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Write your Roll No. on the top immediately on receipt of this question paper
Attempt Any Five questions.

Please attempt all the parts ofquestion together.

Ask rate
Value of British Pound in
USD
()ne year forward rate of
Malaysian Ringgit (MyR)
in USD

InLerest rate on US$

I nterest rate on euro

Q'l(l). The following exchangB rates and one year interest rates exist. you have $1.00,000 (o
invest for o,o year. would you benefit from engaging in covered inter€st arbitrage?
(5marks)

(u). The Brazilian real is quoted ar BR0.9955-r.0026/us$ and the Thai Bhat is quoted at
TB25.2513-1986. What is the indirect quote for the BR in Bangkok? (Smarksj(lll). The experierrce of fixed exchange rate systems have not been entirely satisfactory.
what lessons can economists draw from the breakdown ofthe Bretton woods syster;?
(5marks)

Q.2(I). A forex trader sees the folrowing quotations that are availabre in the market: (smarks)
EUR/USD = t.t0/1.20
USD/INR = 75.20t30
INIVJPY = | .a0l1.50
EUR/INR = u9.80/90
usD/JPY : 108.80/90 

Pr.o.

Bid rate

$1.60 $1.64

$ 1.16 $r.18

Deposit rate

4.00/o p.a.

3.5% p.a. 1.SYo p.a,
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Calculate at lcast one arbitrage opportunities which the trader can benefit from'

ZYLO Corp. has receivable ofBP 2,00'000 in 180 days from now' Assume that there

is a put Opiion avaitable with an exercise price of $1.75, and option premium of$0.05

per unit. ZYI..O Corp. forecasts the future spot rate in 180 days as foliow with

0lD. lf ihe current uccount is running in dgficit, what are the consequences for the country

economy? F..rplain with some suitable example of any country?(5marks) '

Q.30). ABC Corp. rn.ill receive BP 2,00,000 in i80 day's. The other inforrnation is given as:

Sport rate ol BP'as oftoday: S1'65

tt0 days fbrrvard rate of BP as oftoday: S1 72

lnterest rates ate given as:

180 days dep,rsit rates: UK= 4'5%' U'S =4'5%

180 days br.rllowing rates: UK=5'0%' U'S'5'0%

How much U.S' dollars will the firm have if it goes for money market hedge?

(5marks)

(Il). Spor ru,", $/BP: 1.25-35, the 120 days swap poipts: 30-20' Given this what will be

120 days percentage spread? (5marks)

(1ll). What are thc basic reasons for the existence of tire Eurodollar market? What factors

have accourtted for its growth over time?(5marks)

Q.4(l). Translate the balancs sheJ aud income statemetlt in INR using MonetaryA'lon-Monetary'

Cunent aud Norr Current Method' (5 + 5 = l0 Markp)

probabilities
lixchange rate sl.8s

Probability

How mucll L:.S, dollars the firm will receive if it goes for option hedge? (5marks)

Balance Sheet ( SD miltion)

C ash

lIventory
Nct Fixed Assets

Income Statcment (USD m illion)

Sales

C()GS

I)epreciation

Net Operating Income

$r.75$1.62
40%)s%

225

325

3450

'l otal Asscts

l08s
2000

490

Current Liabilities

t.ong Term Debt

c (,nlmon stock

Ilctained Eamings
4000'l'o tal Liabilities and Equ ities

3400

2050

650

700

210lncome Tax (30%)

25%

4000
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PAT
Foleign Exchange Gain or Loss

Nct lncome

Addition to retained earnings

The exchange rate of USD/INR wss 69.75 in the beginnihg ofthe year which changed
to 70.75 by tlu end ofthe year. The realization value of inventory was expected to be
USD 350 million.

(ll). What characLelistics of foreifn secui'ities lead to dirlersification benetlrs for rhe
investors? wlrat asset allocation will you suggest to an inlemational in.vestor?(5marks)

Q.5(l). The payables and receivables of four foreign subsidiarfes of XyZ bank are given as
(in US$, million):
Dutchsubsidiury payables: l5 to Swedish, l4 to Betgiari, lg to French
Swedish subsidiary payables: l2 to Dutc.h, l6 to French, l3 to Belgian
Belgian subiidiary payables: l4 to Swedish, l9 to Frenlh, l2 to Durch

. French subsi.iiary payables: 18 to Dutch, l2 to Belgian
How much vr,ill be the total payments and

process?(5marks)

(ll). What is the erpected retum and standard
markets secur.ities having 30% invested
UK?(5rnalks1

Expecte!l return
Std. Dcviation

Corelations Matr.ix

Francc

Getmarr.r,

UK

3

receipts if they follow multilareral netting

deviation flom a portfolio of developed
in France, 40% in Germany, 30% in

.0rr).

Q 6(tI

(II)

whal makes the APV capitar Budgeting frare*odl useful ibr anarysing foreign
capital expenditure? (5marks)
suppose Suzlo, corp. receives the quotes of$ 0.00s5p75 ibr the ye, and $0.025-45
for the Taiuan dollar (NT$). Given this, how many t_J.S. dollurc will Suzlon Corp.
receive from the sale of yen 50 million?What is the d.S. dollar cost to Suzlon Corp.
of buying Ycn I billion? How many NT$ will Sqzlon Corp. receive for US $
500.000? Horv many yen will Suzlon Corp. receive for T$ 200 million? (5marks)
Are multinarioral firms riskier than purery domestic hrms? what factors wourd you

consider whieh are critical for a multinational firm?(Snlarks)
What is nret,rr by the globalization of financial marketp? Explain with sonre example
of intemational investment instruments? (5marks)

490

490

0

490

France (%) Germany (%) uK (%)
l3 9

4 7 5

France Gemrany UK
I 0.6 0.7

I 0.5

I

(ilr).

PT.O.

l,.rividend
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Q.7. Write a shorr note on any five: (l5marks)
SI)II
l'uliticat Risk of country
I r rrclrrational trade fi nancing
n l)I{
Oold Exchange Standard
} oreign bonds
('Lrlrency Swap
( r),pto currency

4

l,

ii.
iii.
iv.

vi.
vii.

viii.

(s00)


