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SIXTH SEMESTER B.COM. DEGREE EXAMINATION, MAY 2015
PRINCIPLES OF FOREIGN EXCHANGE ~ Il (Revised)

Time: 3 Hours] [Max. Marks: 80

Instructions :1) Answerall the questions subject to internal choice.
2) Question No. 13 (Case Study) is compulsory.

SECTION-A

1. Answerany ten:
A) What is Foreign Exchange Market ?
B) Whatis Spread ?
C) What is Fixed Rate of Exchange ?
D) What s ‘Law of One Price’ ?

E) Give two points of distinction between depreciation and devaluation
of currency.

F) Give the meaning of Direct Quotation.
G) What is currency arbitrage ?
H) What is exposure ?
) Give the meaning of Hedging ?
J) Expand FEMA, and OTC.
K) Calculate spread percentage.
1 Dollar = Rs. 60.50 — Rs. 60.60.
L) Ascertain forward premium.
Spot rate 1 pound = Rs. 95.30.
60 days forward rate Rs. 95.80. (10x2=20)

P.T.O.
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SECTION-B

Answer any three of the following questions.

2.
3.

4.

Distinguish between forward trading and futures trading.
Give the merits of fluctuating rate system of exchange rate.

Find cross rate of Pound to Dollar and Dollar to Pound.
1 Pound =Rs. 90 1 Dollar = Rs. 60.

Explain in brief cross-credit swap.

Explain organisation of FEDAI.

. Spot rate of Dollar is Rs. 60. Inflation rate in India is 8%, and in America

it is 4%. Find out forward rate, after adjusting for inflation rates in two
countries. (5%x3=15)

SECTION-C

Answer any three, Question No. 13 (Case Study) iscompulsory :

8.
9.
10.

11.

Explain functions of foreign exchange market.

What is Exchange Rate ? Explain factors determining Exchange Rate.

Ascertain forward rates for following quotations :

Currency Spot Rate Forward points/PIPS
30Days 60Days 90 Days

*Dollarto Rupees  Rs. 62.50/70 20/40 2010 50/30

* Pound to Dollar $ 1.60/70 20/30 50/40 10/20

* Pound to Euro Euro 1.10/20  40/60 20/30 30/20

Critically evaluate principles of Purchase Power Parity Theory of exchange
rate determination. '
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) 12. Translate the following Balance Sheet under Historical rate and current
and non-current rate method :
Historical Rate : 1 Pound = Rs. 90
Current Rate : 1 Pound =Rs. 100
Balance Sheet (in Pounds)
Liabilities Amount Assets Amount
Equity 9,000 Fixed Assets 45,000
Long term loan 90,000 Stock 18,000
Current Liabilities 18,000 Bills receivables 36,000
Bank 18,000
1,17,000 1,17,000
13. Case Study (Compulsory):
You are importing goods worth Dollar 100.000 from America. Money
payable in Dollars after 90 days. Todays exchange rate is Rs. 60 per
Dollar. You expect Dollar to appreciate to Rs. 63 per Dollar.
You enter into a call option deal with the your Banker on following terms .
Premium Rs. 1/ Dollar
Strike price Rs. 61/ Dollar
If the market price after 90 days is
a) Rs. 59
b) Rs. 64
c) Rs. 61

Explain your decision to be

1) In the money — Buy the Dollar from Banker

2) Out of money — Buy the Dollar from market

3) Atthe money — Cost will be same from bank or market. (15x3=45)
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BRITMD: 1) eoa’@a’eaiogffa,d@’ag, DR JIT VIO,
2) 3213 (T 33) Z<plens)

TN - D

1. 5w 10 IJROR evgond:

A) 2Tied DD RRBBE womEeRd ?
B) 23003023 (Spread) o0m8e 2
C) Réﬁ QVATIOD TT D0TTE 9
D) *“&3 13e3 2o (Law of one price) 20386 ?
E) 330 ex352¢) (devaluation) =533 389 (depreciation) o>
[BYRNGIY 300.
F) ©Zg o (Direct Quotation)s egse S930.
G) 3SRoD oGS (Arbitrage) Q0T ?
H) 330@x03 (exposure) om3esd ?
) 3edestes (Hedging) &53F =) de@O.
J) &5onFEMA 353 OTC.
K) 2353080803 (spread) £5,838 S0R), o@OR0N0:
1 @0 = 8n. 60.50 — 8n. 60.60.
L) R0008 Q00303 TOH), FoRNBO0D |
Fv’z:%d 233 1 TRow® = de. 95.30.
60 O 803 £3¢3 3. 95.80. (10x2=20)
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PN - W

wewas Sondh Zrert evgo0:

2.

Rwonad sxed (forward trading) e8) ;e 83 (future) w008 FBANTS)
PR

WwEROR (Fluctuating) 003 BI85 2 e&ﬁm@ﬁ#@t 8920.

TPOT T30 TOT® TN BVT* FdB) TOoE* G i oo (Cross Rate)
BoOHROWD :

15P0@=08R.90 1m0 = dn. 60.

. BONg AR (cross-credit) W}, ROFTToN T[ORD.

D

. $%, (FEDAI) S Roqpt3sSoDd), 3920.

Q0RO BB ﬁtado%dd ddd&d TONEIR WOT'R SoRI 23@30335%
BOROHRCD ;

AT B33 1 woeT® = 3e. 60
Stacﬁoz%dd o0, yoU3T. (dramobo) 8%
523000500, (@oVT* ) 4% (5%3=15)

NN -3

Btz oesE, wuZord. BF Road 13 o,

8. HTed AT abad)ﬁegdoi) aodarﬁe:ag QDTOD.

9. 20 B3 o> ? DAFOOD OB, AGFF ORI 0BT DFON.
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10. 39N BSnen F0odS ddd&q BOROLROWD :

TR, R 233 0ol 3
30 HINL 60 HIRL 90 AT
* BT 0T
TRTOR Rs. 62.50/70 20/40 20/10 50/30
* PoE DB et $1.60/70 20/30 50/40 10/20

" TROER0W od0Be 03039 1.10/20  40/60 20/30 30/20

1. BT ISadb IBnIZ03>' (purchae power parity) Q=003 TS
ATRHOBNT), BoOTOFB0N 23237 0.

12. 378 Q63 o503 BB @) WITHRB Y b) i (current) o) By
(non-current) ﬁ%@ﬁﬁﬁq BRTOBOD.

DB ES: 1 TOow* = B, 90

ABB TO : 1 T20w* = 8.100
LS B (TPomTRO )
BABMOIND SR AR 2303
a8 43 9,000 ;%d SN 45,000
DR ON 90,000 =T8O TR 18,000
0O BREMOE 18,000 w7 dAFwer, 36,000
W 08° 18,000
1,17,000 1,17,000
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©30e0F00T Vezy Bowo® 100.000 [RIMTR), &R RRABRW,GTON0. 84
BEBI) 90 HINY I033 TR ARRSTNG, TS R0OT B . 60 B
TOOT® ﬁ DR e3RBOD eﬁmd BT 3 dn. 63 § Q0N ROLIRRT.

33 IO Q6P Ry 1, BT ERES WO BredR T (call option)
BINS RO 355083 Joees grondomnded .

000 T - Be. 1 T8 @woT*

ROER (strike) S dre. 61 B8 wowT®

90 DS So3T BLT'R FPTIBLIC 135030 FENT0ETT ;
a) dn. 59

b) cwn. 64

c) ow. .61

ROES T5oT 23,0803 007

1) 20ed SEadeoBT(Inthe money)

2) oD SBODATWHIR> (Out of money)

O3B 95 3L (At the money) DOUDTIR), DJORD.
3) DoedIB @ -
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