
BLADES PLC PARITY RELATIONS IN INTERNATIONAL

Free Essay: International Finance FIE Case Study 2 â€“ Parity Relations in International Finance Instructions Students
should allocate.

Blades Revenue will decrease due to fixed price and quantity of Speedos. Since Blades generates net cash
inflows from its Thai operations, it will be negatively affected by PPP. Both groups of firms will likely be
forced to raise their prices if they want to maintain the same profit margin should inflation in Thailand
increase. Costruct a spreadshhet to compare the cash flows rsulting from 2 plans. S dollars? Related Interests.
If it is not appropriate, determine the profit you could generate for Blades by withdrawing? Both of these
factors suggest that the imperfect markets theory applies to Blades in the short run. Both groups of firms will
likely be forced to raise their prices if they want to maintain the same profit margin should inflation in
Thailand increase. The regression results could then be used to assess how the baht-dollar exchange rate may
be affected by the inflation differential between the U. What is the relationship between the exchange rates
and relative inflation levels of the two countries? How would it affect Blades relative to U. Ch4 1.
Consequently, costs will not be subject to the higher level of inflation in Thailand to a great extent and Blades
will probably not have to raise its prices to the same extent as Thai roller blade manufacturers or U. Holt has
obtained spot rate quotations from two banks in Thailand: Minzu Bank and Sobat Bank, both located in
Bangkok. Potential investor convert the currency? Under these conditions, Holt would like Blades to use some
form of arbitrage to take advantage of possible mispricing in the foreign exchange market. Geographical
distance may make monitoring very difficult. One point of concern for you is that there is a tradeoff between
higher interest rates in Thailand and the delayed conversion of Baht into dollars. How high level of inflation
and interest rates will effect Thai bat's value? Choose a unique business name for your team. First of all,
Blades would be exposed to currency fluctuations in the Thai baht. However, it states that the rate of change in
the prices of products should be similar. Arrangements whereby firms with differing inflation commit
themselves to the purchase of a fixed number of goods over a specified period of time will cause PPP not to
hold, at least in the short run. Considering that Blades is contemplating to eventually shift its sales to Thailand,
this could be a major competitive advantage. If they are not appropriate, determine the profit you could
generate by withdrawing? For example, if the baht will depreciate by 10 percent over the next year, the Thai
investment will render a yield of roughly 5 percent, while the company pays 10 percent interest on funds
borrowed in the U. For example, the dollar cost of imported inputs may become more expensive over time if
the baht appreciates even if Thai suppliers do not adjust their prices. A continued depreciation of the baht
means that the bahtdenominated revenue in Thailand will convert to fewer U. Blades cost of goods sold
generated in Thailand will increase as Thai exporters adjust their prices according to Thai inflation rates. How
could competition from firms in Thailand and from U. How high level of inflation and interest rates will effect
Thai bat's value? However, it states that the rate of change in the prices of products should be similar. An
exchange rate measures the value of one currency in units of another currency. Conversely, Blades cost of
goods sold incurred in Thailand is relatively small. Emphasis should be put on the presentation of the key
points and the overall professionalism of the presentation. Thus, the trade relationships between two countries
for these goods may not be affected by inflation rate differentials in the manner suggested by PPP. As
investors lost confidence in the Thai baht as a result of the political uncertainty, they withdrew their funds
from the country. Consequently, Blades sales to Thailand may increase 2.


