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Qs1(a)Whataretheadvantagesandlimitationsofaflexibleexchangerateregime.(9)

®WhatwerethemainobjectivesoftheBrettonwoodssystem.Whydidthesystemfail?(9)
Or

Qs1(a)Whatarethevariousissuesofintemationaltradeandfinance(9)

(b)DiscusstheevolutionoflntemationalMonetarySystem(9)

Qs2(a)Utahbank'sbidpriceforCanadiandollarsisRs60.24anditsaskpriceisRs61.

i.     Vthatis thebid/ask spread
ii.   What factors affect the spread

(8)

(b)Theexchangeratesarequotedformaturityofonemonth,twomonths,threemonths,etc.usingswap
pointsasshownbelow:                                                                                             h              Threemonths

Currency pair Spot One monthforward0 Two mont  Sforward60/85
forward100/90

Sffiuro 1.2000/50 30/4

ths forward  Also calculate the s
Calculate the outright forward rates quote6±or one, two, and three mom                                 (1 o)

Qs 2 Distinguish between :

a.    Spot andForwardrate
b.    BidandAskprice
c.    Direct and Indirect quote

(3x3-9)
C.      JJILt;uL aLilL I.I.|u ..-. vv. `i --,-

@)Considerthefollowingtablegivenbelowandcomputethemissingcrossrates.Showyourworking
notes.Currency

USD GBP JPY 04 CAD08620

USD 10.4923961538 2.03111 0.01A-1

a-1

GBP
A 1 c-1

JCP=                         11600                      8                               C                               1



Qs3(a)Discusstheimplicationsoflnterestrateparityforexchangeratedetermination(9)

a) Consider the data given:

Spot exchange rate: Rs 60/ $
3-month forward rate Rs 59/S
InterestrateinlndianMarket:6%p.a.
Interest rate inns Market: 8% p.a.

Isthereanyarbitrageopportunity?Calculatethegain,if any.

Or

Or

(9)

Qs3(a)WhatdoyouunderstandbyExchangerate?Explainvariousfactorsaffectingexchangerate.

(9)
@)VAatistheexpectedrelationshipbetweeninflationdifferentialoftwocountriesandtheexchangerateof
their cunencies. Show graphically                                                                                      (9)

Qs4(a)HowdoyoudefineTransactionexposure.HowisitdifferentfromTranslationexposures?Please
give relevant examples.                                                                                                          (9)

a)Whataretheadvantagesofacurrencyoptioncontractasahedgingtoolcomparedwiththeforward
Contract?                                                             r`_

(9)+,
Qs4(a)WriteanoteonADRsandGDRs,andexplainhowthesecanbeusedtoralsemoneyfromthe
international equity markets (8 marks)

Qs4@)AnlndianexporterhasanongoingorderfromUSAfor2,000piecespermonthata
priceof$100perpiece.Toexecutetheorder,theexporterhastoimpolfYen6,000worthofmaterialperpiece.
LabourcostsareRs.350perpiecewhileothervariableoverheadsadduptoRs.700perpiece.
TheexchangeratesarecurrentlyRs.35/SandYen120/S.Assumingthattheorderwillbeexecutedafter3
monthsandpaymentisobtainedimmediatelyonshipmentofgoods,calculatetheloss/gainduetotransaction
exposureiftheexchangerateschangetoRs.36/SandYen110/S.(10marks)

Qs 5 (a) Anlndian firm isplarming to investin unitedKingdom. Thepro.ect     .11          .100..

YearEstimated   cash   Inflow(inmillionsofpounds)
Cas0120w after tax for ne235xt 5 years is as3 followin  :4

5
40 40 50

Thecostofcapitalofthecompanyis15%pa.ItisforecastedthatINRwilldepreciateby3%p.a.withtheinitialexchangeratebeing€100/£.EvaluatetheprojectonthebasisofNPV.(12)(b)Mani(India)Ltd.,isawhollyownedsubsidiaryofprietylnc.inUSA.Theexposedassetsofthesubsidiaryare$200millionanditsexposedliabilitiesare$100million.Theexchangeratechangesfrom$0.020perrupeeto$0.021perrupee.Calculatethepotentialforeignexcllangegainorlosstothecompany(6marks)Or

Writeashortnoteonany3ofthefoIIowing:
i.     Issues in Intemational finance
ii.    Global bonds
iii.  Risk in cross border investments
iv.   Speculation in forex market
v.    Pegged vs Flexible foreign exchange rate

(3*6)
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Currency pair Spot One month Two months Three months
forward forward forward100/90

S/Euro 1.2000/50 30/40 60/85
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Currency USD GBP JPY CAD

USD 1 2.0311 0.0104A-11C 0.86201

GBP 0.4923 1 a.c-11

JPY 96.1538 A

CAD 1.1600 8
mars



57.H3(a)6F7FHwF77ara7iREHfuTfFTq{qqTrmqqS€-grq{qdiaaPei(9)

(b)-rMrtlrt9d-ert5Sq{iaiFTife:
ife iaha H: €60 rfu $
3 -qdi a} life H: €59 rfu $
3TTrfu aiaT{ a i5qia H: 6% RE

unrmI$5qiFH: 8% alRE qqTqri 3777EL aft 3T5FT€? qftF., aa}rmanTTrmap]               (g)

Th

Her 3(a) a]Tq 7afro H a qqT ut ¥? ifro H ch rmfro ed EITa iafir q5Tch ift qTen api                  (g)

(b)aanrfu8RE*37ir3irffi5H3fiflpeFTHfaqq3TifecaqqqTaana7rfuifeHFiTTHi(9)

T¥ 4 (a) dr-fa ife ch ae qRE rd ¥7 nI 375t77F ife a s:fr fin ap 3qIr 3ETRT flfuqi           (9)

(b) g=7 efro egivr ch Fife 3giv8r iPr gr]T a an 3T5{OT a RI a wh aT qqT an a?                              (9)

5Igr4(a)p.di.377r.rziz)R/3irdi.di.377T./Gzm/q{qFianiaiaq,anHqBTFIiai3jdRprfuEffaraqTffl{aqFTata

i¥aechiinTh©€i
(8 3jEF)

(b)Fwhfifaq}ng5¥arfung2,oootflHfflfflac`3Trfuiin€,iisfrfro$1oorfutflF€rIr3fi&q}TFq5d
*fdrrfeitFfa6,oooRIfflun3miafflan€iFTen77a€35o:rfuqtF3ir3]qqTaqg€7oorfuqfa¥iqca
ifro*:€35rfeS,3iti2ofarfuSiFTdiftia;3fi&3FchFTqFdr3frgrfflqFiaqqa@froapiTlqfrfirha
alq=aq* €36rfe $ 3ir lioaTrfusawh¥,ch5±ifeadiwanffiTTumffiTI       (io 3jqT)

TF5(a)F`Trfuvi*7faSfiaITrd@EinFTca€iqPeinSgreyiaS/oo7@fro77*qFTfiha
chi3TTwh5FfiaTfuTq5T-q=maTaneyaffiqqi8gr9E5T{€:

HTa 1 2 3 4 53TIrTfro  in  ed  (haql*¥)®0 20 35 40 40 50

anEfrxpai7ra15yoffi€iqEgiv€ia;`mEfa5qqTgfaaF3%3TaTgrdr,qrfumfrofroH€10oqfa£
€i qRin H gr wh iF (Npv) aT ent7R q{ iF!Tiffl aafu{i                                                                            (12)®)F7frrsez77/aeREgiv.(RT)EfrFtrfuanH5Tqqian€1HETqtFfflEfr3T6T6qiFqRtiqfin-$2O0¢rRRI¥3irGTffrofrffiSi00iEL¥Ifafroq{SO.02Orfuedaq=aq5{So.02iqfa5qaawhaifflq}a}qTenchfroiaan

iafin an " Fit ]iuPIT api                                                                                                                (6 3j5)

fiT±tiaianthrfuq{ifefir:TUPrfufts:

i.tifflRTiairSS
ii.arusfu
iii. th-in ifro S th
iv.fanIr5rT"EFT
v.fdra]FTffiffroRwh

(3x6)

(1000)


