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Hey, Good Morvﬁmﬂ. \ —>

— YW, part 2 LUnK in post above) we
under stood three pillars of Dk
. Cosb Blow , Growtw, and RisXK -
— Today , We Wi deepdive on
Dick. omd Rick free Rate
— Bwr before we need to budd

Stvo M% foundaon.
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Risk. —>

_ Piek. — Tt ic derdakan from expected
Reavlded . Therefsve, both upside. or
down side. deriabon is RisK .

- RiSK awerce — n ValuaoHon, W
capume dak duvedtore e X
Averse . whWich meong trey are
ready —to take yisk_ for opproprale
Retwrn




Risk itn Dt~ —

_ RISk Jn Db 1e colerad wxa.uﬂh
diA counr Rake le- WACC

_ WACe ie weignted Avg cott of caphr=

wAcc (Ko)=({Kex E ] +[1Ld 0-DxD
Dr+E DYE

Lt start with cott oF Equity




Cost of Eq\u+7l —

_ IF d—ou. WLnand, Cost of debt i<
expudt le. wwiton on Lace of
debt Jnshument

— Bwr that 44 not e case wuthh
cost of Equi%/ . At 1S mpudt:
Mmeona nokt mendiomed oywhere.

Cost OF Equity = Relwrnd expected
(+or company) by EqQuity Shareholdevz
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Ke = R‘SK‘FY‘C—C_\_ Equiw < Bels

Rate RISK. )
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ehurna Je
Returns €xpecied a«RMume :&K S‘IZ“V\ -

withour mm‘wﬂ n Equ abic
Py R Mo.r\f.u-pzl-‘- Risi
CoMNY
we wuld teosn abaudt ERP +-bBeta Y2
Next Seition.



Rigx. free Role —>
Te is relwn on Rick free Tnveatment

Rist_free Tnvestmend-
J
Yree drom
yd T~—
Defoud Reinvestment-
L Risk. RisK_
No Rick of NO RiSK, dur to
defastt Reinved tment- .
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_ Tin order o coladale Rye\
free Rade ; we need V\eja-‘f—
Delewdt WsK ond Reinvest? RIS

— TTo Neqate Remvestment Risk
Keep Tenwe o} RiCK free Band
and Comtflaw prejection equal -
— Since we valua C—ompwy's codtr P
+or Perpeiﬂﬁw Bud- skl 10yr Band Rate
S pre_“-crmb\e_ dua to Kg\/\ej’c )u»q \;:ldj‘ry
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— Reduce defaudt €
pread
from Locad \Oyeor Govt &mwww

)-€ -

-
Qi:C\LR'ee_V\a}e,_ \oYear Tindiad
(in TINR) B Al - SetaulX

pand (O Spvread

Lt wderstand 3 w
o w.,s-bocalc.ukmk_
Trdias Defandt preod -
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What- is Defewd) Sprea.d 9

S0, we need o veduce dejesdr

Spread trom Imdion oy govt bard
yied .

Pecause pwbab'\lf{-'f tHad Ondian
government may Aejaulr 'S ot zero-

I+ s uw;lbf ossvmned A&IeiD\Ped
counhied Woa Zero pmba.bili’ry of dea}&uu'
*. tweir Oy gove vied = Risk free take .
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How to calaulale Delaultd Sprend
for dua

— There ore_ 3 waa& 10 colatate
Defoulk Rick. Spread &) Lndia .
() Credit detasulr Spread (CDS)
i) Compare. withh USD Band oF VSA.
(V) country Kadﬂ\g leaX wp Metad .
Lo Preakdousn ol Hiwree Melads
ene by e



Detontt Qp\re_a.d o} ndia —>
(D Credit Dejeustd Cpread (COQ)

— D¢ 1¢ Meadure of counby < dejeust”
Rick. ovd i \¢ broded in OTC

— CDS Rates ore Mu.aJh/ oJaoulable_

tnough Poid Blozmberg Ternmal .
— Indios €08 Rale — 2.£49Y.

¢ Taduod RisK free Rake (cOS meihod )
10Yest. Wndian bond — DS Spread

F-120 - 2--69 = L.ys/



[\) Couwntry Ratvyg LooKwmp —
— Tdias Country RaHng as per
crp s Baa3

Counivies is 1199

s Tnduol Rsk free Rale \;\,‘AO\AG(/L-BM-A
metnad 1g

@__ ).90‘/. = .22,
>

Anveshry . com.




i) Compore ULD Bevd —

Th twa melwad we Compare loyeas
LSO Bad dua by ousk counivy Wit

loyeat VD Band jcsvad by UsA .

By Soy Yndia KSued loy UCD & and
o \O\/./‘ whereay ,oy pBad b\/
VSA= F-85H.

Here , Lndia gave 2.57 exbra_ reiwn

on Same. bond dua o defandt RISK
of Lndua - .\ Defeult Spreod= 2:37
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_ Never do ‘ajovical Averoge of
Ris¥. free Rate .

— Risk free rade is curyency cpe,dl‘—r‘c
meond T} Yo atr&vowuuivxg on Wnduon
componyg M swict frowes . we need

1o colauloke and wae Risl Hree
Roate OF Switzerland and voe Lndio
De mind Ful of these Fachs
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2_ Tmportant tial g

(‘\) Start Wai'd/\?\/ﬂ free Fhauncial
Modeling Cowdte o OW ¥T crarvel

(1) Jein ous whaltapp commuy\?b-l
to get updared ond Ex daive
Tavile of Requiat LIVE Lestiona

( Ln of botha in commenk)
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-Hope_. Youw are eMjOYTVg aund

Lq_o.auﬁvg from taa Maaterdasd

Senea.

— T need mottvaHon -Bnmunﬂb\,
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Tt wild help e ‘o creale Mmore
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