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SIXTH SEMESTER B.COM. DEGREE EXAMINATION, MAY 2015
PRINCIPLES OF FOREIGN EXCHANGE - lll (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 is ‘Law of One Price’ 7«

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 ? -
I) 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)
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SECTION-B
Answer any three of the following questions.
2. Distinguish between forward trading and futures trading.
3. Give the merits of fluctuating rate system of exchange rate.

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

5. Explain in brief cross-credit swap.

6. Explain organisation of FEDAI.

7. 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. Explain functions of foreign exchange market.
9. What is Exchange Rate ? Explain factors determining Exchange Rate.

10. Ascertain forward rates for following quotations :
* Currency Spot Rate Forward points/PIPS
30Days 60Days 90 Days
*Dollarto Rupees  Rs. 62.50/70 20/40 20/10 50/30
- *PoundtoDollar  $1.60/70 20/30 5040  10/20
* Pound to Euro Euro 1.10/20 40/60 20/30 30/20

11. 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

13.

and non-current rate method :
Historical Rate : 1 Pound = Rs. 90
Current Rate : 1 Pound = Rs. 100

8418-F09-VISC-R-M-15

Balance Sheet (in Pounds) §

Liabilities Amount
Equity 9,000
- Longtermloan 90,000
Current Liabilities 18,000
1,17,000

Case Study (Compulsory):

Assets Amount
Fixed Assets 45,000
Stock 18,000
Bills receivables 36,000
Bank 18,000

1,17,000

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 7~

b) Rs.64 A
c) Rs.61 -
Explain your decision to be

1) Inthe money — Buy the Dollar from

.4'_’:%.‘_

/

Banker

2) Out of money — Buy the Dollar from market

3) Atthe money — Cost will be same from bank or market. (15x3=45)

Scanned by CamScanner



8418-F09~VISC—R—M—15 . |IVIH0NA00 A0 O OOy

R s
RALEO: 1) 0308 cadyt e.vivhsy, o, G ugol
2) H213 (¥ex 75) sagat:
PATA DT, S
1. Be5m 10 a_:;eiﬁ@ﬁ SO0 :

A) dT3ed DT a‘mdzﬁ% Q0TBeRd 9

B) #8@dbad(Spread) wodemy 9

C) AT DR 38 orSeRd

D) “%% w3ef doxasy” (Law of one price) Q0m8exd 9

E) 83R00 esmxiPe) (devaluation) =) AIBP (depreciation) TR
TIRNIDY 300,

F) ge;i @30 (Direct Quotation) s g 8920.

G) 850D doqsﬁu@i? (Arbitrage) wom8exh 2

H) 33003 (exposure) omded 9

1) 23edeztes (Hedging) wqﬁrd&l Qe&0.

J) 2300 FEMA &3 OTC.

K) 5000800 (spread) T332 ddddgt BORODEROMD :
1 oo = Tw. 60.50 —3n. 60.60.

L) SR000 26000335 ddddzt TR0 ;
RBT S 1 &Row* = de. 95.30.

60 OINE F0303 &3¢S B, 95.80. (10x2=20)
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2. Svond seeo (forward trading) 353 338 (future) 3,00R FBRRNE),
3P,

3. wBworLE (Fluctuating) Q=503 83 0w eSBRONTR), 39A0.

4. TPE* TB) BOT* TN BWT® R FPor* FT i 0 (Cross Rate)
ForRBOND :

13P0@=38».90 1 mwo* = dn. 60.
5. HONY DIR0T (cross-credit) 27}, BodTamon WOXD.
6. &% (FEDAI) S Rogpeasodos $ox0.

7. Q0B B8 BEarwWPE BORR, FONEsd Bowo's Boods 2360336.3
BoROHLBOD :

R B ¥3S 1 mowo® = 8r. 60
BT TS, yR03RY, (BRTOW) 8%
e5330e05TY, (BOT* ) 4% (5%3=15)

TN - 3
zemors osedlé, euBoR0. T3 Koaj 13 samod.
8. Ted VR0 WRBBEIOD FCFNFR) DFORD.

9. 2R BB DoW3ER> 7 DY BWORR), AFFORS LOBRIY, OTON.
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10. 89N ITNert Ro0s BoRy, Borxa0m0:

11.

12.

83D, B 13
* TV OOT
gron Rs. 62.50/70

* Por OB o' $ 1.60/70

* TOorETo B odnde 1.10/20

0 A A

30008 38

30 o3nsy 60 asnsd 90 Qsnsd

20/40 2010 50/30
20/30 50/40 10/20

40/60 20/30 30/20

‘BRT WSadb FRRIZ03)’ (purchae power parity) Q@O0 ~ieln]

&ago@ﬁﬁdgt BTN 23237 20.

39N DeRT Lo wgéo:oﬁgl a) 03ToxF &3 b) W (current) =083 AL

(non-current) au’ccﬂaén’de; BR0030RD.

20SToAT 00 1 TPo® = Bp. 90

atafaiel 1 JRoz* = 8».100
o a3E (FPor'sY))
BABMOIND ¥ ST S
a8 83 9,000 3 eyRED
OeaFoF BY TOONR 90,000 RTBO ORI
1300 BRFMNOOE 18,000 O AT’
%3'%05‘
1,17,000

SR
45,000
18,000
36,000
18,000

1,17,000
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13. 86 3 (dommpth): |

©30e0TR0T Vexy) wowo® 100.000 DRONII), T BRBBRHYZTH00. B4
smm 90 OINY I038 Tz a‘mdaﬂmhcﬁ mvc‘d 2003 23¢3 dra 60 T3
moc’ﬁ ad% BARFOD TFOT WOT'S 3¢ Be. 63 ii' DB BOYRDT.

B3 FTEIT) N ey Ve, W, 0BT°BRBS WLT'S ﬁmﬁod =90 (call option)
NS d@bmﬁ Santein daed PONLRRISE0 .

0T T3 - B, 1 B3 woT*
%3 (strike) 33 B, 61 F& mowT*

90 OINY J033 WOT'S BT830 Lot FPNS0STT ;
a) dwe. 59

b) dr. 64

c) dw. . 61

ROSS BFoT 13,080 000R

1) 2D6ed SBEoHwmOR(In the money)

2) Doed IB0HOTBIE (Out of money)

3) D0 SBWBITD L AL (At the money) RowdEsY HTORO.
(15x3=45)
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