QUESTION 2
An interest rate swap is a derivative in which two counterparties exchange their existing obligations for their desired obligation. For instance, suppose company A is currently paying a fixed rate but desires to pay a floating rate because it believes that there is a likelihood that interest rates will rise over the coming years and intends to potentially benefit from a floating rate, while company B is currently paying a floating rate but it is pessimistic about the interest rates that they may fall in the coming years and therefore would like to hedge against this interest changes by entering into an interest rate swap with company A. The two companies therefore exchange their current obligations to the desired obligation. In case of a fall in interest rates, company B gains while company A suffers a loss. The two companies do not exchange payments directly but rather approach an intermediary, a bank. The bank in return for matching the two parties together, it takes a spread from the swap payments.
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Swaps are used to manage the risk of interest rate changes as they allow both parties in the swap to benefit from the interest payment exchange by getting better borrowing rates or desired terms of loan repayments, other than those offered by a bank.
MUST DO QUESTION
Cash conversion cycle = days of inventory outstanding + days of sales outstanding – days payables outstanding. 
Days of inventory outstanding= average inventory balance/ C.O.G.S * 365 days
                                                 = 230000/800000* 365 days 
                                                 = 105 days
Days of sales outstanding = average receivable balance/sales revenue* 365 days
                                          = 150000/1450000* 365 days
[bookmark: _GoBack]                                         = 38 days
Days payables outstanding = average payable balance/ C.O.G.S * 365 days
                                          = 65000/800000*365 days 
                                          = 30 days
Cash conversion cycle = 105+ 38- 30
                                     = 143 days   

								
