Chapter 20 Interest Rate Risk
Answer – Test your understanding 1

	The FRA:
	4%
	2%

	Interest payable: 30m x 4% x 8/12
	(800,000)
	

	30m x 2% x 8/12
	
	(400,000)

	Compensation receivable
	250,000
	

	Payable
	
	(150,000)

	Locked into the effective interest rate of 2.75%
	(550,000)
	(550,000)
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