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SIXTH SEMESTER B.COM. DEGREE EXAMINATION, SEPTEMBER 2020
PRINCIPLES OF FOREIGN EXCHANGE - IlI (Revised)
Time : 3 Hours] [Max. Marks : 80

Instructions : 1) Answer all the questions subject to internal
choice.
2) Question No. 13 (case study) compulsory.

SECTION - A

1. Answer any ten of the following : (10x2=20)

a) What is foreign exchange ?
b) What is exchange rate ?
c) Expand:
a) SWIFT
b) CHIPS.
d) What is direct quotation ?
e) What is forward rate ?
f) Name the types of exposure.
g) What is spot rate ?
h) What is cross rate ?
i) What is risk ?
j) What is spread ?
k) Ascertained the forward discount.
Spot rate is ¥ 72.50 per dollar.
30 days forward rate is ¥ 70.10.

I) What is meant by call option ?
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SECTION ~ B
(3%5:1 5)

Answer any three of the following -

: et.
2. Explain the features of foreign exchange mark

" 'n .
3. Distinguish between forward trading and future trading

4. Find the cross rate between .
a) Dollar to Pound
b) Pound to Dollar
c) Euro to Pound.
1 Pound =X 95
1 Dollar =X 72
1 Euro =% 82.

5. Briefly explain Interest Parity Theory'.
6. Explain the functions of clearing house.
7. Give the merits of fluctuating rate system exchange rate.

SECTION-C
Answer any three. Question No. 13 (Case study) Compulsory: (3x15=

8. Discuss factors determining exchange rate.

9. What are different types of financial derivatives ? Discuss.
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10. Ascertain the forward rate for the following :

Currency Spot rate 30 days 60 days 90 days
1. $§ =% 72.80/90 30/40 40/30 50/60
2. £=8 1.85/90 40/50 20/10 20/30
3. €=9% 95.30/50 20/30 40/20 30/50

11. P.M. is importing a machinery of 1,50,000 $ (Dollar) from America.
Money payable in Dollar after 60 days. Todays exchange rate ¥ 74 per
Dollar. PM expects Dollar to appreciate to ¥ 76 per Dollar. He enters
into a call option deal with his banker on the following terms.

Premium ¥ 1 per Dollar.

Strike price ¥ 75 per Dollar
Find out option price if the market price after 60 days is

a) T 73 b) ¥ 77 c) 275
Explain your decision in

1) In the money.

2) Out of money.

3) At the money.

12. Critically evaluate the principles of PPP.

13. Case study (Compulsory) :
Translate the following Balance sheet under historical rate, current rate
and current and non-current rate method as on 31-3-2019.

a) Historical rate 1 $ (Dollar) =X 60.
b) Current rate 1 $ (Dollar) =% 74
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Particulars
I. Equity and Liabilities
1. Shareholders funds
a) Share capital (¥ 10 each)
b) Reserve and surplus
2. Long term liabilities
Long term borrowings
(Debentures)
3. Current liabilities (Crs.)
Total
ll. Assets :

1. Non current assets

Tangible fixed assets
Investments

2. Current assets
Inventories
Trade receivables

Cash and cash equivalents

Total

- N

00 A O o

Note Amount (%)

2,50,000

1 1,25,000

— 1,00,000
- 1,50,000
6,25,000

2 2,50,000
3 1,25,000

4 75,000
5 50,000
6 1,25,000

6,25,000

After translating the above Balance Sheet find the profit or loss.
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vR, "3 oo 30 osnd 60 asnd 90 QSN
1. $BT  72.80/90 30/40 40/30 50/60
2. £a%$  1.85/90 40/50 20/10 20/30
3. eaP$ 95.30/50 20/30 40/20 30/50

11. esadedm0n P.M. 938> 1,50,000 oo (Dollar) 833 83 0300212, e[
<

Einelas) dm&&ad;_,_%mod B TR, 60 OINY F033 oS BRAELITNT.
BEOT* N Q00T 233 T 74 B0, PM a3 meo* $33T 76 g 200 RoyR

QAT DOTD maoz’oaa_od

8 aadeaaaﬁh ot ie® :ﬁiw%osofé.radé BOT'R B sw@d (call option)
ROEZoDN PonEERITIT.

TN FNT0S3.
&0a000& ©ZoR 1 T8 BTk

ZOS (Strike) IS 75 B @k

60 OSNY Jo30 BRThHFEID 5030 9 BedTOSB BTT, AR)Y B[TIT
(option) @33 Bord&BOW0.

a) 73 b) ¥ 77 g) I75
eI BB, DSOREO e3037030n80.

1) Qoed ST (In the money).

2) 2)0ed FBcHATLET (Out of money).

3) DD IBOHWBIT L95a A (At the money).

12. &..&. (PPP) Poa%oa’aidgt QR0TOF ZBezoN DI0XD.
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a) Bea womee? (X 10 B8 3e)
e oy B0 5 1 1,25,000
5. BeTFRE WLROND
Ber R0 BEE WONW
(e ) - 1,00,000
3. 9 LMD (Crs.) B 1,50,000
Y 6,25,000
. <.
1. 29 BT BAND
Rper3d (Tangible) A8 SN 2 2,50,000
BREJNED 3 1,25,000
2. 1) SR
BN 4 75,000
TR0 WO 5 50,000
3N TR IRE ARRT 6 1,25,000
L, 6,25,000
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