE:STION 62
Columbus Surgicals Inc. is based ir@ has
recently imported surgical raw materials from
the UK and has been invoiced for £ 480,000,
. e
payable in 3 months. It has also exported
surgical goods to India and France.

The Indian customer has been invoiced for £

138,000, payable in 3 months, and the French
e

customer has been invoiced for € 590,000,
. o
payable in 4 months.

Current spot and forward rates are as follows:

Spot: é/ \$ 0.9830 - 0.9850
Three months forward: - =O=9520=0"90%S5
US$ jé! g

Spot: 1.8890 - 1.8920
Four months forward: 1.9510-1.9540




Current money market rates are as follows:

UK. — 12.0% p.a.
France:

USA: W ~

You as Treasury Manager are required to show
how the company_cam Mjgedge 1its foreign
exchange exposure using Forward markets and
Mon hedge and suggest which the

best hedging technique is.
gStudz Material & PM)
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QUESTION - ¢

An Indian &aporting firm, Rohit and Bros..

would be covering itself against a likely
depreciation of pound sterling. The following

data 1s given:
: \N&500,000

Recgm' ables of Rohit and Bros
‘/gpot rate

Payment date : 3-months
el

3 months interest rate

cent per annum

@ cent per annum
C{Rat should the exparter do"
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QOUESTION - 83

XYZ Ltd. hanuds to the extent off US$ 8

Million. The payment terms are as under;

T .
\A. 1% discount if full amount is pair
———

g) 60 daxs interest free credit. However, in case ‘ :

e

5 £\ %gm )

60 457 9o

further delay up to 30 days, interest at the rate

L ——
o.a. will be charged for additional/days after 60
,days. M/s td. has Lakh availablg and for
-days. Mz XL

remaining 1t has an offer from bank for a loan up to
L
90 days @ 9.0% p.a.

The quotes for foreign exchange are as follo

WS:
Spot Rate INR/ US$ (buying) X66.98

60 days Forward Rate INR/ US$ (buying) <X67.16

- days Forward Rate INR/ US$ (buying) <X68.03

0

Advise which one of the following options would be
better for XYZ Litd.

(1) Pay immediately after utilizing cash available and for

balance amount take 90 daxs loan from bank.

(11) Pay the supplier on 60th day and avail bank’s loan
(after utilizing cash) for 30 aa}fs.

i



