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B.Com. DEGREE EXAMINATION APRIL 2018.
Sixth Semester

PRINCIPLES OF FOREIGN EXCHANGE - III

(Revised)
Maximum : 80 marks

Time : Three hours

Answer ALL the questions subject to internal choice.
Question No. 13 (Case Study) is compulsory.

SECTION A - (10 x 2 = 20 marks)

1.  Answer any TEN :
e qe‘eugaz,a:

(a) What is Foreign Exchange Market?
L3e8 HsHad :indﬁé.gdaoddcab?

(b) What is spread?
BN (Spread) Ho@desO?

(c) What is Fixed Rate of Exchange?
A>T AT BO 0TBERO?

(d) What is Exchange Rate?
Ao IO oBBeERDO?

() What is indirect quotation?
o33 Y BUBL, HoPTeRO?

(f) What is Spot Rate?
3T,T T0 05T e?

(g What is Cross Rate?
mi B0 2010exD?

(n) What is exposure?
30DBIIE oTBer)H?

(i) What is Risk?
8@ gab (Risk) Sowdesd?
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()  Ascertain the forward premium :
Spot rate 1 pound =¥ 85
60 days forward rate = ¥ 86.20
0008 Yedvobo FOIR), Fordd SR :

3gm WO 1 pound =¥ 85
60 BINY So3ow Bo = T 86.20
(k) Expand :

(i) FERA and
(i) FEMA

() FERA )
(i) FEMA

() What is Ask Rate?
SRS e dorderd?

SECTION B - (3 x 5 = 15 marks)

Answer any THREE :
wevar Soe0d, su3d20

Distinguish between Forward Trading and Future Trading.
Swond S0 S03) PIZIT J3T0 FYHiY SIS I NI 3920.

Briefly explain features of Foreign Exchange Market.
De3e8 Vool IRTLFE oD eFnnRYE) sodZTeN HTO.

Briefly explain factors influencing Exchange Rate.
AIFoD BOIE), APFOOT ©08rivs) ogg=eh JHT02D.

Find the cross rate between :
(a) Dollar to Pound
(b) Pound to Dollar
(c) Euro to Pound
1 Pound =¥ 90
1 Dollar = ¥ 65
1 Euro =% 80
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sUARHron ero Bord HBoY :
(a) @oU I J0oz*
(b) SPow I Bk
(€) odwdee I3 Fow
1 Soow* = dw. 90
1 meeo* = GR. 65
1 adwdwee = ow. 80

Explain the functions of clearing house.
3etht Sodod TeabF YRy ASOD.

Briefly explain the advantages of Foreign Exchange Market.
2Be8 DJSob SRcvsesod eRBROINIR), BogTeN DIDXD.

SECTION C - (3 x 15 = 45 marks)
Answer any THREE. Q. No. 13 (Case Study) is compulsory :
weter R0e0d, GO0 I8 soa 13 (SE0 Ugobs) gweody :

Explain different types of participants in Foreign Exchange Market.
2ce8 2JSo0d SRTTED, PNS &S maaadmdd :)qiri')d.zl:):ib.’a&

Critically evaluate principles of PPP theory.
... z.m%osddgla&awsgmh 3920.

Ascertain the Forward Rate for the following :
Forward Points

Currency  Spot Rate 30 days 60 days 90 days
@ $to¥T T63.60/70 20/30 30/10 40/20
b) £to$ $1.40/50 40/30 30/50 20/30
(coc €to& £1.20/30 30/20 30/40 40/30

$SNTHNON Sooond B Ford LROWO
S00ds S

90, IV 30 DS 60 BIL 90 BN
(@ $:HT T63.60/70 20/30  30/10 40/20
b £3%$ $1.40/50 40/30 30/50 20/30
(¢ €& £1.20/30 30/20 30/40 40/30
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11.  Explain the factors determining the Exchange Rate.

12.

Ade8 ASod ddﬁﬁi (A fZer N ©08ridE), HION0.

Translate the following balance sheet under Historical Rate, Current Rate and

Current and Non-Current Rate Method as on 31.03.2017 :
(&)  Historical Rate 1§ (Dollar) =¥ 50
(b) Current Rate 1$ (Dollar) =¥ 65

Particulars Note
L. Equity and Liabilities :
1.  Shareholders funds :
(@)  Share capital shares of Rs. 10 each -
(b)  Reserves and Surplus -
2. Long term liabilities :
Long term borrowings (Debentures) -
3.  Current liabilities (Creditors) -
Total
II. Assets:
1. Non-current assets :
Tangible fixed assets -
Investments -
2. Current Assets :
Inventories -

Trade Receivables -

Cash and Cash Equivalents Co-

Total

Amt @)

10,00,000

5,00,000

4,00,000

6,00,000

25,00,000

10,00,000

5,00,000

3,00,000
2,00,000

5,00,000

25,00,000

After translating the above balance sheet find the profit or loss.
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o 30eDWB vES 33%odw Bweos 31.03.2017 dotdd 301»8@ AR HIZILE WY, 1500
[~ o -

e F03) 8 R03) 8 BOT BSoLOFIF0S TOIIEAD :

() 32T WS 1$ (@Woork) =T 50

(b) wed BS1$ (weok) =T 65
3I38cen

I Bedb oI wIewRdnieL
1. Bedomedo APrieL:
() Bedd wormey T3 Beds W dw. 10
(b) P03 I Forie HWFO 4]
2. DeFer3d tewRdrieh:
Bezrer 3D IBB meoreh (FOIZ )

3. wd moaRdne (Ardd)

II. B.’.giﬁb :
1. 59 907 LAk
3,30 ezgid)'
BRBBRD
2. w9 a,’&r’i'-b :
SN
FT0 wOIHried

SR ) Iricd I3

Baed B0 I3 R)

- 10,00,000

- 5,00,000

4,00,000

6,00,000

W), 25,00,000

- 10,00,000

- 5,00,000

- 3,00,000

2,00,000
- 5,00,000

wd)  25,00,000

Soeenois o ByBodnd, FOS3F2E B030 TRy BPTD SRS For> HBD
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13. Case Study (Compulsory) :

An Indian trader Mr. Naveen has to receive $ 2,00,000 after 6 months, spot rate
is 1 $ =¥ 65. He expects rupee to appreciate and exchange rate¢ may come down
to ¥ 60. He enters into a put option at a strike price of T 62 and premium of ¥ 1

per dollar. Find out option price, if the market price after 6 months is

(@) Rs. 61 (b) Rs. 62 (c) Rs. 64.

Explain your decision in

() In the money

(i) Out of money

(ii) At the money

Je0e ey obs (vmad) :

PRUSE TRT0 BT I 6 JoriY HoIT 20 of weoo* ($ 2,00,000) Idodbrewanas.

AT G0 womd @ T, 65 ACIT. FIRT vALED B0 BTN BOBO, HBEAIRHS
ROPYSOW) @owd AAood BO Be. 608, 2Wolns wEI WS, 8 TCNTN ST IR
S0 (put option)¥ T8e8u) 03w WO (strike price) B, 62. Hedoobo TT de. 1 33
Boodrt 03y, 6 don¥ B30 Invets B d¥NTo3gy

(a) 0. 61 (b) 8. 62 (c) de. 64.

V3 SeSRFITTY, AT0H uo.bad:;rieb:

(i) DOed FFabwaLT>

(i) 2Bed FALBIWBIT

(iii) DOed BFALWBIR vFTe BdabLRTWBIT

DoedaHne 3083 SO0,

Scanned by CamScanner



