
MATH 370Z                                 Additional Questions 11                           Name: 
Swaps 

1. The following table shows the forward prices for forward contracts with Stock ABC as the 
underlying asset: 

        
No. of Years to Expiration Forward Price 
1 $100 
2 110 
3 120 

     
     The following table shows the spot rates of interest: 

Term to Maturity (Years) Spot Rate 
1 3.0% 
2 3.5 
3 3.8 

       X is the level swap price under a 3-year swap contract with the same underlying asset. 
Determine X. 

       (A) $108.55 (B) $109.73  (C) $110.38  (D) $111.87  (E) #112.30 
       (P656 .1 )  
 
 
2. A one-year forward contract has a forward price of $90 and a two-year forward contract has a 

forward price of $95. The yield curve is flat at 5% effective per annum. X is the implicit 
borrowing and lending that occurs at the end of one year under a two-year swap contract with 
a level swap price. Determine X. 
(A) $2.06  (B) $2.13  (C) $2.35 (D) $2.44 (E) $2.56 
(P545. 3) 
 
 

3. Two interest rate forward contracts are available for interest payments due 1 and 2 years from 
now. The forward interest rates in these contracts are based on a one-year spot rate of 5% and 
a 2-year spot rate of 5.5%. X is the level swap interest rate in a 2-year interest rate swap 
contract that is equivalent to the two forward contracts. Determine X. 
(A) 5.15%  (B)  5.48%  (C)  6.07%  (D)  6.52%  (E)  6.90% 
(P545. 5) 
 
 

4. The one-year forward price is $140 and the two-year forward price is X. A two-year swap 
contract has a price of $152.55. The interest rate earned on a one-year zero-coupon bond is 
4% and on a two-year zero-coupon bond is 5%. Determine X. 
(A) $153.10  (B) $153.86  (C) $154.72  (D) $155.25  (E) $156.87 
(P545. 2) 
 
 

5. You are given the following information: 
One-year forward price=$120 
Two-year forward price=$130 



Two-year swap price=$124.81 
One-year spot rate of interest = 6% 
X is the one-year forward rare. Determine X. 
(A) 6.2%  (B)  6.5%  (C)  6.9%  (D) 7.2%  (E)  7.9% 
(P656. 4) 
 
 

6. Counterparty A and Counterparty B agree to swap $50 million loans. Counterpart A currently 
pays LIBOR +75 basis points, and Counterpart B currently pays 8% fixed. What is the net cash 
flow made between Counterparties A and B with respect to an annual interest payment in 
which the relevant value of LIBOR is 6% 
(A) $625,000 from B to A 
(B) $1,000,000 from B to A 
(C) $0 net cash flow is exchanged 
(D) $1,000,000 from A to B 
(E) $625,000 from A to B 
(P657. 9)  

      
 
 
 
Answer: BDBDE E 


