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QUESTIONS AND SOLUTIONS TO PROBLEMS AND QUESTIONS

1. Explain the differences between forward and futures contracts.

Both futures and forward contracts are agreements to buy (or sell) commodities or assets at future dates.  Futures contracts, though, are marketable contracts, traded on organized futures exchanges that provide marketability by standardizing contracts, establishing trading rules, and providing for clearinghouses for guaranteeing and intermediating contracts.  Most futures contracts are closed prior to expiration and have both an initial and maintenance margin requirement.  Forward contracts, in contrast, are less standard and more tailor-made, are usually held to delivery, and may not require margins.

2. Define and explain the functions provided by futures exchanges. 

Futures exchanges standardize contracts, thereby making the contracts more marketable; they establish rules for delivery and set price and position limits, which ensures an orderly market; they provide a continuous market by allowing trading by locals; and they provide a clearinghouse to guarantee and intermediate contracts.
3. Explain why the price on an expiring futures contract must be equal or approximately equal to the spot price on the contract's underlying asset.

Arbitrage ensures that the price on an expiring futures contract (fT) will be equal or approximately equal to the spot price on the contract's underlying asset (ST).  If fT > ST, arbitrageurs could profit by going short in the futures contract and long in the spot market: buy the asset on the spot market at ST, then sell it on the futures contract at fT to earn a profit of fT-ST.  As arbitrageurs go short in the futures contract, they will push the futures price towards ST.  In contrast, if fT < ST, arbitrageurs could profit by going long in the futures contract and short in the spot market: buy the asset on the futures contract at fT, then sell it in the spot market at ST to earn a profit of ST-fT.  In this case, arbitrageurs, by going long in the futures contract, will push the futures price up towards ST.

4. What is the major economic justification of the futures market? 

While the futures markets provide opportunities for speculators to profit, the primary use of the market is to provide various economic entities with a tool for hedging their future cash flow or asset/liability positions against price changes.  Thus, the economic justification for such markets is in providing insurance.

5. Define price limits and explain why they are used by the exchanges.

Price limits specify the maximum and minimum prices at which a contract can trade during a day.  The purpose of the limits is to stop margin accounts from losing their values too quickly.

6. Calculate the actual futures prices and implied futures YTM for the following three T-bill futures contracts:

	T-bill Futures Contract
	IMM Index

	March

June

September
	93.764

93.3092

91.8607


Given the IMM index or discount yield (RD = 100 - IMM Index) the actual futures price on a T-bill futures contract is found using the formula: 
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Given the futures price f0, the implied YTM is found using a face value of $1M and a maturity of 91 days:
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The futures prices and implied yields on the March, June, and September contracts are shown in the table:

	(1)

Contract
	(2)

IMM

Index
	(3)

f0
	(4)

Implied

YTM

	     March

     June

     September
	93.764

93.3092

91.8607
	$984,410

983,273

979,652
	.065

.07

.086


7. Suppose you took a short position in a June Eurodollar futures at RD = 5.5%. Determine the futures settlement prices and your position’s profits and losses given the following LIBOR at the June futures’ expiration: 4.75%, 5.00%, 5.25%, 5.5%, 5.75%, 6%, and 6.25%. Determine your profits and losses if you had taken a long position in the June contract at RD = 5.5%.

At RD = 5.5%, the price on the futures is $986,250:
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The settlement price per $100 face value is ST = fT = 100 - LIBOR(.25); the settlement price per $1M face value is [(100-LIBOR(.25))/100])$1M.

The profits and losses on short and long position at expiration are:
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8. Suppose you took a long position in a September T-bill futures priced at IMM index 95.5. What would be your profit or loss on the position if the price of a spot 91-day T-bill were trading at YTM of 5% (Actual/365day-count convention) at the September expiration?
At index of 95.5, the price on the futures is $988,750:

[image: image6.wmf]750

,

988

$

000

,

000

,

1

$

100

)

360

/

90

(

5

.

4

100

f

0

=

-

=


[image: image7.wmf]910

,

987

$

)

05

.

1

(

000

,

000

,

1

$

S

365

/

91

T

=

=

At YTM of 5%, the price on spot T-bill is $987,910:

At expiration, the futures holder could buy the bill on the futures contract at $988,750 and then sell it on the spot market for $987,910 for a loss of $840.  Alternatively, the futures holders could close her position at expiration by going short in an expiring contract with a futures price equal to the spot price of $987,910.  By closing, the futures holder would owe the clearinghouse $840.

9. Suppose you were long in a June T-bond futures contract at 92-16.  What would you have to pay at the futures expiration for a delivered T-bond if the bond’s conversion factor was 1.2 and the accrued interest on the deliverable bond were $1.50 per $100 face value? 


Cost = (Quoted futures price)(CF) + Accrued Interest 

      Cost = (92.5)(1.2) + 1.50 = 112.50 per $100 face value

10. Suppose you were short in a September T-bond futures contract at 93-16.  What would your profit or loss be at the September expiration if the cheapest deliverable bond you could purchase in the market were a 15-year, 7% T-bond trading at 115 (clean price) that had accrued interest of $2 and a conversion factor of 1.25. 


Revenue from futures = (Quoted futures price)(CF) + Accrued Interest

                                          =  (93.5)(1.25) + 2 = 118.875 per $100 face value

Cost of deliverable bond: Full price = clean price + Accrued Interest = 115 + 2 = 117

Profit = 118.875 – 117 = 1.875 per $100 face value

11. Define a forward rate agreement (FRA). Provide your own example of an FRA.

A forward rate agreement is a contract that requires a cash payment or provides a cash receipt based on the difference between a realized spot rate such as the LIBOR and a pre-specified rate.  For example, the contract could be based on a specified rate of Rk = 6% (annual) and the three-month LIBOR (annual) in five months and a notional principal of $10M.  In five months the payoff would be
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If the LIBOR at the end of five month exceeds the specified rate of 6%, the buyer of the FRA (or long position holder) receives the payoff from the seller; if the LIBOR is less than 6%, the seller (or short position holder) receives the payoff from the buyer.  

12. Given a FRA with the following terms:

·   Notional Principal = $20M

· Reference Rate = LIBOR

· Contract Rate = Rk = .05 (annual)

· Time period = 90 days

· Day-count convention = Actual/365

Show in a table the payments and receipts for long and short positions on the FRA given
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possible spot LIBORs at the FRA’s expiration of 4%, 4.5%, 5%, 5.5%, and 6%.

13. Explain the similarities and differences between an FRA tied to the LIBOR and a Eurodollar futures contract.

Different from financial futures, FRAs are contracts between two parties and therefore are subject to the credit risk of either party defaulting.  This is not the case with futures contracts where the clearinghouse and marked to market rules effectively eliminate credit risk.  The customized FRAs are also less liquid than standardized futures contracts. The banks that write FRA often takes a position in the futures market to hedge their position or a long and short position in spot money market securities to lock in a forward rate. As a result, in writing the FRA, the specified rate Rk is often set equal to the rate implied on a futures contract or the implied forward rate. 

14. Explain how the clearinghouse would record the futures trades in a-d.  Include the clearinghouse's payments and receipts needed to close each position.

a. Mr. A buys a September T-bond futures contract from Ms. B for $95,000 on June 20.
b. Mr. D buys a September T-bond futures contract from Mr. E for $94,500 on June 25.
c. Ms. B buys a September T-bond futures from Mr. D for $94,250 on June 28.
d. Mr. E buys a September T-bond futures from Mr. A for $96,000 on July 3.
	
	Date
	Clearinghouse Record

	1.

2.

3.

4.

5.

6.

7.

8.
	June 20

June 20

June 25

June 25

June 28

June 28

July 3

July 3
	Mr. A agrees to buy September T-bond futures from the clearinghouse at $95,000.

Ms. B agrees to sell September T-bond futures to the clearinghouse for $95,000.

Mr. D agrees to buy September T-bond futures from the clearinghouse at $94,500.

Mr. E agrees to sell September T-bond futures to the clearinghouse for $94,500.

Mr. B agrees to buy September T-bond futures from the clearinghouse for 94,250.

Mr. D agrees to sell September T-bond futures to the clearinghouse for $94,250.

Mr. E agrees to buy September T-bond futures from the clearinghouse at $96,000.

Mr. A agrees to sell September T-bond futures to the clearinghouse for $96,000.




	Offset
	Action
	CH Receipt

	   Entry 5 cancels Entry 2

   Entry 6 cancels Entry 3

   Entry 7 cancels Entry 4

   Entry 8 cancels Entry 1
	  CH pays Ms. B $750

  Mr. D pays CH $250

  Mr. E pays Ch $1,500

  CH pays Mr. A $1,000
	-$750

  $250

  $1,500

-$1,000
  0.00


15. Suppose on March 1 you take a long position in a June T-bill futures contract at RD = 5%.

a. How much cash or risk-free securities would you have to deposit to satisfy an initial

margin requirement of 5%?

b. Calculate the values of your equity account on the following days, given the following

discount yields:






3/2

5.1%






3/3

5.2%






3/4

5.0%






3/5

4.8%






3/8

4.7%






3/9

5.0%

c. If the maintenance margin requirement specifies keeping the value of the equity account equal to 100% of the initial margin requirement each day, how much cash would you need to deposit in your commodity account each day?
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a. Initial margin requirement:


Initial Margin = M0 = (.05)($987,500) = $49,375.


b. and c.
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1-Mar 5 987500 49375 49375 0 0 49375

2-Mar 5.1 987250 49375 49125 250 250 49375

3-Mar 5.2 987000 49375 48875 250 500 49375

4-Mar 5 987500 49375 49375 0 500 49875

5-Mar 4.8 988000 49375 49875 0 500 50375

8-Mar 4.7 988250 49375 50125 0 500 50625

9-Mar 5 987500 49375 49375 0 500 49875


16. Ms. Hunter is a money market manager. In July, she anticipates needing cash in September that she plans to obtain by selling ten $1M-face value T-bills she currently holds. At the time of the anticipated September sale, the T-bills will have a maturity of 91 days. Suppose there is a September T-bill futures contract trading a discount yield of RD = 6%.

a. If Ms. Hunter is fearful that short-term interest rate could increase, how could she lock in the selling price on her T-bills?

b. Show in a table Ms. Hunter's net revenue at the futures' expiration date from closing the futures position and selling her 10 T-bills at possible discount yields of 5%, 6%, and 7%. Assume no quality, quantity, or timing risk.

a. Ms. Hunter needs to go short in 10 September T-bill futures contracts at f0 = $985,000.
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b. At Delivery, Ms. Hunter closes the futures contracts at fT = ST and sells the ten T-bills on the spot market at ST. Her hedged revenue is $9.85M regardless of rates.
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17. Suppose Ms. Hunter anticipates a cash inflow of $9.875M in September that she plans to invest in ten $1M-face value T-bills with a maturity of 91 days. Suppose there is a September T-bill futures contract trading at a discount yield of RD = 5%.

a. If Ms. Hunter is fearful that short-term interest rate could decrease, how could she lock in the purchase price on her T-bills?

b. Show in a table Ms. Hunter's net costs at the futures' expiration date from closing the futures position and buying her 10 T-bills at possible discount yields of 4%, 5%, and 6%. Assume no quality, quantity, or timing risk.

 a. Ms. Hunter needs to go long in 10 September T-bill futures contracts at f0 =  $987,500.
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b. At delivery, Ms. Hunter closes the futures contracts at fT = ST and buys ten T-bills on the spot market at ST. Her hedged cost is $9.875M
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18. Cagle Manufacturing forecast a cash inflow of $10M in two months that it is considering investing in a Sun National Bank CD for 90 days.  Sun National Bank’s jumbo CD pays a rate equal to the LIBOR.  Currently such rates are yielding 5.5% (annual rate with an Actual/365 day-count convention). Cagle is concerned that short-term interest rates could decrease in the next two months and would like to lock in a rate now.  As an alternative to hedging its investment with Eurodollar futures, Sun National suggests that Cagle hedge with a Forward Rate Agreement (FRA). 
a. Define the terms of the FRA that would effectively hedge Cagle’s futures CD investment.  
b. Show in a table the payoffs that Cagle and Sun National would pay or receive at the maturity of the FRA given the following LIBORs:  5%, 5.25%, 5.5%, 5.75%, and 6%. 
c. Show in a table Cagle’s cash flows from investing the $10M cash inflow plus or minus the FRA receipts or payments at possible LIBORs of 5%, 5.25%, 5%, 5.75%, and 6%. What is the hedged rate of return Cagle would earn from its $10M investment?  

a. FRA Terms:

· FRA would mature in two months (T) and would be written on a 90-day (three-month) LIBOR (T x (T+M) = 2 x 5 agreement; 

· NP = $10M;

· Contract rate = Rk = 5.5%; 

· Day count convention = 90/365;

· Cagle would take the short position on the FRA, receiving the payoff from Sun National if the LIBOR were less than Rk = 5.5%; 

· Sun National would take the long position on the FRA, receiving the payoff from Cagle if the LIBOR were greater than Rk = 5.5%.

b. Cagle’s and Sun National’s payoffs:
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c. Cash flows = $10,135,616; Hedged rate = 5.5%

[image: image16.wmf]LIBOR

Sun National Payoff

Cagle Payoff

0.05

-12179

12179

0.0525

-6086

6086

0.055

0

0

0.0575

6078

-6078

0.06

12149

-12149


19. Suppose there is a Eurodollar futures contracts listed on the IMM that expires at the same time as the FRA in Question 18. 

a. What would Cagle’s FRA equivalent positions be using the Eurodollar futures? What would Cagle’s cash flows be from the equivalent Eurodollar futures if the LIBOR were 5% and 6% at expirations? 

b. What would Sun National Bank’s FRA equivalent positions be using the Eurodollar futures? What would Sun National’s cash flows be from the equivalent Eurodollar futures if the LIBOR were 5% and 6% at expirations? 

c. Explain how Sun Bank could hedge its FRA in Question 18 by taking a position in the Eurodollar futures contract. Using a table, evaluate their hedge position (net position in the  Eurodollar futures plus the FRA) at possible LIBORs at the FRA and Eurodollar futures expiration of 5%, 5.25%, 5.5%, 5.75%, and 6%.  

a. Cagle’s position would be equivalent to a long position in 10 Eurodollar futures at a futures price of 100 – (5.5%(.25)) = 98.625 per $100 face value. 

If the LIBOR were 5% at expiration, then the settlement price would be ST = 98.75 and Cagle’s cash flow would be $12,500:
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At 5%, the present value of $12,500 is $12,500/(1+(.05(90/365)) = $12,348, which is approximately equal to the value of the short FRA position.

In contrast, if the LIBOR were 6%, then the settlement price would be ST = 98.5 and Cagle’s cash flow would be -$12,500:
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At 6%, the present value of -$12,500 is -$12,500/(1+(.06(90/365)) = -$12,318, which is approximately equal to the value of the short FRA position.

b. Sun National’s position would be equivalent to a short position in 10 Eurodollar futures at a futures price of 100 – (5.5%(.25)) = 98.625 per $100 face value. 

If the LIBOR were 5% at expiration, then the settlement price would be ST = 98.75 and Sun National’s cash flow would be -$12,500:
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[image: image21.wmf]At 5%, the present value of -$12,500 is -$12,500/(1+(.05(90/365)) = -$12,348, which is approximately equal to the value of the long FRA position.

In contrast, if LIBOR were 6%, then the settlement price would be ST = 98.5 and Sun’s cash flow would be $12,500:
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At 6%, the present value of $12,500 is $12,500/(1+(.06(90/365)) = $12,318, which is approximately equal to the value of the long FRA position.

c. To hedge, Sun National would need to go long in 10 Eurodollar futures. With the hedge, Sun National’s net position (Eurodollar + FRA) would be no more than $351 at the possible rates at expiration of 5%, 5.25%, 5.5%, 5.75%, and 6%.
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20. Briefly comment on the following:

a. The importance of the delivery procedure on futures contracts, even though most futures  contracts are closed by offsetting positions.
b. The advantages and disadvantages of price limits.

c. The marked-to-market tax rule on speculative futures positions.

d. The benefits of futures funds.

e. The role of locals in ensuring a continuous futures markets.

f. The basis and its relationship to the time to expiration.

     g. Rolling the Hedge

a. The delivery procedure is important in ensuring that the expiring futures price is equal to the spot price and that spot and futures prices are linked.  Without these conditions, hedging would not be effective and the futures markets would lose their economic justification.

b. Price limits are designed to stop destabilizing price trends from occurring and to minimize the chances of commodity accounts becoming undermargined too quickly. Their disadvantage is they can eliminate potential profit opportunities.

c. Speculators' futures positions are treated as capital gains and losses and all realized and unrealized positions are taxed in the year the contract is established.  The rule was established to stop futures speculators who would take long and short positions in similar contracts, then for tax purposes would close at the end of the year one of the positions to show a loss.
d. Futures funds pool investors' monies and use them to set up overmargined futures positions.  As such, investors do not have to manage their margin accounts.
e. By having a sufficient number of locals trading on a particular contract the futures exchanges are able to provide continuous trading. 
f. The basis is the difference between the futures price and the spot price: Bt = ft - St. As the time to expiration decreases, the basis narrows, equaling or nearing zero at expiration.  
g. This is a hedging strategy when there is timing risk.  It involves taking a futures position, then at expiration closing the position and taking a new one.

21. Short-Answer  Questions: 

(1) What was the primary factor that contributed to the dramatic growth in the futures trading over the last twenty years? 

(2) What is a hedge called in which the asset underlying the futures contract is not the same as the asset being hedged? 

(3) A bond manager who hedged her expected sale of 10-year, AA bonds in early September with a CBOT T-bond futures would be subject to what types of hedging risks? 

 (4) How much cash or risk-free securities would a speculator have to deposit in a commodity account if he goes long in one September T-bond futures contract at 95 and the initial margin requirement is 5%? 

(5) Who ensures that the price on an expiring futures contract is equal or approximately equal to its spot price. 

(6) What is the number of futures contracts outstanding at a given point in time called? 

(7) How does a futures market provide continuous trading without market makers or specialists? 

 (8) What is the trading referred to when exchange members trade for both their clients and themselves? 

(9) What is the actual price on a T-bill futures contract, if its quoted IMM index price is 92? 

(10) What is the implied YTM on a September T-bill futures contract that is trading at 93 (IMM Index Price)? 

(11) What is the expiration futures price per $100 face value on an expiring Eurodollar futures contract if the three-month LIBOR is 5% on the expiration day?

(12) What is the major difference between the Eurodollar and the T-bill futures contracts? 

(13) How much would the actual Eurodollar futures price change, if the IMM index moves one point?

 (14) What is the implied futures YTM on a March T-bill futures contract trading at 93.75 (IMM index)? 

(1) The introduction of financial futures

(2) Cross hedge

(3) Quality and quantity risk

(4) $4,750

(5) Arbitrageurs

(6) Open interest

(7) Through locals: scalpers, day-traders, and position-traders.

(8) Dual trading

(9) $980,000

(10) 7.34%

(11) 98.75

(12) The Eurodollar contracts have cash settlement at delivery while T-bill contracts call for 

actual delivery.

(13) $2,500

(14) 6.52%.
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Ch12Prob7

		LIBOR at		Settlement Price		Short Futures Profit		Long Futures Profit

		Expiration

		4.75		988125		-1875		1875

		5		987500		-1250		1250

		5.25		986875		-625		625

		5.5		986250		0		0

		5.75		985625		625		-625

		6		985000		1250		-1250

		6.25		984375		1875		-1875





Ch12Prob12

		LIBOR		Short FRA		Long FRA

				Agreement		Agreement

		0.04		-48833		48833

		0.045		-24387		24387

		0.05		0		0

		0.055		24328		-24328

		0.06		48596		-48596





Ch12Prob15

		Date				Futures Price		Initial Margin		Value of Equity Account		Deposit Required on Maintenance Margin		Value of Equity

												Max[Initial Margin - Value of Account, 0]		Account with Deposit

		1-Mar		5		987500		49375		49375		0		49375

		2-Mar		5.1		987250		49375		49125		250		49375

		3-Mar		5.2		987000		49375		48875		500		49375

		4-Mar		5		987500		49375		49375		0		49375

		5-Mar		4.8		988000		49375		49875		0		49875

		8-Mar		4.7		988250		49375		50125		0		50125

		9-Mar		5		987500		49375		49375		0		49375





Ch12Prob16

						Futures Profit		T-Bill Sale		Hedged Revenue

										T-Bill Sale + Futures Profit

		5		987500		-25000		9875000		9850000

		6		985000		0		9850000		9850000

		7		982500		25000		9825000		9850000





ch12prob17

						Futures Profit		T-Bill Cost		Hedged Cost

										T-Bill Cost - Futures Profit

		4		990000		25000		9900000		9875000

		5		987500		0		9875000		9875000

		6		985000		-25000		9850000		9875000





Ch12Prob18

		LIBOR		Sun National Payoff		Cagle Payoff		Cagle CD Investment		CF at CD Maturity		Hedged Rate

								$10M + FRA Payoff		CD Investment(1+LIBOR(90/365))		[(CF at Maturity/$10M) - 1](365/90)

		0.05		-12179		12179		10012179		10135616		0.0550

		0.0525		-6086		6086		10006086		10135616		0.0550

		0.055		0		0		10000000		10135616		0.0550

		0.0575		6078		-6078		9993922		10135616		0.0550

		0.06		12149		-12149		9987851		10135616		0.0550





FRAeurCh12

		LIBOR		Sun National Payoff		Eurodollar Settlement		Cash Flow from Eurodollar futures		Net Position

				FRA		Price: ST = 100 - LIBOR(.25)		(10)([ST-fo]/100)(.25)($1M)		Eurodollar + FRA

		0.05		-12179		98.7500		12500.0000		321

		0.0525		-6086		98.6875		6250.0000		164

		0.055		0		98.6250		0.0000		0

		0.0575		6078		98.5625		-6250.0000		-172

		0.06		12149		98.5000		-12500.0000		-351





Prudent

		1		2		3		4		5		6

		Spot Discount Rates		Spot Price = Futures Price at T		Call Profit/Loss		Hedged Investment Funds		Number of Bills		YTM

		RD %		$		$		$5M +Col 3    $		Col (4)/Col(2)		%

		6		985000		11250		9011250		9.1484771574		6.78

		6.25		984375		5625		9005625		9.1485714286		6.79

		6.5		983750		0		9000000		9.1486658196		6.79

		7		982500		-11250		8988750		9.1488549618		6.80

		7.5		981250		-11250		8988750		9.1605095541		7.35

		8		980000		-11250		8988750		9.1721938776		7.90

		Call Profit = 9[Max(fT-$982,500,0]-$11,250

		YTM =  [(Number of Bills)($1M)/$9M]^365/91





Prudential

				Company's Investment: $9M at LIBOR for 90 days (.25 per year)

				Interest Rate Put Option: Exercise Rate = 7%, Reference Rate = LIBOR, NP = $9M, time period = .25,

				Cost of Option = $50,000, payable at T

		1		2		3		4		5		6

		LIBOR		Interest Rate Put		Cost of the Option at T		Interest Received on		Revenues at Maturity		Annualized Hedged Rate

				Payoff: $9M[Max[.07-LIBOR,0](.25)		$50,000		CD at its Maturity		Col (2) + Col 4		4[Col (5)/($9M+Col (3))]

								(LIBOR)(.25)($9,000,000)

		0.06		22500		50000		135000		157500		0.0696132597

		0.065		11250		50000		146250		157500		0.0696132597

		0.07		0		50000		157500		157500		0.0696132597

		0.075		0		50000		168750		168750		0.0745856354

		0.08		0		50000		180000		180000		0.079558011





JRLoan

				Company's Loan: $16M at LIBOR+150BP for 270 days (.75 per year)

				Interest Rate Call Option: Exercise Rate = 10%, Reference Rate = LIBOR, NP = $16M, Time Period = .75

				Cost of Option = $75,000, payable at T.

		1		2		3		4		5		6

		LIBOR		Interest Rate Call		Cost of the Option at T		Interest Paid on		Cost at Maturity		Annualized Hedged Rate

				Payoff: $16M[Max[LIBOR-.10,0](.75)		$75,000		Loan at its Maturity		Col (4) - Col (2)		(1/.75)[Col (5)/($16M-Col (3))]

								(LIBOR+150BP)(.75)($16M)

		0.08		0		75000		1140000		1140000		0.0954

		0.09		0		75000		1260000		1260000		0.1055

		0.1		0		75000		1380000		1380000		0.1155

		0.11		120000		75000		1500000		1380000		0.1155

		0.115		180000		75000		1560000		1380000		0.1155

		0.12		240000		75000		1620000		1380000		0.1155





RobertFut

		1		2		3		4		5		6		7

		Date		LIBOR		Futures settlement price:		Futures Profit***		Quarterly Interest		Hedged Debt		Hedged Rate

						fT = 100-LIBOR(.25)		profit = [(fo-fT)/100]($1M)(15)		.25[(LIBOR+1)/100]($15M)		Col 5 - Col 4		[(4)(Col 6)]/$15M

		20-Dec		0.085						356250		356250		0.095

		20-Mar		0.1		97.5		37500		412500		375000		0.1

		20-Jun		0.09		97.75		37500		375000		337500		0.09

						*** fo(3/20) = 100-9(.25) = 97.75

						*** fo(6/20) = 100-8(.25) = 98





RobertsCap

		1		2		3		4		5		6		7

		Date		LIBOR		Cap Payoff on Payment Date		Quarterly Interest		Hedged Debt		Hedged Rate		Unhedged Rate

						Max[LIBOR-.095,0]($15M)(.25)		.25[(LIBOR+1)/100]($15M)		Col 4 - Col 3		[(4)(Col 5)]/$15M		[(4)(Col 4)]/$15M

		20-Dec		0.085

		20-Mar		0.1		0		356250		356250		0.095		0.095

		20-Jun		0.09		18750		412500		393750		0.105		0.11

		20-Sep				0		375000		375000		0.1		0.1





ABCFloor

		

		1		2		3		4		5		6		7

		Reset Date		Assumed LIBOR		Interest Received  on Payment Date		Floor Payoff on Payment Date		Hedged Interest Income		Hedged Rate		Unhedged Rate

						(LIBOR + 150BP)(.25)($15M)		Max[.07-LIBOR,0](.25)($15M)		Col. (3) + Col. (4)		4[Col (5)/$50M]		LIBOR + 150BP

		2003: 3/1		0.075

		2003: 6/1		0.07		337500		0		337500		0.09		0.09

		2003: 9/1		0.065		318750		0		318750		0.085		0.085

		2003: 12/1		0.06		300000		18750		318750		0.085		0.08

		2004: 3/1				281250		37500		318750		0.085		0.075





Swapa

		





Swap

		1		2		3		4		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Net Interest Paid

						Interest Payment*		Payer's Payment**		by Fixed-Rate Payer				Rate

												Column 3 - Column 4		2(Column 5)/10M

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		-50000		325000		0.065

		9/23/04		0.065		300000		325000		-25000		325000		0.065

		3/23/05		0.07		325000		325000		0		325000		0.065

		9/23/05		0.075		350000		325000		25000.0000000001		325000		0.065

				0.08		375000		325000		50000		325000		0.065

						400000		325000		75000		325000		0.065

		* (LIBOR/2)($10,000,000)





swapc

		1		2		3		4		3		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Interest Paid on		Effective Interest		Rate

						Interest Payment*		Payer's Payment**		by Floating-Rate Payer		Fixed-Rate Loan*		Paid		(2(Column(5))/$10M

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		50000		300000		250000		0.05

		9/23/04		0.065		300000		325000		25000		300000		275000		0.055

		3/23/05		0.07		325000		325000		0		300000		300000		0.06

		9/23/05		0.075		350000		325000		-25000.0000000001		300000		325000		0.065

				0.08		375000		325000		-50000		300000		350000		0.07

						400000		325000		-75000		300000		375000		0.075

		* (.06/2)($10,000,000)





Swapb

		1		2		3		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Net Interest Paid

								Payer's Payment**		by Fixed-Rate Payer

										Column 3 - Column 4		Column 3 - Column 5

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		-50000		50000

		9/23/04		0.065		300000		325000		-25000		25000

		3/23/05		0.07		325000		325000		0		0

		9/23/05		0.075		350000		325000		25000.0000000001		-25000.0000000001

				0.08		375000		325000		50000		-50000

						400000		325000		75000		-75000

		* (LIBOR/2)($10,000,000)

		** (.065/2)*($10,000,000)





1 2 3 4 5 6


Effective Dates LIBOR Floating-Rate Fixed-Rate Net Interest Received Net Interest Received


Payer's Payment* Payer's Payment** by Fixed-Rate Payer by Floating-Rate Payer


Column 3 - Column 4 Column 4 - Column 3


3/23/03


9/23/03 0.055


3/23/04 0.06 275000 325000 -50000 50000


9/23/04 0.065 300000 325000 -25000 25000


3/23/05 0.07 325000 325000 0 0


9/23/05 0.075 350000 325000 25000 -25000


0.08 375000 325000 50000 -50000


400000 325000 75000 -75000


* (LIBOR/2)($10,000,000)


** (.065/2)*($10,000,000)




MBD000463D3.xls

Prudent


			1			2			3			4			5			6


			Spot Discount Rates			Spot Price = Futures Price at T			Call Profit/Loss			Hedged Investment Funds			Number of Bills			YTM


			RD %			$			$			$5M +Col 3    $			Col (4)/Col(2)			%


			6			985000			11250			9011250			9.1484771574			6.78


			6.25			984375			5625			9005625			9.1485714286			6.79


			6.5			983750			0			9000000			9.1486658196			6.79


			7			982500			-11250			8988750			9.1488549618			6.80


			7.5			981250			-11250			8988750			9.1605095541			7.35


			8			980000			-11250			8988750			9.1721938776			7.90


			Call Profit = 9[Max(fT-$982,500,0]-$11,250


			YTM =  [(Number of Bills)($1M)/$9M]^365/91








Prudential


						Company's Investment: $9M at LIBOR for 90 days (.25 per year)


						Interest Rate Put Option: Exercise Rate = 7%, Reference Rate = LIBOR, NP = $9M, time period = .25,


						Cost of Option = $50,000, payable at T


			1			2			3			4			5			6


			LIBOR			Interest Rate Put			Cost of the Option at T			Interest Received on			Revenues at Maturity			Annualized Hedged Rate


						Payoff: $9M[Max[.07-LIBOR,0](.25)			$50,000			CD at its Maturity			Col (2) + Col 4			4[Col (5)/($9M+Col (3))]


												(LIBOR)(.25)($9,000,000)


			0.06			22500			50000			135000			157500			0.0696132597


			0.065			11250			50000			146250			157500			0.0696132597


			0.07			0			50000			157500			157500			0.0696132597


			0.075			0			50000			168750			168750			0.0745856354


			0.08			0			50000			180000			180000			0.079558011








JRLoan


						Company's Loan: $16M at LIBOR+150BP for 270 days (.75 per year)


						Interest Rate Call Option: Exercise Rate = 10%, Reference Rate = LIBOR, NP = $16M, Time Period = .75


						Cost of Option = $75,000, payable at T.


			1			2			3			4			5			6


			LIBOR			Interest Rate Call			Cost of the Option at T			Interest Paid on			Cost at Maturity			Annualized Hedged Rate


						Payoff: $16M[Max[LIBOR-.10,0](.75)			$75,000			Loan at its Maturity			Col (4) - Col (2)			(1/.75)[Col (5)/($16M-Col (3))]


												(LIBOR+150BP)(.75)($16M)


			0.08			0			75000			1140000			1140000			0.0954


			0.09			0			75000			1260000			1260000			0.1055


			0.1			0			75000			1380000			1380000			0.1155


			0.11			120000			75000			1500000			1380000			0.1155


			0.115			180000			75000			1560000			1380000			0.1155


			0.12			240000			75000			1620000			1380000			0.1155








RobertFut


			1			2			3			4			5			6			7


			Date			LIBOR			Futures settlement price:			Futures Profit***			Quarterly Interest			Hedged Debt			Hedged Rate


									fT = 100-LIBOR(.25)			profit = [(fo-fT)/100]($1M)(15)			.25[(LIBOR+1)/100]($15M)			Col 5 - Col 4			[(4)(Col 6)]/$15M


			20-Dec			0.085									356250			356250			0.095


			20-Mar			0.1			97.5			37500			412500			375000			0.1


			20-Jun			0.09			97.75			37500			375000			337500			0.09


									*** fo(3/20) = 100-9(.25) = 97.75


									*** fo(6/20) = 100-8(.25) = 98








RobertsCap


			1			2			3			4			5			6			7


			Date			LIBOR			Cap Payoff on Payment Date			Quarterly Interest			Hedged Debt			Hedged Rate			Unhedged Rate


									Max[LIBOR-.095,0]($15M)(.25)			.25[(LIBOR+1)/100]($15M)			Col 4 - Col 3			[(4)(Col 5)]/$15M			[(4)(Col 4)]/$15M


			20-Dec			0.085


			20-Mar			0.1			0			356250			356250			0.095			0.095


			20-Jun			0.09			18750			412500			393750			0.105			0.11


			20-Sep						0			375000			375000			0.1			0.1








ABCFloor


			


			1			2			3			4			5			6			7


			Reset Date			Assumed LIBOR			Interest Received  on Payment Date			Floor Payoff on Payment Date			Hedged Interest Income			Hedged Rate			Unhedged Rate


									(LIBOR + 150BP)(.25)($15M)			Max[.07-LIBOR,0](.25)($15M)			Col. (3) + Col. (4)			4[Col (5)/$50M]			LIBOR + 150BP


			2003: 3/1			0.075


			2003: 6/1			0.07			337500			0			337500			0.09			0.09


			2003: 9/1			0.065			318750			0			318750			0.085			0.085


			2003: 12/1			0.06			300000			18750			318750			0.085			0.08


			2004: 3/1						281250			37500			318750			0.085			0.075








Swap


			1			2			3			4			5			6


			Effective Dates			LIBOR			Floating-Rate			Fixed-Rate			Net Interest Received			Net Interest Received


									Payer's Payment*			Payer's Payment**			by Fixed-Rate Payer			by Floating-Rate Payer


															Column 3 - Column 4			Column 4 - Column 3


			3/23/03


			9/23/03			0.055


			3/23/04			0.06			275000			325000			-50000			50000


			9/23/04			0.065			300000			325000			-25000			25000


			3/23/05			0.07			325000			325000			0			0


			9/23/05			0.075			350000			325000			25000.0000000001			-25000.0000000001


						0.08			375000			325000			50000			-50000


									400000			325000			75000			-75000


			* (LIBOR/2)($10,000,000)


			** (.065/2)*($10,000,000)











_1120636008.xls
Ch12Prob7

		LIBOR at		Settlement Price		Short Futures Profit		Long Futures Profit

		Expiration		fT = [(100 - LIBOR(.25))/100]($1M)		[$986250-fT]		[fT - $986250]

		4.75		988125		-1875		1875

		5		987500		-1250		1250

		5.25		986875		-625		625

		5.5		986250		0		0

		5.75		985625		625		-625

		6		985000		1250		-1250

		6.25		984375		1875		-1875





Ch12Prob12

		LIBOR		Long FRA		Short FRA

				Agreement		Agreement

		0.04		-48833		48833

		0.045		-24387		24387

		0.05		0		0

		0.055		24328		-24328

		0.06		48596		-48596





FRAch12prob

		LIBOR		Sun National Payoff		Cagle Payoff		Cagle CD Investment		CF at CD Maturity		Hedged Rate

								$10M + FRA Payoff		CD Investment(1+LIBOR(90/365))		((CF at Maturity/$10M) - 1)(365/90)

		0.05		-12179		12179		10012179		10135616		0.0550

		0.0525		-6086		6086		10006086		10135616		0.0550

		0.055		0		0		10000000		10135616		0.0550

		0.0575		6078		-6078		9993922		10135616		0.0550

		0.06		12149		-12149		9987851		10135616		0.0550





FRAeurCh12

		LIBOR		Sun National Payoff		Eurodollar Settlement		Cash Flow from Eurodollar futures		Net Position

				FRA		Price: ST = 100 - LIBOR(.25)		(10)([ST-fo]/100)(.25)($1M)		Eurodollar + FRA

		0.05		-12179		98.7500		12500.0000		321

		0.0525		-6086		98.6875		6250.0000		164

		0.055		0		98.6250		0.0000		0

		0.0575		6078		98.5625		-6250.0000		-172

		0.06		12149		98.5000		-12500.0000		-351





Prudent

		1		2		3		4		5		6

		Spot Discount Rates		Spot Price = Futures Price at T		Call Profit/Loss		Hedged Investment Funds		Number of Bills		YTM

		RD %		$		$		$5M +Col 3    $		Col (4)/Col(2)		%

		6		985000		11250		9011250		9.1484771574		6.78

		6.25		984375		5625		9005625		9.1485714286		6.79

		6.5		983750		0		9000000		9.1486658196		6.79

		7		982500		-11250		8988750		9.1488549618		6.80

		7.5		981250		-11250		8988750		9.1605095541		7.35

		8		980000		-11250		8988750		9.1721938776		7.90

		Call Profit = 9[Max(fT-$982,500,0]-$11,250

		YTM =  [(Number of Bills)($1M)/$9M]^365/91





Prudential

				Company's Investment: $9M at LIBOR for 90 days (.25 per year)

				Interest Rate Put Option: Exercise Rate = 7%, Reference Rate = LIBOR, NP = $9M, time period = .25,

				Cost of Option = $50,000, payable at T

		1		2		3		4		5		6

		LIBOR		Interest Rate Put		Cost of the Option at T		Interest Received on		Revenues at Maturity		Annualized Hedged Rate

				Payoff: $9M[Max[.07-LIBOR,0](.25)		$50,000		CD at its Maturity		Col (2) + Col 4		4[Col (5)/($9M+Col (3))]

								(LIBOR)(.25)($9,000,000)

		0.06		22500		50000		135000		157500		0.0696132597

		0.065		11250		50000		146250		157500		0.0696132597

		0.07		0		50000		157500		157500		0.0696132597

		0.075		0		50000		168750		168750		0.0745856354

		0.08		0		50000		180000		180000		0.079558011





JRLoan

				Company's Loan: $16M at LIBOR+150BP for 270 days (.75 per year)

				Interest Rate Call Option: Exercise Rate = 10%, Reference Rate = LIBOR, NP = $16M, Time Period = .75

				Cost of Option = $75,000, payable at T.

		1		2		3		4		5		6

		LIBOR		Interest Rate Call		Cost of the Option at T		Interest Paid on		Cost at Maturity		Annualized Hedged Rate

				Payoff: $16M[Max[LIBOR-.10,0](.75)		$75,000		Loan at its Maturity		Col (4) - Col (2)		(1/.75)[Col (5)/($16M-Col (3))]

								(LIBOR+150BP)(.75)($16M)

		0.08		0		75000		1140000		1140000		0.0954

		0.09		0		75000		1260000		1260000		0.1055

		0.1		0		75000		1380000		1380000		0.1155

		0.11		120000		75000		1500000		1380000		0.1155

		0.115		180000		75000		1560000		1380000		0.1155

		0.12		240000		75000		1620000		1380000		0.1155





RobertFut

		1		2		3		4		5		6		7

		Date		LIBOR		Futures settlement price:		Futures Profit***		Quarterly Interest		Hedged Debt		Hedged Rate

						fT = 100-LIBOR(.25)		profit = [(fo-fT)/100]($1M)(15)		.25[(LIBOR+1)/100]($15M)		Col 5 - Col 4		[(4)(Col 6)]/$15M

		20-Dec		0.085						356250		356250		0.095

		20-Mar		0.1		97.5		37500		412500		375000		0.1

		20-Jun		0.09		97.75		37500		375000		337500		0.09

						*** fo(3/20) = 100-9(.25) = 97.75

						*** fo(6/20) = 100-8(.25) = 98





RobertsCap

		1		2		3		4		5		6		7

		Date		LIBOR		Cap Payoff on Payment Date		Quarterly Interest		Hedged Debt		Hedged Rate		Unhedged Rate

						Max[LIBOR-.095,0]($15M)(.25)		.25[(LIBOR+1)/100]($15M)		Col 4 - Col 3		[(4)(Col 5)]/$15M		[(4)(Col 4)]/$15M

		20-Dec		0.085

		20-Mar		0.1		0		356250		356250		0.095		0.095

		20-Jun		0.09		18750		412500		393750		0.105		0.11

		20-Sep				0		375000		375000		0.1		0.1





ABCFloor

		

		1		2		3		4		5		6		7

		Reset Date		Assumed LIBOR		Interest Received  on Payment Date		Floor Payoff on Payment Date		Hedged Interest Income		Hedged Rate		Unhedged Rate

						(LIBOR + 150BP)(.25)($15M)		Max[.07-LIBOR,0](.25)($15M)		Col. (3) + Col. (4)		4[Col (5)/$50M]		LIBOR + 150BP

		2003: 3/1		0.075

		2003: 6/1		0.07		337500		0		337500		0.09		0.09

		2003: 9/1		0.065		318750		0		318750		0.085		0.085

		2003: 12/1		0.06		300000		18750		318750		0.085		0.08

		2004: 3/1				281250		37500		318750		0.085		0.075





Swapa

		





Swap

		1		2		3		4		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Net Interest Paid

						Interest Payment*		Payer's Payment**		by Fixed-Rate Payer				Rate

												Column 3 - Column 4		2(Column 5)/10M

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		-50000		325000		0.065

		9/23/04		0.065		300000		325000		-25000		325000		0.065

		3/23/05		0.07		325000		325000		0		325000		0.065

		9/23/05		0.075		350000		325000		25000.0000000001		325000		0.065

				0.08		375000		325000		50000		325000		0.065

						400000		325000		75000		325000		0.065

		* (LIBOR/2)($10,000,000)





swapc

		1		2		3		4		3		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Interest Paid on		Effective Interest		Rate

						Interest Payment*		Payer's Payment**		by Floating-Rate Payer		Fixed-Rate Loan*		Paid		(2(Column(5))/$10M

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		50000		300000		250000		0.05

		9/23/04		0.065		300000		325000		25000		300000		275000		0.055

		3/23/05		0.07		325000		325000		0		300000		300000		0.06

		9/23/05		0.075		350000		325000		-25000.0000000001		300000		325000		0.065

				0.08		375000		325000		-50000		300000		350000		0.07

						400000		325000		-75000		300000		375000		0.075

		* (.06/2)($10,000,000)





Swapb

		1		2		3		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Net Interest Paid

								Payer's Payment**		by Fixed-Rate Payer

										Column 3 - Column 4		Column 3 - Column 5

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		-50000		50000

		9/23/04		0.065		300000		325000		-25000		25000

		3/23/05		0.07		325000		325000		0		0

		9/23/05		0.075		350000		325000		25000.0000000001		-25000.0000000001

				0.08		375000		325000		50000		-50000

						400000		325000		75000		-75000

		* (LIBOR/2)($10,000,000)

		** (.065/2)*($10,000,000)





1 2 3 4 5 6


Effective Dates LIBOR Floating-Rate Fixed-Rate Net Interest Received Net Interest Received


Payer's Payment* Payer's Payment** by Fixed-Rate Payer by Floating-Rate Payer


Column 3 - Column 4 Column 4 - Column 3


3/23/03


9/23/03 0.055


3/23/04 0.06 275000 325000 -50000 50000


9/23/04 0.065 300000 325000 -25000 25000


3/23/05 0.07 325000 325000 0 0


9/23/05 0.075 350000 325000 25000 -25000


0.08 375000 325000 50000 -50000


400000 325000 75000 -75000


* (LIBOR/2)($10,000,000)


** (.065/2)*($10,000,000)




MBD000463D3.xls

Prudent


			1			2			3			4			5			6


			Spot Discount Rates			Spot Price = Futures Price at T			Call Profit/Loss			Hedged Investment Funds			Number of Bills			YTM


			RD %			$			$			$5M +Col 3    $			Col (4)/Col(2)			%


			6			985000			11250			9011250			9.1484771574			6.78


			6.25			984375			5625			9005625			9.1485714286			6.79


			6.5			983750			0			9000000			9.1486658196			6.79


			7			982500			-11250			8988750			9.1488549618			6.80


			7.5			981250			-11250			8988750			9.1605095541			7.35


			8			980000			-11250			8988750			9.1721938776			7.90


			Call Profit = 9[Max(fT-$982,500,0]-$11,250


			YTM =  [(Number of Bills)($1M)/$9M]^365/91








Prudential


						Company's Investment: $9M at LIBOR for 90 days (.25 per year)


						Interest Rate Put Option: Exercise Rate = 7%, Reference Rate = LIBOR, NP = $9M, time period = .25,


						Cost of Option = $50,000, payable at T


			1			2			3			4			5			6


			LIBOR			Interest Rate Put			Cost of the Option at T			Interest Received on			Revenues at Maturity			Annualized Hedged Rate


						Payoff: $9M[Max[.07-LIBOR,0](.25)			$50,000			CD at its Maturity			Col (2) + Col 4			4[Col (5)/($9M+Col (3))]


												(LIBOR)(.25)($9,000,000)


			0.06			22500			50000			135000			157500			0.0696132597


			0.065			11250			50000			146250			157500			0.0696132597


			0.07			0			50000			157500			157500			0.0696132597


			0.075			0			50000			168750			168750			0.0745856354


			0.08			0			50000			180000			180000			0.079558011








JRLoan


						Company's Loan: $16M at LIBOR+150BP for 270 days (.75 per year)


						Interest Rate Call Option: Exercise Rate = 10%, Reference Rate = LIBOR, NP = $16M, Time Period = .75


						Cost of Option = $75,000, payable at T.


			1			2			3			4			5			6


			LIBOR			Interest Rate Call			Cost of the Option at T			Interest Paid on			Cost at Maturity			Annualized Hedged Rate


						Payoff: $16M[Max[LIBOR-.10,0](.75)			$75,000			Loan at its Maturity			Col (4) - Col (2)			(1/.75)[Col (5)/($16M-Col (3))]


												(LIBOR+150BP)(.75)($16M)


			0.08			0			75000			1140000			1140000			0.0954


			0.09			0			75000			1260000			1260000			0.1055


			0.1			0			75000			1380000			1380000			0.1155


			0.11			120000			75000			1500000			1380000			0.1155


			0.115			180000			75000			1560000			1380000			0.1155


			0.12			240000			75000			1620000			1380000			0.1155








RobertFut


			1			2			3			4			5			6			7


			Date			LIBOR			Futures settlement price:			Futures Profit***			Quarterly Interest			Hedged Debt			Hedged Rate


									fT = 100-LIBOR(.25)			profit = [(fo-fT)/100]($1M)(15)			.25[(LIBOR+1)/100]($15M)			Col 5 - Col 4			[(4)(Col 6)]/$15M


			20-Dec			0.085									356250			356250			0.095


			20-Mar			0.1			97.5			37500			412500			375000			0.1


			20-Jun			0.09			97.75			37500			375000			337500			0.09


									*** fo(3/20) = 100-9(.25) = 97.75


									*** fo(6/20) = 100-8(.25) = 98








RobertsCap


			1			2			3			4			5			6			7


			Date			LIBOR			Cap Payoff on Payment Date			Quarterly Interest			Hedged Debt			Hedged Rate			Unhedged Rate


									Max[LIBOR-.095,0]($15M)(.25)			.25[(LIBOR+1)/100]($15M)			Col 4 - Col 3			[(4)(Col 5)]/$15M			[(4)(Col 4)]/$15M


			20-Dec			0.085


			20-Mar			0.1			0			356250			356250			0.095			0.095


			20-Jun			0.09			18750			412500			393750			0.105			0.11


			20-Sep						0			375000			375000			0.1			0.1








ABCFloor


			


			1			2			3			4			5			6			7


			Reset Date			Assumed LIBOR			Interest Received  on Payment Date			Floor Payoff on Payment Date			Hedged Interest Income			Hedged Rate			Unhedged Rate


									(LIBOR + 150BP)(.25)($15M)			Max[.07-LIBOR,0](.25)($15M)			Col. (3) + Col. (4)			4[Col (5)/$50M]			LIBOR + 150BP


			2003: 3/1			0.075


			2003: 6/1			0.07			337500			0			337500			0.09			0.09


			2003: 9/1			0.065			318750			0			318750			0.085			0.085


			2003: 12/1			0.06			300000			18750			318750			0.085			0.08


			2004: 3/1						281250			37500			318750			0.085			0.075








Swap


			1			2			3			4			5			6


			Effective Dates			LIBOR			Floating-Rate			Fixed-Rate			Net Interest Received			Net Interest Received


									Payer's Payment*			Payer's Payment**			by Fixed-Rate Payer			by Floating-Rate Payer


															Column 3 - Column 4			Column 4 - Column 3


			3/23/03


			9/23/03			0.055


			3/23/04			0.06			275000			325000			-50000			50000


			9/23/04			0.065			300000			325000			-25000			25000


			3/23/05			0.07			325000			325000			0			0


			9/23/05			0.075			350000			325000			25000.0000000001			-25000.0000000001


						0.08			375000			325000			50000			-50000


									400000			325000			75000			-75000


			* (LIBOR/2)($10,000,000)


			** (.065/2)*($10,000,000)











_1129104236.xls
Ch12Prob7

		LIBOR at		Settlement Price		Short Futures Profit		Long Futures Profit

		Expiration

		4.75		988125		-1875		1875

		5		987500		-1250		1250

		5.25		986875		-625		625

		5.5		986250		0		0

		5.75		985625		625		-625

		6		985000		1250		-1250

		6.25		984375		1875		-1875





Ch12Prob12

		LIBOR		Long FRA		Short FRA

				Agreement		Agreement

		0.04		-48833		48833

		0.045		-24387		24387

		0.05		0		0

		0.055		24328		-24328

		0.06		48596		-48596





Ch12Prob15

		Date				Futures Price		Initial Margin		Value of Equity Account		Deposit Required on		Cummulative		Value of Equity

												Maintenance Margin		Deposits		Account with Deposits

		1-Mar		5		987500		49375		49375		0		0		49375

		2-Mar		5.1		987250		49375		49125		250		250		49375

		3-Mar		5.2		987000		49375		48875		250		500		49375

		4-Mar		5		987500		49375		49375		0		500		49875

		5-Mar		4.8		988000		49375		49875		0		500		50375

		8-Mar		4.7		988250		49375		50125		0		500		50625

		9-Mar		5		987500		49375		49375		0		500		49875





Ch12Prob16

						Futures Profit		T-Bill Sale		Hedged Revenue

										T-Bill Sale + Futures Profit

		5		987500		-25000		9875000		9850000

		6		985000		0		9850000		9850000

		7		982500		25000		9825000		9850000





ch12prob17

						Futures Profit		T-Bill Cost		Hedged Cost

										T-Bill Cost - Futures Profit

		4		990000		25000		9900000		9875000

		5		987500		0		9875000		9875000

		6		985000		-25000		9850000		9875000





Ch12Prob18

		LIBOR		Sun National Payoff		Cagle Payoff		Cagle CD Investment		CF at CD Maturity		Hedged Rate

								$10M + FRA Payoff		CD Investment(1+LIBOR(90/365))		[(CF at Maturity/$10M) - 1](365/90)

		0.05		-12179		12179		10012179		10135616		0.0550

		0.0525		-6086		6086		10006086		10135616		0.0550

		0.055		0		0		10000000		10135616		0.0550

		0.0575		6078		-6078		9993922		10135616		0.0550

		0.06		12149		-12149		9987851		10135616		0.0550





Ch12prob19

		LIBOR		Sun National Payoff		Eurodollar Settlement		Cash Flow from Eurodollar futures		Net Position

				FRA						Eurodollar + FRA

		0.05		-12179		98.7500		12500		321

		0.0525		-6086		98.6875		6250		164

		0.055		0		98.6250		0		0

		0.0575		6078		98.5625		-6250		-172

		0.06		12149		98.5000		-12500		-351





Swapb

		1		2		3		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Net Interest Paid

								Payer's Payment**		by Fixed-Rate Payer

										Column 3 - Column 4		Column 3 - Column 5

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		-50000		50000

		9/23/04		0.065		300000		325000		-25000		25000

		3/23/05		0.07		325000		325000		0		0

		9/23/05		0.075		350000		325000		25000.0000000001		-25000.0000000001

				0.08		375000		325000		50000		-50000

						400000		325000		75000		-75000

		* (LIBOR/2)($10,000,000)

		** (.065/2)*($10,000,000)






_1120640449.xls
Ch12Prob7

		LIBOR at		Settlement Price		Short Futures Profit		Long Futures Profit

		Expiration		fT = [(100 - LIBOR(.25))/100]($1M)		[$986250-fT]		[fT - $986250]

		4.75		988125		-1875		1875

		5		987500		-1250		1250

		5.25		986875		-625		625

		5.5		986250		0		0

		5.75		985625		625		-625

		6		985000		1250		-1250

		6.25		984375		1875		-1875





Ch12Prob12

		LIBOR		Short FRA		Long FRA

				Agreement		Agreement

		0.04		-48833		48833

		0.045		-24387		24387

		0.05		0		0

		0.055		24328		-24328

		0.06		48596		-48596





Ch12Prob15

		Date		RD		Futures Price		Initial Margin		Value of Equity Account		Deposit Required on Maintenance Margin		Value of Equity

										M0 + (futures Price - 987500)		Max[Initial Margin - Value of Account, 0]		Account with Deposit

		1-Mar		5		987500		49375		49375		0		49375

		2-Mar		5.1		987250		49375		49125		250		49375

		3-Mar		5.2		987000		49375		48875		500		49375

		4-Mar		5		987500		49375		49375		0		49375

		5-Mar		4.8		988000		49375		49875		0		49875

		8-Mar		4.7		988250		49375		50125		0		50125

		9-Mar		5		987500		49375		49375		0		49375





Ch12Prob16

		RD		fT = ST		Futures Profit		T-Bill Sale		Hedged Revenue

						10(985000-fT)		(10)(ST)		T-Bill Sale + Futures Profit

		5		987500		-25000		9875000		9850000

		6		985000		0		9850000		9850000

		7		982500		25000		9825000		9850000





ch12prob17

		RD		fT = ST		Futures Profit		T-Bill Cost		Hedged Cost

						10(fT - 987500)		(10)(ST)		T-Bill Cost - Futures Profit

		4		990000		25000		9900000		9875000

		5		987500		0		9875000		9875000

		6		985000		-25000		9850000		9875000





Ch12Prob18

		LIBOR		Sun National Payoff		Cagle Payoff		Cagle CD Investment		CF at CD Maturity		Hedged Rate

								$10M + FRA Payoff		CD Investment(1+LIBOR(90/365))		[(CF at Maturity/$10M) - 1](365/90)

		0.05		-12179		12179		10012179		10135616		0.0550

		0.0525		-6086		6086		10006086		10135616		0.0550

		0.055		0		0		10000000		10135616		0.0550

		0.0575		6078		-6078		9993922		10135616		0.0550

		0.06		12149		-12149		9987851		10135616		0.0550





Ch12prob19

		LIBOR		Sun National Payoff		Eurodollar Settlement		Cash Flow from Eurodollar futures		Net Position

				FRA		Price: ST = 100 - LIBOR(.25)		(10)([ST-98.625]/100)($1M)		Eurodollar + FRA

		0.05		-12179		98.7500		12500		321

		0.0525		-6086		98.6875		6250		164

		0.055		0		98.6250		0		0

		0.0575		6078		98.5625		-6250		-172

		0.06		12149		98.5000		-12500		-351





Prudent

		1		2		3		4		5		6

		Spot Discount Rates		Spot Price = Futures Price at T		Call Profit/Loss		Hedged Investment Funds		Number of Bills		YTM

		RD %		$		$		$5M +Col 3    $		Col (4)/Col(2)		%

		6		985000		11250		9011250		9.1484771574		6.78

		6.25		984375		5625		9005625		9.1485714286		6.79

		6.5		983750		0		9000000		9.1486658196		6.79

		7		982500		-11250		8988750		9.1488549618		6.80

		7.5		981250		-11250		8988750		9.1605095541		7.35

		8		980000		-11250		8988750		9.1721938776		7.90

		Call Profit = 9[Max(fT-$982,500,0]-$11,250

		YTM =  [(Number of Bills)($1M)/$9M]^365/91





Prudential

				Company's Investment: $9M at LIBOR for 90 days (.25 per year)

				Interest Rate Put Option: Exercise Rate = 7%, Reference Rate = LIBOR, NP = $9M, time period = .25,

				Cost of Option = $50,000, payable at T

		1		2		3		4		5		6

		LIBOR		Interest Rate Put		Cost of the Option at T		Interest Received on		Revenues at Maturity		Annualized Hedged Rate

				Payoff: $9M[Max[.07-LIBOR,0](.25)		$50,000		CD at its Maturity		Col (2) + Col 4		4[Col (5)/($9M+Col (3))]

								(LIBOR)(.25)($9,000,000)

		0.06		22500		50000		135000		157500		0.0696132597

		0.065		11250		50000		146250		157500		0.0696132597

		0.07		0		50000		157500		157500		0.0696132597

		0.075		0		50000		168750		168750		0.0745856354

		0.08		0		50000		180000		180000		0.079558011





JRLoan

				Company's Loan: $16M at LIBOR+150BP for 270 days (.75 per year)

				Interest Rate Call Option: Exercise Rate = 10%, Reference Rate = LIBOR, NP = $16M, Time Period = .75

				Cost of Option = $75,000, payable at T.

		1		2		3		4		5		6

		LIBOR		Interest Rate Call		Cost of the Option at T		Interest Paid on		Cost at Maturity		Annualized Hedged Rate

				Payoff: $16M[Max[LIBOR-.10,0](.75)		$75,000		Loan at its Maturity		Col (4) - Col (2)		(1/.75)[Col (5)/($16M-Col (3))]

								(LIBOR+150BP)(.75)($16M)

		0.08		0		75000		1140000		1140000		0.0954

		0.09		0		75000		1260000		1260000		0.1055

		0.1		0		75000		1380000		1380000		0.1155

		0.11		120000		75000		1500000		1380000		0.1155

		0.115		180000		75000		1560000		1380000		0.1155

		0.12		240000		75000		1620000		1380000		0.1155





RobertFut

		1		2		3		4		5		6		7

		Date		LIBOR		Futures settlement price:		Futures Profit***		Quarterly Interest		Hedged Debt		Hedged Rate

						fT = 100-LIBOR(.25)		profit = [(fo-fT)/100]($1M)(15)		.25[(LIBOR+1)/100]($15M)		Col 5 - Col 4		[(4)(Col 6)]/$15M

		20-Dec		0.085						356250		356250		0.095

		20-Mar		0.1		97.5		37500		412500		375000		0.1

		20-Jun		0.09		97.75		37500		375000		337500		0.09

						*** fo(3/20) = 100-9(.25) = 97.75

						*** fo(6/20) = 100-8(.25) = 98





RobertsCap

		1		2		3		4		5		6		7

		Date		LIBOR		Cap Payoff on Payment Date		Quarterly Interest		Hedged Debt		Hedged Rate		Unhedged Rate

						Max[LIBOR-.095,0]($15M)(.25)		.25[(LIBOR+1)/100]($15M)		Col 4 - Col 3		[(4)(Col 5)]/$15M		[(4)(Col 4)]/$15M

		20-Dec		0.085

		20-Mar		0.1		0		356250		356250		0.095		0.095

		20-Jun		0.09		18750		412500		393750		0.105		0.11

		20-Sep				0		375000		375000		0.1		0.1





ABCFloor

		

		1		2		3		4		5		6		7

		Reset Date		Assumed LIBOR		Interest Received  on Payment Date		Floor Payoff on Payment Date		Hedged Interest Income		Hedged Rate		Unhedged Rate

						(LIBOR + 150BP)(.25)($15M)		Max[.07-LIBOR,0](.25)($15M)		Col. (3) + Col. (4)		4[Col (5)/$50M]		LIBOR + 150BP

		2003: 3/1		0.075

		2003: 6/1		0.07		337500		0		337500		0.09		0.09

		2003: 9/1		0.065		318750		0		318750		0.085		0.085

		2003: 12/1		0.06		300000		18750		318750		0.085		0.08

		2004: 3/1				281250		37500		318750		0.085		0.075





Swapa

		





Swap

		1		2		3		4		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Net Interest Paid

						Interest Payment*		Payer's Payment**		by Fixed-Rate Payer				Rate

												Column 3 - Column 4		2(Column 5)/10M

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		-50000		325000		0.065

		9/23/04		0.065		300000		325000		-25000		325000		0.065

		3/23/05		0.07		325000		325000		0		325000		0.065

		9/23/05		0.075		350000		325000		25000.0000000001		325000		0.065

				0.08		375000		325000		50000		325000		0.065

						400000		325000		75000		325000		0.065

		* (LIBOR/2)($10,000,000)





swapc

		1		2		3		4		3		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Interest Paid on		Effective Interest		Rate

						Interest Payment*		Payer's Payment**		by Floating-Rate Payer		Fixed-Rate Loan*		Paid		(2(Column(5))/$10M

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		50000		300000		250000		0.05

		9/23/04		0.065		300000		325000		25000		300000		275000		0.055

		3/23/05		0.07		325000		325000		0		300000		300000		0.06

		9/23/05		0.075		350000		325000		-25000.0000000001		300000		325000		0.065

				0.08		375000		325000		-50000		300000		350000		0.07

						400000		325000		-75000		300000		375000		0.075

		* (.06/2)($10,000,000)





Swapb

		1		2		3		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Net Interest Paid

								Payer's Payment**		by Fixed-Rate Payer

										Column 3 - Column 4		Column 3 - Column 5

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		-50000		50000

		9/23/04		0.065		300000		325000		-25000		25000

		3/23/05		0.07		325000		325000		0		0

		9/23/05		0.075		350000		325000		25000.0000000001		-25000.0000000001

				0.08		375000		325000		50000		-50000

						400000		325000		75000		-75000

		* (LIBOR/2)($10,000,000)

		** (.065/2)*($10,000,000)





1 2 3 4 5 6


Effective Dates LIBOR Floating-Rate Fixed-Rate Net Interest Received Net Interest Received


Payer's Payment* Payer's Payment** by Fixed-Rate Payer by Floating-Rate Payer


Column 3 - Column 4 Column 4 - Column 3


3/23/03


9/23/03 0.055


3/23/04 0.06 275000 325000 -50000 50000


9/23/04 0.065 300000 325000 -25000 25000


3/23/05 0.07 325000 325000 0 0


9/23/05 0.075 350000 325000 25000 -25000


0.08 375000 325000 50000 -50000


400000 325000 75000 -75000


* (LIBOR/2)($10,000,000)


** (.065/2)*($10,000,000)




MBD000463D3.xls

Prudent


			1			2			3			4			5			6


			Spot Discount Rates			Spot Price = Futures Price at T			Call Profit/Loss			Hedged Investment Funds			Number of Bills			YTM


			RD %			$			$			$5M +Col 3    $			Col (4)/Col(2)			%


			6			985000			11250			9011250			9.1484771574			6.78


			6.25			984375			5625			9005625			9.1485714286			6.79


			6.5			983750			0			9000000			9.1486658196			6.79


			7			982500			-11250			8988750			9.1488549618			6.80


			7.5			981250			-11250			8988750			9.1605095541			7.35


			8			980000			-11250			8988750			9.1721938776			7.90


			Call Profit = 9[Max(fT-$982,500,0]-$11,250


			YTM =  [(Number of Bills)($1M)/$9M]^365/91








Prudential


						Company's Investment: $9M at LIBOR for 90 days (.25 per year)


						Interest Rate Put Option: Exercise Rate = 7%, Reference Rate = LIBOR, NP = $9M, time period = .25,


						Cost of Option = $50,000, payable at T


			1			2			3			4			5			6


			LIBOR			Interest Rate Put			Cost of the Option at T			Interest Received on			Revenues at Maturity			Annualized Hedged Rate


						Payoff: $9M[Max[.07-LIBOR,0](.25)			$50,000			CD at its Maturity			Col (2) + Col 4			4[Col (5)/($9M+Col (3))]


												(LIBOR)(.25)($9,000,000)


			0.06			22500			50000			135000			157500			0.0696132597


			0.065			11250			50000			146250			157500			0.0696132597


			0.07			0			50000			157500			157500			0.0696132597


			0.075			0			50000			168750			168750			0.0745856354


			0.08			0			50000			180000			180000			0.079558011








JRLoan


						Company's Loan: $16M at LIBOR+150BP for 270 days (.75 per year)


						Interest Rate Call Option: Exercise Rate = 10%, Reference Rate = LIBOR, NP = $16M, Time Period = .75


						Cost of Option = $75,000, payable at T.


			1			2			3			4			5			6


			LIBOR			Interest Rate Call			Cost of the Option at T			Interest Paid on			Cost at Maturity			Annualized Hedged Rate


						Payoff: $16M[Max[LIBOR-.10,0](.75)			$75,000			Loan at its Maturity			Col (4) - Col (2)			(1/.75)[Col (5)/($16M-Col (3))]


												(LIBOR+150BP)(.75)($16M)


			0.08			0			75000			1140000			1140000			0.0954


			0.09			0			75000			1260000			1260000			0.1055


			0.1			0			75000			1380000			1380000			0.1155


			0.11			120000			75000			1500000			1380000			0.1155


			0.115			180000			75000			1560000			1380000			0.1155


			0.12			240000			75000			1620000			1380000			0.1155








RobertFut


			1			2			3			4			5			6			7


			Date			LIBOR			Futures settlement price:			Futures Profit***			Quarterly Interest			Hedged Debt			Hedged Rate


									fT = 100-LIBOR(.25)			profit = [(fo-fT)/100]($1M)(15)			.25[(LIBOR+1)/100]($15M)			Col 5 - Col 4			[(4)(Col 6)]/$15M


			20-Dec			0.085									356250			356250			0.095


			20-Mar			0.1			97.5			37500			412500			375000			0.1


			20-Jun			0.09			97.75			37500			375000			337500			0.09


									*** fo(3/20) = 100-9(.25) = 97.75


									*** fo(6/20) = 100-8(.25) = 98








RobertsCap


			1			2			3			4			5			6			7


			Date			LIBOR			Cap Payoff on Payment Date			Quarterly Interest			Hedged Debt			Hedged Rate			Unhedged Rate


									Max[LIBOR-.095,0]($15M)(.25)			.25[(LIBOR+1)/100]($15M)			Col 4 - Col 3			[(4)(Col 5)]/$15M			[(4)(Col 4)]/$15M


			20-Dec			0.085


			20-Mar			0.1			0			356250			356250			0.095			0.095


			20-Jun			0.09			18750			412500			393750			0.105			0.11


			20-Sep						0			375000			375000			0.1			0.1








ABCFloor


			


			1			2			3			4			5			6			7


			Reset Date			Assumed LIBOR			Interest Received  on Payment Date			Floor Payoff on Payment Date			Hedged Interest Income			Hedged Rate			Unhedged Rate


									(LIBOR + 150BP)(.25)($15M)			Max[.07-LIBOR,0](.25)($15M)			Col. (3) + Col. (4)			4[Col (5)/$50M]			LIBOR + 150BP


			2003: 3/1			0.075


			2003: 6/1			0.07			337500			0			337500			0.09			0.09


			2003: 9/1			0.065			318750			0			318750			0.085			0.085


			2003: 12/1			0.06			300000			18750			318750			0.085			0.08


			2004: 3/1						281250			37500			318750			0.085			0.075








Swap


			1			2			3			4			5			6


			Effective Dates			LIBOR			Floating-Rate			Fixed-Rate			Net Interest Received			Net Interest Received


									Payer's Payment*			Payer's Payment**			by Fixed-Rate Payer			by Floating-Rate Payer


															Column 3 - Column 4			Column 4 - Column 3


			3/23/03


			9/23/03			0.055


			3/23/04			0.06			275000			325000			-50000			50000


			9/23/04			0.065			300000			325000			-25000			25000


			3/23/05			0.07			325000			325000			0			0


			9/23/05			0.075			350000			325000			25000.0000000001			-25000.0000000001


						0.08			375000			325000			50000			-50000


									400000			325000			75000			-75000


			* (LIBOR/2)($10,000,000)


			** (.065/2)*($10,000,000)











_1102741128.unknown

_1102743250.unknown

_1102743484.unknown

_1102741790.unknown

_1102740067.xls
Ch12Prob7

		LIBOR at		Settlement Price		Short Futures Profit		Long Futures Profit

		Expiration

		4.75		988125		-1875		1875

		5		987500		-1250		1250

		5.25		986875		-625		625

		5.5		986250		0		0

		5.75		985625		625		-625

		6		985000		1250		-1250

		6.25		984375		1875		-1875





Ch12Prob12

		LIBOR		Short FRA		Long FRA

				Agreement		Agreement

		0.04		-48833		48833

		0.045		-24387		24387

		0.05		0		0

		0.055		24328		-24328

		0.06		48596		-48596





Ch12Prob15

		Date				Futures Price		Initial Margin		Value of Equity Account		Deposit Required on Maintenance Margin		Value of Equity

												Max[Initial Margin - Value of Account, 0]		Account with Deposit

		1-Mar		5		987500		49375		49375		0		49375

		2-Mar		5.1		987250		49375		49125		250		49375

		3-Mar		5.2		987000		49375		48875		500		49375

		4-Mar		5		987500		49375		49375		0		49375

		5-Mar		4.8		988000		49375		49875		0		49875

		8-Mar		4.7		988250		49375		50125		0		50125

		9-Mar		5		987500		49375		49375		0		49375





Ch12Prob16

						Futures Profit		T-Bill Sale		Hedged Revenue

										T-Bill Sale + Futures Profit

		5		987500		-25000		9875000		9850000

		6		985000		0		9850000		9850000

		7		982500		25000		9825000		9850000





ch12prob17

						Futures Profit		T-Bill Cost		Hedged Cost

										T-Bill Cost - Futures Profit

		4		990000		25000		9900000		9875000

		5		987500		0		9875000		9875000

		6		985000		-25000		9850000		9875000





Ch12Prob18

		LIBOR		Sun National Payoff		Cagle Payoff		Cagle CD Investment		CF at CD Maturity		Hedged Rate

								$10M + FRA Payoff		CD Investment(1+LIBOR(90/365))		[(CF at Maturity/$10M) - 1](365/90)

		0.05		-12179		12179		10012179		10135616		0.0550

		0.0525		-6086		6086		10006086		10135616		0.0550

		0.055		0		0		10000000		10135616		0.0550

		0.0575		6078		-6078		9993922		10135616		0.0550

		0.06		12149		-12149		9987851		10135616		0.0550





FRAeurCh12

		LIBOR		Sun National Payoff		Eurodollar Settlement		Cash Flow from Eurodollar futures		Net Position

				FRA		Price: ST = 100 - LIBOR(.25)		(10)([ST-fo]/100)(.25)($1M)		Eurodollar + FRA

		0.05		-12179		98.7500		12500.0000		321

		0.0525		-6086		98.6875		6250.0000		164

		0.055		0		98.6250		0.0000		0

		0.0575		6078		98.5625		-6250.0000		-172

		0.06		12149		98.5000		-12500.0000		-351





Prudent

		1		2		3		4		5		6

		Spot Discount Rates		Spot Price = Futures Price at T		Call Profit/Loss		Hedged Investment Funds		Number of Bills		YTM

		RD %		$		$		$5M +Col 3    $		Col (4)/Col(2)		%

		6		985000		11250		9011250		9.1484771574		6.78

		6.25		984375		5625		9005625		9.1485714286		6.79

		6.5		983750		0		9000000		9.1486658196		6.79

		7		982500		-11250		8988750		9.1488549618		6.80

		7.5		981250		-11250		8988750		9.1605095541		7.35

		8		980000		-11250		8988750		9.1721938776		7.90

		Call Profit = 9[Max(fT-$982,500,0]-$11,250

		YTM =  [(Number of Bills)($1M)/$9M]^365/91





Prudential

				Company's Investment: $9M at LIBOR for 90 days (.25 per year)

				Interest Rate Put Option: Exercise Rate = 7%, Reference Rate = LIBOR, NP = $9M, time period = .25,

				Cost of Option = $50,000, payable at T

		1		2		3		4		5		6

		LIBOR		Interest Rate Put		Cost of the Option at T		Interest Received on		Revenues at Maturity		Annualized Hedged Rate

				Payoff: $9M[Max[.07-LIBOR,0](.25)		$50,000		CD at its Maturity		Col (2) + Col 4		4[Col (5)/($9M+Col (3))]

								(LIBOR)(.25)($9,000,000)

		0.06		22500		50000		135000		157500		0.0696132597

		0.065		11250		50000		146250		157500		0.0696132597

		0.07		0		50000		157500		157500		0.0696132597

		0.075		0		50000		168750		168750		0.0745856354

		0.08		0		50000		180000		180000		0.079558011





JRLoan

				Company's Loan: $16M at LIBOR+150BP for 270 days (.75 per year)

				Interest Rate Call Option: Exercise Rate = 10%, Reference Rate = LIBOR, NP = $16M, Time Period = .75

				Cost of Option = $75,000, payable at T.

		1		2		3		4		5		6

		LIBOR		Interest Rate Call		Cost of the Option at T		Interest Paid on		Cost at Maturity		Annualized Hedged Rate

				Payoff: $16M[Max[LIBOR-.10,0](.75)		$75,000		Loan at its Maturity		Col (4) - Col (2)		(1/.75)[Col (5)/($16M-Col (3))]

								(LIBOR+150BP)(.75)($16M)

		0.08		0		75000		1140000		1140000		0.0954

		0.09		0		75000		1260000		1260000		0.1055

		0.1		0		75000		1380000		1380000		0.1155

		0.11		120000		75000		1500000		1380000		0.1155

		0.115		180000		75000		1560000		1380000		0.1155

		0.12		240000		75000		1620000		1380000		0.1155





RobertFut

		1		2		3		4		5		6		7

		Date		LIBOR		Futures settlement price:		Futures Profit***		Quarterly Interest		Hedged Debt		Hedged Rate

						fT = 100-LIBOR(.25)		profit = [(fo-fT)/100]($1M)(15)		.25[(LIBOR+1)/100]($15M)		Col 5 - Col 4		[(4)(Col 6)]/$15M

		20-Dec		0.085						356250		356250		0.095

		20-Mar		0.1		97.5		37500		412500		375000		0.1

		20-Jun		0.09		97.75		37500		375000		337500		0.09

						*** fo(3/20) = 100-9(.25) = 97.75

						*** fo(6/20) = 100-8(.25) = 98





RobertsCap

		1		2		3		4		5		6		7

		Date		LIBOR		Cap Payoff on Payment Date		Quarterly Interest		Hedged Debt		Hedged Rate		Unhedged Rate

						Max[LIBOR-.095,0]($15M)(.25)		.25[(LIBOR+1)/100]($15M)		Col 4 - Col 3		[(4)(Col 5)]/$15M		[(4)(Col 4)]/$15M

		20-Dec		0.085

		20-Mar		0.1		0		356250		356250		0.095		0.095

		20-Jun		0.09		18750		412500		393750		0.105		0.11

		20-Sep				0		375000		375000		0.1		0.1





ABCFloor

		

		1		2		3		4		5		6		7

		Reset Date		Assumed LIBOR		Interest Received  on Payment Date		Floor Payoff on Payment Date		Hedged Interest Income		Hedged Rate		Unhedged Rate

						(LIBOR + 150BP)(.25)($15M)		Max[.07-LIBOR,0](.25)($15M)		Col. (3) + Col. (4)		4[Col (5)/$50M]		LIBOR + 150BP

		2003: 3/1		0.075

		2003: 6/1		0.07		337500		0		337500		0.09		0.09

		2003: 9/1		0.065		318750		0		318750		0.085		0.085

		2003: 12/1		0.06		300000		18750		318750		0.085		0.08

		2004: 3/1				281250		37500		318750		0.085		0.075





Swapa

		





Swap

		1		2		3		4		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Net Interest Paid

						Interest Payment*		Payer's Payment**		by Fixed-Rate Payer				Rate

												Column 3 - Column 4		2(Column 5)/10M

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		-50000		325000		0.065

		9/23/04		0.065		300000		325000		-25000		325000		0.065

		3/23/05		0.07		325000		325000		0		325000		0.065

		9/23/05		0.075		350000		325000		25000.0000000001		325000		0.065

				0.08		375000		325000		50000		325000		0.065

						400000		325000		75000		325000		0.065

		* (LIBOR/2)($10,000,000)





swapc

		1		2		3		4		3		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Interest Paid on		Effective Interest		Rate

						Interest Payment*		Payer's Payment**		by Floating-Rate Payer		Fixed-Rate Loan*		Paid		(2(Column(5))/$10M

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		50000		300000		250000		0.05

		9/23/04		0.065		300000		325000		25000		300000		275000		0.055

		3/23/05		0.07		325000		325000		0		300000		300000		0.06

		9/23/05		0.075		350000		325000		-25000.0000000001		300000		325000		0.065

				0.08		375000		325000		-50000		300000		350000		0.07

						400000		325000		-75000		300000		375000		0.075

		* (.06/2)($10,000,000)





Swapb

		1		2		3		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Net Interest Paid

								Payer's Payment**		by Fixed-Rate Payer

										Column 3 - Column 4		Column 3 - Column 5

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		-50000		50000

		9/23/04		0.065		300000		325000		-25000		25000

		3/23/05		0.07		325000		325000		0		0

		9/23/05		0.075		350000		325000		25000.0000000001		-25000.0000000001

				0.08		375000		325000		50000		-50000

						400000		325000		75000		-75000

		* (LIBOR/2)($10,000,000)

		** (.065/2)*($10,000,000)





1 2 3 4 5 6


Effective Dates LIBOR Floating-Rate Fixed-Rate Net Interest Received Net Interest Received


Payer's Payment* Payer's Payment** by Fixed-Rate Payer by Floating-Rate Payer


Column 3 - Column 4 Column 4 - Column 3


3/23/03


9/23/03 0.055


3/23/04 0.06 275000 325000 -50000 50000


9/23/04 0.065 300000 325000 -25000 25000


3/23/05 0.07 325000 325000 0 0


9/23/05 0.075 350000 325000 25000 -25000


0.08 375000 325000 50000 -50000


400000 325000 75000 -75000


* (LIBOR/2)($10,000,000)


** (.065/2)*($10,000,000)




MBD000463D3.xls

Prudent


			1			2			3			4			5			6


			Spot Discount Rates			Spot Price = Futures Price at T			Call Profit/Loss			Hedged Investment Funds			Number of Bills			YTM


			RD %			$			$			$5M +Col 3    $			Col (4)/Col(2)			%


			6			985000			11250			9011250			9.1484771574			6.78


			6.25			984375			5625			9005625			9.1485714286			6.79


			6.5			983750			0			9000000			9.1486658196			6.79


			7			982500			-11250			8988750			9.1488549618			6.80


			7.5			981250			-11250			8988750			9.1605095541			7.35


			8			980000			-11250			8988750			9.1721938776			7.90


			Call Profit = 9[Max(fT-$982,500,0]-$11,250


			YTM =  [(Number of Bills)($1M)/$9M]^365/91








Prudential


						Company's Investment: $9M at LIBOR for 90 days (.25 per year)


						Interest Rate Put Option: Exercise Rate = 7%, Reference Rate = LIBOR, NP = $9M, time period = .25,


						Cost of Option = $50,000, payable at T


			1			2			3			4			5			6


			LIBOR			Interest Rate Put			Cost of the Option at T			Interest Received on			Revenues at Maturity			Annualized Hedged Rate


						Payoff: $9M[Max[.07-LIBOR,0](.25)			$50,000			CD at its Maturity			Col (2) + Col 4			4[Col (5)/($9M+Col (3))]


												(LIBOR)(.25)($9,000,000)


			0.06			22500			50000			135000			157500			0.0696132597


			0.065			11250			50000			146250			157500			0.0696132597


			0.07			0			50000			157500			157500			0.0696132597


			0.075			0			50000			168750			168750			0.0745856354


			0.08			0			50000			180000			180000			0.079558011








JRLoan


						Company's Loan: $16M at LIBOR+150BP for 270 days (.75 per year)


						Interest Rate Call Option: Exercise Rate = 10%, Reference Rate = LIBOR, NP = $16M, Time Period = .75


						Cost of Option = $75,000, payable at T.


			1			2			3			4			5			6


			LIBOR			Interest Rate Call			Cost of the Option at T			Interest Paid on			Cost at Maturity			Annualized Hedged Rate


						Payoff: $16M[Max[LIBOR-.10,0](.75)			$75,000			Loan at its Maturity			Col (4) - Col (2)			(1/.75)[Col (5)/($16M-Col (3))]


												(LIBOR+150BP)(.75)($16M)


			0.08			0			75000			1140000			1140000			0.0954


			0.09			0			75000			1260000			1260000			0.1055


			0.1			0			75000			1380000			1380000			0.1155


			0.11			120000			75000			1500000			1380000			0.1155


			0.115			180000			75000			1560000			1380000			0.1155


			0.12			240000			75000			1620000			1380000			0.1155








RobertFut


			1			2			3			4			5			6			7


			Date			LIBOR			Futures settlement price:			Futures Profit***			Quarterly Interest			Hedged Debt			Hedged Rate


									fT = 100-LIBOR(.25)			profit = [(fo-fT)/100]($1M)(15)			.25[(LIBOR+1)/100]($15M)			Col 5 - Col 4			[(4)(Col 6)]/$15M


			20-Dec			0.085									356250			356250			0.095


			20-Mar			0.1			97.5			37500			412500			375000			0.1


			20-Jun			0.09			97.75			37500			375000			337500			0.09


									*** fo(3/20) = 100-9(.25) = 97.75


									*** fo(6/20) = 100-8(.25) = 98








RobertsCap


			1			2			3			4			5			6			7


			Date			LIBOR			Cap Payoff on Payment Date			Quarterly Interest			Hedged Debt			Hedged Rate			Unhedged Rate


									Max[LIBOR-.095,0]($15M)(.25)			.25[(LIBOR+1)/100]($15M)			Col 4 - Col 3			[(4)(Col 5)]/$15M			[(4)(Col 4)]/$15M


			20-Dec			0.085


			20-Mar			0.1			0			356250			356250			0.095			0.095


			20-Jun			0.09			18750			412500			393750			0.105			0.11


			20-Sep						0			375000			375000			0.1			0.1








ABCFloor


			


			1			2			3			4			5			6			7


			Reset Date			Assumed LIBOR			Interest Received  on Payment Date			Floor Payoff on Payment Date			Hedged Interest Income			Hedged Rate			Unhedged Rate


									(LIBOR + 150BP)(.25)($15M)			Max[.07-LIBOR,0](.25)($15M)			Col. (3) + Col. (4)			4[Col (5)/$50M]			LIBOR + 150BP


			2003: 3/1			0.075


			2003: 6/1			0.07			337500			0			337500			0.09			0.09


			2003: 9/1			0.065			318750			0			318750			0.085			0.085


			2003: 12/1			0.06			300000			18750			318750			0.085			0.08


			2004: 3/1						281250			37500			318750			0.085			0.075








Swap


			1			2			3			4			5			6


			Effective Dates			LIBOR			Floating-Rate			Fixed-Rate			Net Interest Received			Net Interest Received


									Payer's Payment*			Payer's Payment**			by Fixed-Rate Payer			by Floating-Rate Payer


															Column 3 - Column 4			Column 4 - Column 3


			3/23/03


			9/23/03			0.055


			3/23/04			0.06			275000			325000			-50000			50000


			9/23/04			0.065			300000			325000			-25000			25000


			3/23/05			0.07			325000			325000			0			0


			9/23/05			0.075			350000			325000			25000.0000000001			-25000.0000000001


						0.08			375000			325000			50000			-50000


									400000			325000			75000			-75000


			* (LIBOR/2)($10,000,000)


			** (.065/2)*($10,000,000)











_1102740628.unknown

_1102737079.unknown

_1102737755.xls
Ch12Prob7

		LIBOR at		Settlement Price		Short Futures Profit		Long Futures Profit

		Expiration

		4.75		988125		-1875		1875

		5		987500		-1250		1250

		5.25		986875		-625		625

		5.5		986250		0		0

		5.75		985625		625		-625

		6		985000		1250		-1250

		6.25		984375		1875		-1875





Ch12Prob12

		LIBOR		Short FRA		Long FRA

				Agreement		Agreement

		0.04		-48833		48833

		0.045		-24387		24387

		0.05		0		0

		0.055		24328		-24328

		0.06		48596		-48596





Ch12Prob15

		Date				Futures Price		Initial Margin		Value of Equity Account		Deposit Required on Maintenance Margin		Value of Equity

												Max[Initial Margin - Value of Account, 0]		Account with Deposit

		1-Mar		5		987500		49375		49375		0		49375

		2-Mar		5.1		987250		49375		49125		250		49375

		3-Mar		5.2		987000		49375		48875		500		49375

		4-Mar		5		987500		49375		49375		0		49375

		5-Mar		4.8		988000		49375		49875		0		49875

		8-Mar		4.7		988250		49375		50125		0		50125

		9-Mar		5		987500		49375		49375		0		49375





Ch12Prob16

						Futures Profit		T-Bill Sale		Hedged Revenue

										T-Bill Sale + Futures Profit

		5		987500		-25000		9875000		9850000

		6		985000		0		9850000		9850000

		7		982500		25000		9825000		9850000





ch12prob17

						Futures Profit		T-Bill Cost		Hedged Cost

										T-Bill Cost - Futures Profit

		4		990000		25000		9900000		9875000

		5		987500		0		9875000		9875000

		6		985000		-25000		9850000		9875000





FRAch12prob

		LIBOR		Sun National Payoff		Cagle Payoff		Cagle CD Investment		CF at CD Maturity		Hedged Rate

								$10M + FRA Payoff		CD Investment(1+LIBOR(90/365))		((CF at Maturity/$10M) - 1)(365/90)

		0.05		-12179		12179		10012179		10135616		0.0550

		0.0525		-6086		6086		10006086		10135616		0.0550

		0.055		0		0		10000000		10135616		0.0550

		0.0575		6078		-6078		9993922		10135616		0.0550

		0.06		12149		-12149		9987851		10135616		0.0550





FRAeurCh12

		LIBOR		Sun National Payoff		Eurodollar Settlement		Cash Flow from Eurodollar futures		Net Position

				FRA		Price: ST = 100 - LIBOR(.25)		(10)([ST-fo]/100)(.25)($1M)		Eurodollar + FRA

		0.05		-12179		98.7500		12500.0000		321

		0.0525		-6086		98.6875		6250.0000		164

		0.055		0		98.6250		0.0000		0

		0.0575		6078		98.5625		-6250.0000		-172

		0.06		12149		98.5000		-12500.0000		-351





Prudent

		1		2		3		4		5		6

		Spot Discount Rates		Spot Price = Futures Price at T		Call Profit/Loss		Hedged Investment Funds		Number of Bills		YTM

		RD %		$		$		$5M +Col 3    $		Col (4)/Col(2)		%

		6		985000		11250		9011250		9.1484771574		6.78

		6.25		984375		5625		9005625		9.1485714286		6.79

		6.5		983750		0		9000000		9.1486658196		6.79

		7		982500		-11250		8988750		9.1488549618		6.80

		7.5		981250		-11250		8988750		9.1605095541		7.35

		8		980000		-11250		8988750		9.1721938776		7.90

		Call Profit = 9[Max(fT-$982,500,0]-$11,250

		YTM =  [(Number of Bills)($1M)/$9M]^365/91





Prudential

				Company's Investment: $9M at LIBOR for 90 days (.25 per year)

				Interest Rate Put Option: Exercise Rate = 7%, Reference Rate = LIBOR, NP = $9M, time period = .25,

				Cost of Option = $50,000, payable at T

		1		2		3		4		5		6

		LIBOR		Interest Rate Put		Cost of the Option at T		Interest Received on		Revenues at Maturity		Annualized Hedged Rate

				Payoff: $9M[Max[.07-LIBOR,0](.25)		$50,000		CD at its Maturity		Col (2) + Col 4		4[Col (5)/($9M+Col (3))]

								(LIBOR)(.25)($9,000,000)

		0.06		22500		50000		135000		157500		0.0696132597

		0.065		11250		50000		146250		157500		0.0696132597

		0.07		0		50000		157500		157500		0.0696132597

		0.075		0		50000		168750		168750		0.0745856354

		0.08		0		50000		180000		180000		0.079558011





JRLoan

				Company's Loan: $16M at LIBOR+150BP for 270 days (.75 per year)

				Interest Rate Call Option: Exercise Rate = 10%, Reference Rate = LIBOR, NP = $16M, Time Period = .75

				Cost of Option = $75,000, payable at T.

		1		2		3		4		5		6

		LIBOR		Interest Rate Call		Cost of the Option at T		Interest Paid on		Cost at Maturity		Annualized Hedged Rate

				Payoff: $16M[Max[LIBOR-.10,0](.75)		$75,000		Loan at its Maturity		Col (4) - Col (2)		(1/.75)[Col (5)/($16M-Col (3))]

								(LIBOR+150BP)(.75)($16M)

		0.08		0		75000		1140000		1140000		0.0954

		0.09		0		75000		1260000		1260000		0.1055

		0.1		0		75000		1380000		1380000		0.1155

		0.11		120000		75000		1500000		1380000		0.1155

		0.115		180000		75000		1560000		1380000		0.1155

		0.12		240000		75000		1620000		1380000		0.1155





RobertFut

		1		2		3		4		5		6		7

		Date		LIBOR		Futures settlement price:		Futures Profit***		Quarterly Interest		Hedged Debt		Hedged Rate

						fT = 100-LIBOR(.25)		profit = [(fo-fT)/100]($1M)(15)		.25[(LIBOR+1)/100]($15M)		Col 5 - Col 4		[(4)(Col 6)]/$15M

		20-Dec		0.085						356250		356250		0.095

		20-Mar		0.1		97.5		37500		412500		375000		0.1

		20-Jun		0.09		97.75		37500		375000		337500		0.09

						*** fo(3/20) = 100-9(.25) = 97.75

						*** fo(6/20) = 100-8(.25) = 98





RobertsCap

		1		2		3		4		5		6		7

		Date		LIBOR		Cap Payoff on Payment Date		Quarterly Interest		Hedged Debt		Hedged Rate		Unhedged Rate

						Max[LIBOR-.095,0]($15M)(.25)		.25[(LIBOR+1)/100]($15M)		Col 4 - Col 3		[(4)(Col 5)]/$15M		[(4)(Col 4)]/$15M

		20-Dec		0.085

		20-Mar		0.1		0		356250		356250		0.095		0.095

		20-Jun		0.09		18750		412500		393750		0.105		0.11

		20-Sep				0		375000		375000		0.1		0.1





ABCFloor

		

		1		2		3		4		5		6		7

		Reset Date		Assumed LIBOR		Interest Received  on Payment Date		Floor Payoff on Payment Date		Hedged Interest Income		Hedged Rate		Unhedged Rate

						(LIBOR + 150BP)(.25)($15M)		Max[.07-LIBOR,0](.25)($15M)		Col. (3) + Col. (4)		4[Col (5)/$50M]		LIBOR + 150BP

		2003: 3/1		0.075

		2003: 6/1		0.07		337500		0		337500		0.09		0.09

		2003: 9/1		0.065		318750		0		318750		0.085		0.085

		2003: 12/1		0.06		300000		18750		318750		0.085		0.08

		2004: 3/1				281250		37500		318750		0.085		0.075





Swapa

		





Swap

		1		2		3		4		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Net Interest Paid

						Interest Payment*		Payer's Payment**		by Fixed-Rate Payer				Rate

												Column 3 - Column 4		2(Column 5)/10M

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		-50000		325000		0.065

		9/23/04		0.065		300000		325000		-25000		325000		0.065

		3/23/05		0.07		325000		325000		0		325000		0.065

		9/23/05		0.075		350000		325000		25000.0000000001		325000		0.065

				0.08		375000		325000		50000		325000		0.065

						400000		325000		75000		325000		0.065

		* (LIBOR/2)($10,000,000)





swapc

		1		2		3		4		3		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Interest Paid on		Effective Interest		Rate

						Interest Payment*		Payer's Payment**		by Floating-Rate Payer		Fixed-Rate Loan*		Paid		(2(Column(5))/$10M

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		50000		300000		250000		0.05

		9/23/04		0.065		300000		325000		25000		300000		275000		0.055

		3/23/05		0.07		325000		325000		0		300000		300000		0.06

		9/23/05		0.075		350000		325000		-25000.0000000001		300000		325000		0.065

				0.08		375000		325000		-50000		300000		350000		0.07

						400000		325000		-75000		300000		375000		0.075

		* (.06/2)($10,000,000)





Swapb

		1		2		3		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Net Interest Paid

								Payer's Payment**		by Fixed-Rate Payer

										Column 3 - Column 4		Column 3 - Column 5

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		-50000		50000

		9/23/04		0.065		300000		325000		-25000		25000

		3/23/05		0.07		325000		325000		0		0

		9/23/05		0.075		350000		325000		25000.0000000001		-25000.0000000001

				0.08		375000		325000		50000		-50000

						400000		325000		75000		-75000

		* (LIBOR/2)($10,000,000)

		** (.065/2)*($10,000,000)





1 2 3 4 5 6


Effective Dates LIBOR Floating-Rate Fixed-Rate Net Interest Received Net Interest Received


Payer's Payment* Payer's Payment** by Fixed-Rate Payer by Floating-Rate Payer


Column 3 - Column 4 Column 4 - Column 3


3/23/03


9/23/03 0.055


3/23/04 0.06 275000 325000 -50000 50000


9/23/04 0.065 300000 325000 -25000 25000


3/23/05 0.07 325000 325000 0 0


9/23/05 0.075 350000 325000 25000 -25000


0.08 375000 325000 50000 -50000


400000 325000 75000 -75000


* (LIBOR/2)($10,000,000)


** (.065/2)*($10,000,000)




MBD000463D3.xls

Prudent


			1			2			3			4			5			6


			Spot Discount Rates			Spot Price = Futures Price at T			Call Profit/Loss			Hedged Investment Funds			Number of Bills			YTM


			RD %			$			$			$5M +Col 3    $			Col (4)/Col(2)			%


			6			985000			11250			9011250			9.1484771574			6.78


			6.25			984375			5625			9005625			9.1485714286			6.79


			6.5			983750			0			9000000			9.1486658196			6.79


			7			982500			-11250			8988750			9.1488549618			6.80


			7.5			981250			-11250			8988750			9.1605095541			7.35


			8			980000			-11250			8988750			9.1721938776			7.90


			Call Profit = 9[Max(fT-$982,500,0]-$11,250


			YTM =  [(Number of Bills)($1M)/$9M]^365/91








Prudential


						Company's Investment: $9M at LIBOR for 90 days (.25 per year)


						Interest Rate Put Option: Exercise Rate = 7%, Reference Rate = LIBOR, NP = $9M, time period = .25,


						Cost of Option = $50,000, payable at T


			1			2			3			4			5			6


			LIBOR			Interest Rate Put			Cost of the Option at T			Interest Received on			Revenues at Maturity			Annualized Hedged Rate


						Payoff: $9M[Max[.07-LIBOR,0](.25)			$50,000			CD at its Maturity			Col (2) + Col 4			4[Col (5)/($9M+Col (3))]


												(LIBOR)(.25)($9,000,000)


			0.06			22500			50000			135000			157500			0.0696132597


			0.065			11250			50000			146250			157500			0.0696132597


			0.07			0			50000			157500			157500			0.0696132597


			0.075			0			50000			168750			168750			0.0745856354


			0.08			0			50000			180000			180000			0.079558011








JRLoan


						Company's Loan: $16M at LIBOR+150BP for 270 days (.75 per year)


						Interest Rate Call Option: Exercise Rate = 10%, Reference Rate = LIBOR, NP = $16M, Time Period = .75


						Cost of Option = $75,000, payable at T.


			1			2			3			4			5			6


			LIBOR			Interest Rate Call			Cost of the Option at T			Interest Paid on			Cost at Maturity			Annualized Hedged Rate


						Payoff: $16M[Max[LIBOR-.10,0](.75)			$75,000			Loan at its Maturity			Col (4) - Col (2)			(1/.75)[Col (5)/($16M-Col (3))]


												(LIBOR+150BP)(.75)($16M)


			0.08			0			75000			1140000			1140000			0.0954


			0.09			0			75000			1260000			1260000			0.1055


			0.1			0			75000			1380000			1380000			0.1155


			0.11			120000			75000			1500000			1380000			0.1155


			0.115			180000			75000			1560000			1380000			0.1155


			0.12			240000			75000			1620000			1380000			0.1155








RobertFut


			1			2			3			4			5			6			7


			Date			LIBOR			Futures settlement price:			Futures Profit***			Quarterly Interest			Hedged Debt			Hedged Rate


									fT = 100-LIBOR(.25)			profit = [(fo-fT)/100]($1M)(15)			.25[(LIBOR+1)/100]($15M)			Col 5 - Col 4			[(4)(Col 6)]/$15M


			20-Dec			0.085									356250			356250			0.095


			20-Mar			0.1			97.5			37500			412500			375000			0.1


			20-Jun			0.09			97.75			37500			375000			337500			0.09


									*** fo(3/20) = 100-9(.25) = 97.75


									*** fo(6/20) = 100-8(.25) = 98








RobertsCap


			1			2			3			4			5			6			7


			Date			LIBOR			Cap Payoff on Payment Date			Quarterly Interest			Hedged Debt			Hedged Rate			Unhedged Rate


									Max[LIBOR-.095,0]($15M)(.25)			.25[(LIBOR+1)/100]($15M)			Col 4 - Col 3			[(4)(Col 5)]/$15M			[(4)(Col 4)]/$15M


			20-Dec			0.085


			20-Mar			0.1			0			356250			356250			0.095			0.095


			20-Jun			0.09			18750			412500			393750			0.105			0.11


			20-Sep						0			375000			375000			0.1			0.1








ABCFloor


			


			1			2			3			4			5			6			7


			Reset Date			Assumed LIBOR			Interest Received  on Payment Date			Floor Payoff on Payment Date			Hedged Interest Income			Hedged Rate			Unhedged Rate


									(LIBOR + 150BP)(.25)($15M)			Max[.07-LIBOR,0](.25)($15M)			Col. (3) + Col. (4)			4[Col (5)/$50M]			LIBOR + 150BP


			2003: 3/1			0.075


			2003: 6/1			0.07			337500			0			337500			0.09			0.09


			2003: 9/1			0.065			318750			0			318750			0.085			0.085


			2003: 12/1			0.06			300000			18750			318750			0.085			0.08


			2004: 3/1						281250			37500			318750			0.085			0.075








Swap


			1			2			3			4			5			6


			Effective Dates			LIBOR			Floating-Rate			Fixed-Rate			Net Interest Received			Net Interest Received


									Payer's Payment*			Payer's Payment**			by Fixed-Rate Payer			by Floating-Rate Payer


															Column 3 - Column 4			Column 4 - Column 3


			3/23/03


			9/23/03			0.055


			3/23/04			0.06			275000			325000			-50000			50000


			9/23/04			0.065			300000			325000			-25000			25000


			3/23/05			0.07			325000			325000			0			0


			9/23/05			0.075			350000			325000			25000.0000000001			-25000.0000000001


						0.08			375000			325000			50000			-50000


									400000			325000			75000			-75000


			* (LIBOR/2)($10,000,000)


			** (.065/2)*($10,000,000)











_1102736783.xls
Ch12Prob7

		LIBOR at		Settlement Price		Short Futures Profit		Long Futures Profit

		Expiration

		4.75		988125		-1875		1875

		5		987500		-1250		1250

		5.25		986875		-625		625

		5.5		986250		0		0

		5.75		985625		625		-625

		6		985000		1250		-1250

		6.25		984375		1875		-1875





Ch12Prob12

		LIBOR		Short FRA		Long FRA

				Agreement		Agreement

		0.04		-48833		48833

		0.045		-24387		24387

		0.05		0		0

		0.055		24328		-24328

		0.06		48596		-48596





Ch12Prob15

		Date				Futures Price		Initial Margin		Value of Equity Account		Deposit Required on Maintenance Margin		Value of Equity

												Max[Initial Margin - Value of Account, 0]		Account with Deposit

		1-Mar		5		987500		49375		49375		0		49375

		2-Mar		5.1		987250		49375		49125		250		49375

		3-Mar		5.2		987000		49375		48875		500		49375

		4-Mar		5		987500		49375		49375		0		49375

		5-Mar		4.8		988000		49375		49875		0		49875

		8-Mar		4.7		988250		49375		50125		0		50125

		9-Mar		5		987500		49375		49375		0		49375





Ch12Prob16

						Futures Profit		T-Bill Sale		Hedged Revenue

										T-Bill Sale + Futures Profit

		5		987500		-25000		9875000		9850000

		6		985000		0		9850000		9850000

		7		982500		25000		9825000		9850000





FRAch12prob

		LIBOR		Sun National Payoff		Cagle Payoff		Cagle CD Investment		CF at CD Maturity		Hedged Rate

								$10M + FRA Payoff		CD Investment(1+LIBOR(90/365))		((CF at Maturity/$10M) - 1)(365/90)

		0.05		-12179		12179		10012179		10135616		0.0550

		0.0525		-6086		6086		10006086		10135616		0.0550

		0.055		0		0		10000000		10135616		0.0550

		0.0575		6078		-6078		9993922		10135616		0.0550

		0.06		12149		-12149		9987851		10135616		0.0550





FRAeurCh12

		LIBOR		Sun National Payoff		Eurodollar Settlement		Cash Flow from Eurodollar futures		Net Position

				FRA		Price: ST = 100 - LIBOR(.25)		(10)([ST-fo]/100)(.25)($1M)		Eurodollar + FRA

		0.05		-12179		98.7500		12500.0000		321

		0.0525		-6086		98.6875		6250.0000		164

		0.055		0		98.6250		0.0000		0

		0.0575		6078		98.5625		-6250.0000		-172

		0.06		12149		98.5000		-12500.0000		-351





Prudent

		1		2		3		4		5		6

		Spot Discount Rates		Spot Price = Futures Price at T		Call Profit/Loss		Hedged Investment Funds		Number of Bills		YTM

		RD %		$		$		$5M +Col 3    $		Col (4)/Col(2)		%

		6		985000		11250		9011250		9.1484771574		6.78

		6.25		984375		5625		9005625		9.1485714286		6.79

		6.5		983750		0		9000000		9.1486658196		6.79

		7		982500		-11250		8988750		9.1488549618		6.80

		7.5		981250		-11250		8988750		9.1605095541		7.35

		8		980000		-11250		8988750		9.1721938776		7.90

		Call Profit = 9[Max(fT-$982,500,0]-$11,250

		YTM =  [(Number of Bills)($1M)/$9M]^365/91





Prudential

				Company's Investment: $9M at LIBOR for 90 days (.25 per year)

				Interest Rate Put Option: Exercise Rate = 7%, Reference Rate = LIBOR, NP = $9M, time period = .25,

				Cost of Option = $50,000, payable at T

		1		2		3		4		5		6

		LIBOR		Interest Rate Put		Cost of the Option at T		Interest Received on		Revenues at Maturity		Annualized Hedged Rate

				Payoff: $9M[Max[.07-LIBOR,0](.25)		$50,000		CD at its Maturity		Col (2) + Col 4		4[Col (5)/($9M+Col (3))]

								(LIBOR)(.25)($9,000,000)

		0.06		22500		50000		135000		157500		0.0696132597

		0.065		11250		50000		146250		157500		0.0696132597

		0.07		0		50000		157500		157500		0.0696132597

		0.075		0		50000		168750		168750		0.0745856354

		0.08		0		50000		180000		180000		0.079558011





JRLoan

				Company's Loan: $16M at LIBOR+150BP for 270 days (.75 per year)

				Interest Rate Call Option: Exercise Rate = 10%, Reference Rate = LIBOR, NP = $16M, Time Period = .75

				Cost of Option = $75,000, payable at T.

		1		2		3		4		5		6

		LIBOR		Interest Rate Call		Cost of the Option at T		Interest Paid on		Cost at Maturity		Annualized Hedged Rate

				Payoff: $16M[Max[LIBOR-.10,0](.75)		$75,000		Loan at its Maturity		Col (4) - Col (2)		(1/.75)[Col (5)/($16M-Col (3))]

								(LIBOR+150BP)(.75)($16M)

		0.08		0		75000		1140000		1140000		0.0954

		0.09		0		75000		1260000		1260000		0.1055

		0.1		0		75000		1380000		1380000		0.1155

		0.11		120000		75000		1500000		1380000		0.1155

		0.115		180000		75000		1560000		1380000		0.1155

		0.12		240000		75000		1620000		1380000		0.1155





RobertFut

		1		2		3		4		5		6		7

		Date		LIBOR		Futures settlement price:		Futures Profit***		Quarterly Interest		Hedged Debt		Hedged Rate

						fT = 100-LIBOR(.25)		profit = [(fo-fT)/100]($1M)(15)		.25[(LIBOR+1)/100]($15M)		Col 5 - Col 4		[(4)(Col 6)]/$15M

		20-Dec		0.085						356250		356250		0.095

		20-Mar		0.1		97.5		37500		412500		375000		0.1

		20-Jun		0.09		97.75		37500		375000		337500		0.09

						*** fo(3/20) = 100-9(.25) = 97.75

						*** fo(6/20) = 100-8(.25) = 98





RobertsCap

		1		2		3		4		5		6		7

		Date		LIBOR		Cap Payoff on Payment Date		Quarterly Interest		Hedged Debt		Hedged Rate		Unhedged Rate

						Max[LIBOR-.095,0]($15M)(.25)		.25[(LIBOR+1)/100]($15M)		Col 4 - Col 3		[(4)(Col 5)]/$15M		[(4)(Col 4)]/$15M

		20-Dec		0.085

		20-Mar		0.1		0		356250		356250		0.095		0.095

		20-Jun		0.09		18750		412500		393750		0.105		0.11

		20-Sep				0		375000		375000		0.1		0.1





ABCFloor

		

		1		2		3		4		5		6		7

		Reset Date		Assumed LIBOR		Interest Received  on Payment Date		Floor Payoff on Payment Date		Hedged Interest Income		Hedged Rate		Unhedged Rate

						(LIBOR + 150BP)(.25)($15M)		Max[.07-LIBOR,0](.25)($15M)		Col. (3) + Col. (4)		4[Col (5)/$50M]		LIBOR + 150BP

		2003: 3/1		0.075

		2003: 6/1		0.07		337500		0		337500		0.09		0.09

		2003: 9/1		0.065		318750		0		318750		0.085		0.085

		2003: 12/1		0.06		300000		18750		318750		0.085		0.08

		2004: 3/1				281250		37500		318750		0.085		0.075





Swapa

		





Swap

		1		2		3		4		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Net Interest Paid

						Interest Payment*		Payer's Payment**		by Fixed-Rate Payer				Rate

												Column 3 - Column 4		2(Column 5)/10M

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		-50000		325000		0.065

		9/23/04		0.065		300000		325000		-25000		325000		0.065

		3/23/05		0.07		325000		325000		0		325000		0.065

		9/23/05		0.075		350000		325000		25000.0000000001		325000		0.065

				0.08		375000		325000		50000		325000		0.065

						400000		325000		75000		325000		0.065

		* (LIBOR/2)($10,000,000)





swapc

		1		2		3		4		3		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Interest Paid on		Effective Interest		Rate

						Interest Payment*		Payer's Payment**		by Floating-Rate Payer		Fixed-Rate Loan*		Paid		(2(Column(5))/$10M

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		50000		300000		250000		0.05

		9/23/04		0.065		300000		325000		25000		300000		275000		0.055

		3/23/05		0.07		325000		325000		0		300000		300000		0.06

		9/23/05		0.075		350000		325000		-25000.0000000001		300000		325000		0.065

				0.08		375000		325000		-50000		300000		350000		0.07

						400000		325000		-75000		300000		375000		0.075

		* (.06/2)($10,000,000)





Swapb

		1		2		3		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Net Interest Paid

								Payer's Payment**		by Fixed-Rate Payer

										Column 3 - Column 4		Column 3 - Column 5

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		-50000		50000

		9/23/04		0.065		300000		325000		-25000		25000

		3/23/05		0.07		325000		325000		0		0

		9/23/05		0.075		350000		325000		25000.0000000001		-25000.0000000001

				0.08		375000		325000		50000		-50000

						400000		325000		75000		-75000

		* (LIBOR/2)($10,000,000)

		** (.065/2)*($10,000,000)





1 2 3 4 5 6


Effective Dates LIBOR Floating-Rate Fixed-Rate Net Interest Received Net Interest Received


Payer's Payment* Payer's Payment** by Fixed-Rate Payer by Floating-Rate Payer


Column 3 - Column 4 Column 4 - Column 3


3/23/03


9/23/03 0.055


3/23/04 0.06 275000 325000 -50000 50000


9/23/04 0.065 300000 325000 -25000 25000


3/23/05 0.07 325000 325000 0 0


9/23/05 0.075 350000 325000 25000 -25000


0.08 375000 325000 50000 -50000


400000 325000 75000 -75000


* (LIBOR/2)($10,000,000)


** (.065/2)*($10,000,000)




MBD000463D3.xls

Prudent


			1			2			3			4			5			6


			Spot Discount Rates			Spot Price = Futures Price at T			Call Profit/Loss			Hedged Investment Funds			Number of Bills			YTM


			RD %			$			$			$5M +Col 3    $			Col (4)/Col(2)			%


			6			985000			11250			9011250			9.1484771574			6.78


			6.25			984375			5625			9005625			9.1485714286			6.79


			6.5			983750			0			9000000			9.1486658196			6.79


			7			982500			-11250			8988750			9.1488549618			6.80


			7.5			981250			-11250			8988750			9.1605095541			7.35


			8			980000			-11250			8988750			9.1721938776			7.90


			Call Profit = 9[Max(fT-$982,500,0]-$11,250


			YTM =  [(Number of Bills)($1M)/$9M]^365/91








Prudential


						Company's Investment: $9M at LIBOR for 90 days (.25 per year)


						Interest Rate Put Option: Exercise Rate = 7%, Reference Rate = LIBOR, NP = $9M, time period = .25,


						Cost of Option = $50,000, payable at T


			1			2			3			4			5			6


			LIBOR			Interest Rate Put			Cost of the Option at T			Interest Received on			Revenues at Maturity			Annualized Hedged Rate


						Payoff: $9M[Max[.07-LIBOR,0](.25)			$50,000			CD at its Maturity			Col (2) + Col 4			4[Col (5)/($9M+Col (3))]


												(LIBOR)(.25)($9,000,000)


			0.06			22500			50000			135000			157500			0.0696132597


			0.065			11250			50000			146250			157500			0.0696132597


			0.07			0			50000			157500			157500			0.0696132597


			0.075			0			50000			168750			168750			0.0745856354


			0.08			0			50000			180000			180000			0.079558011








JRLoan


						Company's Loan: $16M at LIBOR+150BP for 270 days (.75 per year)


						Interest Rate Call Option: Exercise Rate = 10%, Reference Rate = LIBOR, NP = $16M, Time Period = .75


						Cost of Option = $75,000, payable at T.


			1			2			3			4			5			6


			LIBOR			Interest Rate Call			Cost of the Option at T			Interest Paid on			Cost at Maturity			Annualized Hedged Rate


						Payoff: $16M[Max[LIBOR-.10,0](.75)			$75,000			Loan at its Maturity			Col (4) - Col (2)			(1/.75)[Col (5)/($16M-Col (3))]


												(LIBOR+150BP)(.75)($16M)


			0.08			0			75000			1140000			1140000			0.0954


			0.09			0			75000			1260000			1260000			0.1055


			0.1			0			75000			1380000			1380000			0.1155


			0.11			120000			75000			1500000			1380000			0.1155


			0.115			180000			75000			1560000			1380000			0.1155


			0.12			240000			75000			1620000			1380000			0.1155








RobertFut


			1			2			3			4			5			6			7


			Date			LIBOR			Futures settlement price:			Futures Profit***			Quarterly Interest			Hedged Debt			Hedged Rate


									fT = 100-LIBOR(.25)			profit = [(fo-fT)/100]($1M)(15)			.25[(LIBOR+1)/100]($15M)			Col 5 - Col 4			[(4)(Col 6)]/$15M


			20-Dec			0.085									356250			356250			0.095


			20-Mar			0.1			97.5			37500			412500			375000			0.1


			20-Jun			0.09			97.75			37500			375000			337500			0.09


									*** fo(3/20) = 100-9(.25) = 97.75


									*** fo(6/20) = 100-8(.25) = 98








RobertsCap


			1			2			3			4			5			6			7


			Date			LIBOR			Cap Payoff on Payment Date			Quarterly Interest			Hedged Debt			Hedged Rate			Unhedged Rate


									Max[LIBOR-.095,0]($15M)(.25)			.25[(LIBOR+1)/100]($15M)			Col 4 - Col 3			[(4)(Col 5)]/$15M			[(4)(Col 4)]/$15M


			20-Dec			0.085


			20-Mar			0.1			0			356250			356250			0.095			0.095


			20-Jun			0.09			18750			412500			393750			0.105			0.11


			20-Sep						0			375000			375000			0.1			0.1








ABCFloor


			


			1			2			3			4			5			6			7


			Reset Date			Assumed LIBOR			Interest Received  on Payment Date			Floor Payoff on Payment Date			Hedged Interest Income			Hedged Rate			Unhedged Rate


									(LIBOR + 150BP)(.25)($15M)			Max[.07-LIBOR,0](.25)($15M)			Col. (3) + Col. (4)			4[Col (5)/$50M]			LIBOR + 150BP


			2003: 3/1			0.075


			2003: 6/1			0.07			337500			0			337500			0.09			0.09


			2003: 9/1			0.065			318750			0			318750			0.085			0.085


			2003: 12/1			0.06			300000			18750			318750			0.085			0.08


			2004: 3/1						281250			37500			318750			0.085			0.075








Swap


			1			2			3			4			5			6


			Effective Dates			LIBOR			Floating-Rate			Fixed-Rate			Net Interest Received			Net Interest Received


									Payer's Payment*			Payer's Payment**			by Fixed-Rate Payer			by Floating-Rate Payer


															Column 3 - Column 4			Column 4 - Column 3


			3/23/03


			9/23/03			0.055


			3/23/04			0.06			275000			325000			-50000			50000


			9/23/04			0.065			300000			325000			-25000			25000


			3/23/05			0.07			325000			325000			0			0


			9/23/05			0.075			350000			325000			25000.0000000001			-25000.0000000001


						0.08			375000			325000			50000			-50000


									400000			325000			75000			-75000


			* (LIBOR/2)($10,000,000)


			** (.065/2)*($10,000,000)











_1102720235.xls
Ch12Prob7

		LIBOR at		Settlement Price		Short Futures Profit		Long Futures Profit

		Expiration

		4.75		988125		-1875		1875

		5		987500		-1250		1250

		5.25		986875		-625		625

		5.5		986250		0		0

		5.75		985625		625		-625

		6		985000		1250		-1250

		6.25		984375		1875		-1875





FRAch12prob

		LIBOR		Sun National Payoff		Cagle Payoff		Cagle CD Investment		CF at CD Maturity		Hedged Rate

								$10M + FRA Payoff		CD Investment(1+LIBOR(90/365))		((CF at Maturity/$10M) - 1)(365/90)

		0.05		-12179		12179		10012179		10135616		0.0550

		0.0525		-6086		6086		10006086		10135616		0.0550

		0.055		0		0		10000000		10135616		0.0550

		0.0575		6078		-6078		9993922		10135616		0.0550

		0.06		12149		-12149		9987851		10135616		0.0550





FRAeurCh12

		LIBOR		Sun National Payoff		Eurodollar Settlement		Cash Flow from Eurodollar futures		Net Position

				FRA		Price: ST = 100 - LIBOR(.25)		(10)([ST-fo]/100)(.25)($1M)		Eurodollar + FRA

		0.05		-12179		98.7500		12500.0000		321

		0.0525		-6086		98.6875		6250.0000		164

		0.055		0		98.6250		0.0000		0

		0.0575		6078		98.5625		-6250.0000		-172

		0.06		12149		98.5000		-12500.0000		-351





Prudent

		1		2		3		4		5		6

		Spot Discount Rates		Spot Price = Futures Price at T		Call Profit/Loss		Hedged Investment Funds		Number of Bills		YTM

		RD %		$		$		$5M +Col 3    $		Col (4)/Col(2)		%

		6		985000		11250		9011250		9.1484771574		6.78

		6.25		984375		5625		9005625		9.1485714286		6.79

		6.5		983750		0		9000000		9.1486658196		6.79

		7		982500		-11250		8988750		9.1488549618		6.80

		7.5		981250		-11250		8988750		9.1605095541		7.35

		8		980000		-11250		8988750		9.1721938776		7.90

		Call Profit = 9[Max(fT-$982,500,0]-$11,250

		YTM =  [(Number of Bills)($1M)/$9M]^365/91





Prudential

				Company's Investment: $9M at LIBOR for 90 days (.25 per year)

				Interest Rate Put Option: Exercise Rate = 7%, Reference Rate = LIBOR, NP = $9M, time period = .25,

				Cost of Option = $50,000, payable at T

		1		2		3		4		5		6

		LIBOR		Interest Rate Put		Cost of the Option at T		Interest Received on		Revenues at Maturity		Annualized Hedged Rate

				Payoff: $9M[Max[.07-LIBOR,0](.25)		$50,000		CD at its Maturity		Col (2) + Col 4		4[Col (5)/($9M+Col (3))]

								(LIBOR)(.25)($9,000,000)

		0.06		22500		50000		135000		157500		0.0696132597

		0.065		11250		50000		146250		157500		0.0696132597

		0.07		0		50000		157500		157500		0.0696132597

		0.075		0		50000		168750		168750		0.0745856354

		0.08		0		50000		180000		180000		0.079558011





JRLoan

				Company's Loan: $16M at LIBOR+150BP for 270 days (.75 per year)

				Interest Rate Call Option: Exercise Rate = 10%, Reference Rate = LIBOR, NP = $16M, Time Period = .75

				Cost of Option = $75,000, payable at T.

		1		2		3		4		5		6

		LIBOR		Interest Rate Call		Cost of the Option at T		Interest Paid on		Cost at Maturity		Annualized Hedged Rate

				Payoff: $16M[Max[LIBOR-.10,0](.75)		$75,000		Loan at its Maturity		Col (4) - Col (2)		(1/.75)[Col (5)/($16M-Col (3))]

								(LIBOR+150BP)(.75)($16M)

		0.08		0		75000		1140000		1140000		0.0954

		0.09		0		75000		1260000		1260000		0.1055

		0.1		0		75000		1380000		1380000		0.1155

		0.11		120000		75000		1500000		1380000		0.1155

		0.115		180000		75000		1560000		1380000		0.1155

		0.12		240000		75000		1620000		1380000		0.1155





RobertFut

		1		2		3		4		5		6		7

		Date		LIBOR		Futures settlement price:		Futures Profit***		Quarterly Interest		Hedged Debt		Hedged Rate

						fT = 100-LIBOR(.25)		profit = [(fo-fT)/100]($1M)(15)		.25[(LIBOR+1)/100]($15M)		Col 5 - Col 4		[(4)(Col 6)]/$15M

		20-Dec		0.085						356250		356250		0.095

		20-Mar		0.1		97.5		37500		412500		375000		0.1

		20-Jun		0.09		97.75		37500		375000		337500		0.09

						*** fo(3/20) = 100-9(.25) = 97.75

						*** fo(6/20) = 100-8(.25) = 98





RobertsCap

		1		2		3		4		5		6		7

		Date		LIBOR		Cap Payoff on Payment Date		Quarterly Interest		Hedged Debt		Hedged Rate		Unhedged Rate

						Max[LIBOR-.095,0]($15M)(.25)		.25[(LIBOR+1)/100]($15M)		Col 4 - Col 3		[(4)(Col 5)]/$15M		[(4)(Col 4)]/$15M

		20-Dec		0.085

		20-Mar		0.1		0		356250		356250		0.095		0.095

		20-Jun		0.09		18750		412500		393750		0.105		0.11

		20-Sep				0		375000		375000		0.1		0.1





ABCFloor

		

		1		2		3		4		5		6		7

		Reset Date		Assumed LIBOR		Interest Received  on Payment Date		Floor Payoff on Payment Date		Hedged Interest Income		Hedged Rate		Unhedged Rate

						(LIBOR + 150BP)(.25)($15M)		Max[.07-LIBOR,0](.25)($15M)		Col. (3) + Col. (4)		4[Col (5)/$50M]		LIBOR + 150BP

		2003: 3/1		0.075

		2003: 6/1		0.07		337500		0		337500		0.09		0.09

		2003: 9/1		0.065		318750		0		318750		0.085		0.085

		2003: 12/1		0.06		300000		18750		318750		0.085		0.08

		2004: 3/1				281250		37500		318750		0.085		0.075





Swapa

		





Swap

		1		2		3		4		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Net Interest Paid

						Interest Payment*		Payer's Payment**		by Fixed-Rate Payer				Rate

												Column 3 - Column 4		2(Column 5)/10M

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		-50000		325000		0.065

		9/23/04		0.065		300000		325000		-25000		325000		0.065

		3/23/05		0.07		325000		325000		0		325000		0.065

		9/23/05		0.075		350000		325000		25000.0000000001		325000		0.065

				0.08		375000		325000		50000		325000		0.065

						400000		325000		75000		325000		0.065

		* (LIBOR/2)($10,000,000)





swapc

		1		2		3		4		3		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Interest Paid on		Effective Interest		Rate

						Interest Payment*		Payer's Payment**		by Floating-Rate Payer		Fixed-Rate Loan*		Paid		(2(Column(5))/$10M

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		50000		300000		250000		0.05

		9/23/04		0.065		300000		325000		25000		300000		275000		0.055

		3/23/05		0.07		325000		325000		0		300000		300000		0.06

		9/23/05		0.075		350000		325000		-25000.0000000001		300000		325000		0.065

				0.08		375000		325000		-50000		300000		350000		0.07

						400000		325000		-75000		300000		375000		0.075

		* (.06/2)($10,000,000)





Swapb

		1		2		3		4		5		6

		Effective Dates		LIBOR		Floating-Rate		Fixed-Rate		Net Interest Received		Net Interest Paid

								Payer's Payment**		by Fixed-Rate Payer

										Column 3 - Column 4		Column 3 - Column 5

		3/23/03

		9/23/03		0.055

		3/23/04		0.06		275000		325000		-50000		50000

		9/23/04		0.065		300000		325000		-25000		25000

		3/23/05		0.07		325000		325000		0		0

		9/23/05		0.075		350000		325000		25000.0000000001		-25000.0000000001

				0.08		375000		325000		50000		-50000

						400000		325000		75000		-75000

		* (LIBOR/2)($10,000,000)

		** (.065/2)*($10,000,000)





1 2 3 4 5 6


Effective Dates LIBOR Floating-Rate Fixed-Rate Net Interest Received Net Interest Received


Payer's Payment* Payer's Payment** by Fixed-Rate Payer by Floating-Rate Payer


Column 3 - Column 4 Column 4 - Column 3


3/23/03


9/23/03 0.055


3/23/04 0.06 275000 325000 -50000 50000


9/23/04 0.065 300000 325000 -25000 25000


3/23/05 0.07 325000 325000 0 0


9/23/05 0.075 350000 325000 25000 -25000


0.08 375000 325000 50000 -50000


400000 325000 75000 -75000


* (LIBOR/2)($10,000,000)


** (.065/2)*($10,000,000)




MBD000463D3.xls

Prudent


			1			2			3			4			5			6


			Spot Discount Rates			Spot Price = Futures Price at T			Call Profit/Loss			Hedged Investment Funds			Number of Bills			YTM


			RD %			$			$			$5M +Col 3    $			Col (4)/Col(2)			%


			6			985000			11250			9011250			9.1484771574			6.78


			6.25			984375			5625			9005625			9.1485714286			6.79


			6.5			983750			0			9000000			9.1486658196			6.79


			7			982500			-11250			8988750			9.1488549618			6.80


			7.5			981250			-11250			8988750			9.1605095541			7.35


			8			980000			-11250			8988750			9.1721938776			7.90


			Call Profit = 9[Max(fT-$982,500,0]-$11,250


			YTM =  [(Number of Bills)($1M)/$9M]^365/91








Prudential


						Company's Investment: $9M at LIBOR for 90 days (.25 per year)


						Interest Rate Put Option: Exercise Rate = 7%, Reference Rate = LIBOR, NP = $9M, time period = .25,


						Cost of Option = $50,000, payable at T


			1			2			3			4			5			6


			LIBOR			Interest Rate Put			Cost of the Option at T			Interest Received on			Revenues at Maturity			Annualized Hedged Rate


						Payoff: $9M[Max[.07-LIBOR,0](.25)			$50,000			CD at its Maturity			Col (2) + Col 4			4[Col (5)/($9M+Col (3))]


												(LIBOR)(.25)($9,000,000)


			0.06			22500			50000			135000			157500			0.0696132597


			0.065			11250			50000			146250			157500			0.0696132597


			0.07			0			50000			157500			157500			0.0696132597


			0.075			0			50000			168750			168750			0.0745856354


			0.08			0			50000			180000			180000			0.079558011








JRLoan


						Company's Loan: $16M at LIBOR+150BP for 270 days (.75 per year)


						Interest Rate Call Option: Exercise Rate = 10%, Reference Rate = LIBOR, NP = $16M, Time Period = .75


						Cost of Option = $75,000, payable at T.


			1			2			3			4			5			6


			LIBOR			Interest Rate Call			Cost of the Option at T			Interest Paid on			Cost at Maturity			Annualized Hedged Rate


						Payoff: $16M[Max[LIBOR-.10,0](.75)			$75,000			Loan at its Maturity			Col (4) - Col (2)			(1/.75)[Col (5)/($16M-Col (3))]


												(LIBOR+150BP)(.75)($16M)


			0.08			0			75000			1140000			1140000			0.0954


			0.09			0			75000			1260000			1260000			0.1055


			0.1			0			75000			1380000			1380000			0.1155


			0.11			120000			75000			1500000			1380000			0.1155


			0.115			180000			75000			1560000			1380000			0.1155


			0.12			240000			75000			1620000			1380000			0.1155








RobertFut


			1			2			3			4			5			6			7


			Date			LIBOR			Futures settlement price:			Futures Profit***			Quarterly Interest			Hedged Debt			Hedged Rate


									fT = 100-LIBOR(.25)			profit = [(fo-fT)/100]($1M)(15)			.25[(LIBOR+1)/100]($15M)			Col 5 - Col 4			[(4)(Col 6)]/$15M


			20-Dec			0.085									356250			356250			0.095


			20-Mar			0.1			97.5			37500			412500			375000			0.1


			20-Jun			0.09			97.75			37500			375000			337500			0.09


									*** fo(3/20) = 100-9(.25) = 97.75


									*** fo(6/20) = 100-8(.25) = 98








RobertsCap


			1			2			3			4			5			6			7


			Date			LIBOR			Cap Payoff on Payment Date			Quarterly Interest			Hedged Debt			Hedged Rate			Unhedged Rate


									Max[LIBOR-.095,0]($15M)(.25)			.25[(LIBOR+1)/100]($15M)			Col 4 - Col 3			[(4)(Col 5)]/$15M			[(4)(Col 4)]/$15M


			20-Dec			0.085


			20-Mar			0.1			0			356250			356250			0.095			0.095


			20-Jun			0.09			18750			412500			393750			0.105			0.11


			20-Sep						0			375000			375000			0.1			0.1








ABCFloor


			


			1			2			3			4			5			6			7


			Reset Date			Assumed LIBOR			Interest Received  on Payment Date			Floor Payoff on Payment Date			Hedged Interest Income			Hedged Rate			Unhedged Rate


									(LIBOR + 150BP)(.25)($15M)			Max[.07-LIBOR,0](.25)($15M)			Col. (3) + Col. (4)			4[Col (5)/$50M]			LIBOR + 150BP


			2003: 3/1			0.075


			2003: 6/1			0.07			337500			0			337500			0.09			0.09


			2003: 9/1			0.065			318750			0			318750			0.085			0.085


			2003: 12/1			0.06			300000			18750			318750			0.085			0.08


			2004: 3/1						281250			37500			318750			0.085			0.075








Swap


			1			2			3			4			5			6


			Effective Dates			LIBOR			Floating-Rate			Fixed-Rate			Net Interest Received			Net Interest Received


									Payer's Payment*			Payer's Payment**			by Fixed-Rate Payer			by Floating-Rate Payer


															Column 3 - Column 4			Column 4 - Column 3


			3/23/03


			9/23/03			0.055


			3/23/04			0.06			275000			325000			-50000			50000


			9/23/04			0.065			300000			325000			-25000			25000


			3/23/05			0.07			325000			325000			0			0


			9/23/05			0.075			350000			325000			25000.0000000001			-25000.0000000001


						0.08			375000			325000			50000			-50000


									400000			325000			75000			-75000


			* (LIBOR/2)($10,000,000)


			** (.065/2)*($10,000,000)











_1102722703.unknown

_1102729215.unknown

_1102722343.unknown

_1102716968.unknown

_1102717661.unknown

_1102716835.unknown

_1079973817.unknown

