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_____________________________________________________________________ 
Question # 1 (10 Points): Hermosa Beach Components, Inc., of California exports low-density light bulbs per year to 
Argentina under an import license. In Argentina the bulbs are sold for the Argentine peso equivalent price. The Argentine 
government has invited Hermosa to open a manufacturing plant so imported bulbs can be replaced by local production. Under the 
assumptions tables below, create a project viewpoint capital budget and a parent viewpoint capital budget. What do you conclude 
from your analysis? [Use the discrete version of the RPPP to project the future FX rates].   
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_____________________________________________________________________ 
Question # 2 (10 Points): Hermosa Beach Components, Inc., of California exports low-density light bulbs per year to 
Argentina under an import license. In Argentina the bulbs are sold for the Argentine peso equivalent price. The Argentine 
government has invited Hermosa to open a manufacturing plant so imported bulbs can be replaced by local production. Under the 
assumptions tables below, create a project viewpoint capital budget and a parent viewpoint capital budget. What do you conclude 
from your analysis? [Use the discrete version of the RPPP to project the future FX rates].  
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