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SIXTH SEMESTER B.Com. DEGREE (Non-CBCS) EXAMINATION
SEPTEMBER 2023

Revised
PRINCIPLES OF FOREIGN EXCHANGE

Maximum : 80 Marks

Answer all the questions subjects to internal choice.
Question no. 13 (case study) is compulsory.

Section A

1. Answer any ten :

(a)
(b)
(c)
(d)
(e)
(f)
(g)
(h)
(i)
G)
(k)
(I

What is Foreign exchange ?
What is strike price ?

What is Hedger ?

Name any two Exchange Rate Theories.
What is indirect quotation ?
What is Spot Rate ?
Expand FERA and FEMA.
What is Bid Price ?

What is Risk ?

What is Gross Rate ?

What is Ask Rate ?
Ascertain forward Premium

Spot rate 1 $ (Dollar)

3 87

60 Days forward rate 7 88.20

(10 x 2 = 20 marks)
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Section B

11ONS.
er any three question

A’].‘:“
i > k t H4
c1pi i | ig ?

2. Briefly explain different types of parti
3. Explain about Foreign Exchange Market.
4. Briefly explain the principles of ‘Interest Parity Theory.’
5. Find the Gross Rate between :

(a) Dollar to Pound.

(b) Pound to Dollar.

(c) Euro to Pound.

Pound = 395
Dollar = 383
Euro = 789

6. Explain the functions of cleariﬂg House.

~3

Give the merits of Floating Exchange Rate System.
(3 x 5 = 15 marks)
Section C

Answer any three questions.
Question No. 13 (Case Study) is compulsory.

8. What is Foreign Exchange Market ? Explain the different functions of Foreign Exchange Market..
9. Explain factors determining Exchange Rate.
10. Critically evaluate the principles of PPP theory.

11. Ascertain the forward rate for the following :

Forward Points

Currency Spot Rate 30 Days 60 Days 90 Days
$togz 83.60| 80 20130 3020 40|60
£to $ 1.80]90 30]40 20|10 10|40
€to $ 1.20| 30 30|50 30|20 20|30

7 | RstoSLKRs. 23049 50|60 30|20

30|40
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12. Translate the following Balance Sheet under Historical rate, Current rate and Current and
Non-current rate method as on 31|03]2023 :

(a) Historical rate 1 $ (Dollar) = 70
(b) Current rate 1 $ (Dollar) = 780
Particulars Note Amounts ()
1. Equity and Liabilities
1 Share holders Funds :
a) Share Capital shares of 3 10 each 1 5,00,000
b) Reserves and Surplus 2 2,50,000
2 Long-term Liabilities
Long term Borrowings (Debentures) 3 2,00,000
Current Liabilities 4 3,00,000
12,50,000
II. Assets
1 Non-Current Assets
Tangible fixed Assets 5 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.
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Case Study (Compulsory) : K M
B.K Company is importing a machine at $ 2,00,000 (Dollar) from Ntzv York, oney Parifﬂhf" in
o . K. Company expects | oll:
; 76 per Dollar. B ar 1,
Dollar after 60 days. Today’s exchange rate is 3 _ _ : i
appreciate to 3 78 per Dollar. He enters into a call option deal with his banker on the f"”(l“-mg

terms :
Premium % 1per Dollar

Strike price T 77 per Dollar

~ Find out the price if the market price after 60 days is :

(a) 375;
(b) 379
() 377

Explain your decision in :
1 1In the money.
2 Out of the money,

3 At the money.

(3 x15=45 marks)
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(10 x 2 = 20 marks)
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N - W
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(a) TWOOT® TR TOT'.
(b) PoTF ) WoOT .
(c) odwdee R TPoEF
oo = dr.95
@ooT* = TR. 83
cdodee = Tr. 89
T3 IO FoCIF T, VORD.

LB R0 BT @ﬁ)ﬁ@@é’ﬂ@&; 39R0.
(8 x 5 = 15 marks)
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FINTYRV 32008 TOB), F0T1 BOWD :

BeRTHBoD LD CaRavliale] 30 HINTL 60 QINL 90 QINSL
$toz 83.60| 80 2030 3020 4060
£to$ 1.80| 90 30|40 20|10 10| 40
€to$ 1.20 | 30 30|50 30|20 20 30

50| 60 3020 30| 40
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3,300 008 : 311032023 Bors BodROATY) AT, DITHLE B3, 1309,
e“) ARE WSob Y003 BoBSFA.
(a) &1)3&53246 WS¢ (TOT*)

e

= ©R. 70
(0 19 581§ (@wovry) - dn. 80
TBeww uDszos,  2ed (3)
I. 3edd D BN : ) ~
1 3edom08s 0D -
a)  Bed WoRTY T, B0 e3¢ AR. 10 1 5,00,000
b) T 2Q TN BT A 2 2,50,000
2 QeForRy WO :
QEFFR TES moneh 3 2,00,000
(Ro® I3, neh)
3 WY wTTIOND (WONTH) 4 3,00,000
| 28, 12,50,000
II. ©AnWw:
1 2399 QT SN
RB AT SRNRD 5 5,00,000
BRBTND 6 2,50,000
2 w9 BANYD
TN, Mg 7 1,50,000
339,300 WOTFRND 8 1,00,000
- 3nch SR rich H307 9 250,000
X 12,50,000

ﬁaemﬂséf’ucs 5705 38, B0 TWOBIF AT F0IT Oo LT3 ISP, FomO LRWO.
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88 e, 00 (Bma):
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(3 x 15 = 45 marks)



