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Another method of dealing with unspecified settlement dates is by a swap deal. Thismethod is virtually always
cheaper than covering by way of forward options. A swap involvesthe simultaneous buying and selling of a
currency for different maturities. Swap deals usedfor forward cover are of two basic types : forward/forward and
spot/forward. In either case,the exporter begins by covering the foreign currency transaction forward to an
arbitrarily se-lected but fixed date, just as in an ordinary fixed-date forward contract. Then, if the precisesettlement
date is subsequently agreed before the initial forward contract matures, the origi-nal settlement date may be
extended to the exact date by a forward/forward swap. Alterna-tively, if an exact settlement date is not agreed by the
date when then initial forward contractmatures, the forward cover may be extended by a spot/forward swap. This
may sound quitecomplicated; a closer look shows that it is not all that difficult. A forward/forward swap, or forward
swap as it is sometimes called, is merely a pair offorward exchange contracts involving a forward purchase and a
forward sale of a currency,simultaneously entered into but for different maturities. 00 00 [0 [
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