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SIXTH SEMESTER B.COM. DEGREE EXAMINATION, MAY 2017
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 of the following : (10x2=20)
a) What is foreign exchange ?-
b) Whatis OTC ?

C) Whaf is Direct Quotation ?
d) What is Forward Rate ?
e) Name the types of Exposure.
f) What is Hedging ?
g) What is Exchange Rate 7
h) What is Fixed Rate ?
»i) Expand:
a) FEMA
b) FEDAI

- j) Ascertain forward premium:
Spot rate 1 pound =¥ 83.50
60 days Forward Rate = ¥ 84.20

[P.T.O.
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k) Whatis LORO ?

) Calculate spread percentage
1 Dollar=% 66.80 -3 67.20.

SECTION-B

Answerany three of the following : | - (5x3=15)

2. Explain in brief about Foreign Exchange Market.

3. Distinguish between depreciation and devaluation of currency.

4. Briefly explain the principles of Interest Parity Theory.

5. Find the cross rate between :
a) Pound to Dollar
b) Euro to Dollar
¢) INR (%) to Dollar
1 Pound=% 84
1 $ (Dollar) = ¥ 66
1€ (Euro) =% 70.

6. Explain organisation of FEDAI.
7. Explain the functions of clearing house.
SECTION-C
Answerany three. Q. No. 13 (Case study) is compulsory.

(1 5)(3:45)

8. Whatis Foreign Exchange Market ? Explain different functions of Foreign
Exchange Market.

9. Whatis Exchange Rate ? Explain the factors determining exchange rate.
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10. Ascertaiﬁ the Forward Rate for the following :

11.

Currency Spot Rate 30 days 60 days 90 days
£=3% 83.60/80 20/30 30/20 40/60
£=8% 1.80/90 30/40 ~ 20M10 10/40
€=% 1.20/30 30/50 30/20 20/30
¥ =SLKRs.  2.30/40 50/60 130/20 30/40

Explain different types of participants in Foreign Exchange Market.

12. Translate the following Balance Sheet under Historical Rate, Current

Rate and Current and Non-Current Rate method as on 31-03-2016 :
a) Historical ﬁate 1 $ (Dollar) =¥ 50 |
b) Current Rate 1 $ (Dollar) = Z 60.
Particulars ' Note Am_t. L4 |
I) Equity and Liabilities
1‘) Share holders funds‘

a) Share Capital 1 5,00,000
b) Reserves and Surplus -2 2,50,000
2) Long Term Liabilities o |
Long Térm Borrowings : .3 - 2,00,000
(Debentures) -
3) Current Liabilities 4 © 3,00,000
| © Total  12,50,000
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i) Assets
1) Non-Current Assets .

| Tangible Fixed Assets S 5,00,000
Investments 6 2,50,000

2) Current Assets |
Inventories 7 1,50,000
Trade Receivables 8 1,00,000
Cash and Cash Equivalents ‘ 9 2,50,000
Total 12,50,000

After translating the above Balance Sheet find the profit or loss.

13. Case Study (Compulsory) :

Namo is importing a machinery of 12,00,000$ (dollars) from America. Money
payable in dollar after 60 days. Today’s exchange rate is ¥66 per dollar.
Namo expects dollar to appreciate to ¥ 68 per dollar. :

He enter into a call option deal with his banker on the following terms :
Premium ¥ 1 per dollar

Strike Price ¥ 67 per dollar

Find out’ option price if the market price after 60 days is :
a) T 65 |

b) ¥ 69

c) T 67.

Explain your decision in :

1) Inthe money

2) Out of money

3) Atthe money.
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1. 36500 BR) YIriert evgon0: | o {10x2=20)
a) DTEd DTI0I oBTER0 ?
b) uws (OTC) Q0BT ?
c) =88 33(Direct Quotation) T e3¢ 390,
) 0008 TF R0mde ? |
e) 330BBFOD DTNTI, BRORD.
f) WedesTeo 0T3O ? .
g) DBed QAT To aoddé#o ?
h) &3 T8 0T3TER ?
i) QRORD:
a) FEMA
b) FEDAI.

j) RO 6000300 BORZY, FOROLBOWD :
3850 3T 1 0w’ = T 83.50
60 OINY J030E T3 = T 84.20

k) Snedn (LORO) 208360 ?

1) e F38E G0 om0 :
1 oo = ¥ 66.80 — T 67.20.
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WemT SoRTE, GugoR0: ey 0 (5%x3=15)
2. DTed DRR00D RN, 8085 RodFN DFORD.
3. BT BTITVY, ) ISP QYN SBODS IR LT
4. LATT ISRI30D ATHOITI) WogTamoN QSORD.

5. 3N RRT AIF Besnd Beors BB (Cross Hate)rf@m B0 B020.
a) TPoT* TR OO
b) o30dee ab@g enlSled
c) INR Spsmo &333) mowo®
1 Tz =T 84
18 (meo0°)=T% 66
1€ (c308Re) = T 70.

6. o (FEDAI) a@s mﬁf‘..fe.ssososi adézuo;
7. 360033 SOI0W FODFNTRY, DIORD.
AN -7 |
BT eTE, SVUBOR0. @’e; Rosg 13 ([3okes ec%ojoa’) TEYO0: (15x3=45)
8. 2T3ed A0 SRTFE] QOTTER 7 L3TT QNG ﬁao.brmﬁ?g QOD.
9. kb XD TG 20T ? DR TR BRFORS sy HH0R0
10. FPAIZYNOT S0ONE WO ForRLBOWD :

%R, )3 3O 3008t 60 QM 90 DRAH
£=3 83.60/80 © 20/30 30/20 40/60
£=$ 1.80/90 30/40 20/10 10/40
€=$ 1.20/30 30/50 30/20 20/30
7 =SLKRs.  2.30/40 50/60 30/20 30/40
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11. DTS OO0 SRTFEI0_ rmsros oolsianlebi) DTSOXD.
12. 391 E0OAT 5B R Foto Boos 31-03-2016 Gom> SOIRONT), BB
1) D3TOAT e3e3
2) W VS I3y
3) W =) W <aeg,g:3 35030 BOR0S T[OBSF 0.
a) N3TRFWUS 1 $ =% 50
b) w31 $ = T 60.

3Idewd udrdzoss — SeZ(X)
1) Bed =B0B wLRdnb |
1) 3edomoT0 DN

a) Bedd worsoy 1 5,00,000
b) sonw QTR BT . 2 12,50,000
2) DEFIFWE WILRONTD ,
| DEPF R0 TBE ORLD (RUBID) 3 - 2,00,000
3) W) KILROND T 4 | 3,00,000
| 2 - 12,50,000
) ea: S
1) @9 <*aod SANTD | |
w%des_,gﬁe.t S - . 5 15,00,000
BRFFAT - B ~ 2,50,000
2) weAnd | . . |
-?dagr{q}o 7 ~1,50,000
TR0  LOZERNW | 8 1,00,000
dn’do TONR dﬁdo RRRT 9 2,50,000
wd), 12,50,000
e, BT @@5 BT, aioas’amd So2o em,j ST IRPR)
'aocsoaoaomo -
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13. Ded g obs (smek)

0605003 ' BB 9= 2,00',000 $ (moor') 83323 0033 CIBTERIRY,
Eoveiad m@im%i)ﬁ%d Zs smsa 60 ORIRY I020 TR BRELITNG. BOLOS
BOOR ST 66 9thges. Feloe amch mwo' 13T 68 § DABRoER BS03005
PRbRTZT. B F0IRN AT 3D 1,087 RAES BT BT T
(Call Option) wogsmonrt YPRNRERITYT, ROZoreb FPNS0ES :

600030 3T ¥ 1 T mwok

HO3S =TS (strike) T 67 B OO

60 Q=N Sosd @Wretel Wt g9t dreoawod BT AR LREIT
(option) T8 Fo@éa0000.

a) ¥ 65

b) ¥ 69

c) ¥ 67.

DY, Mabardddl DWORED 303ToNED :

1) 00ed SEoLBIT (In the money)

2) 006D JEeRATWHBOR (Out of money)

3) 00D SEODWBOTD B [, (At the money).
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