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(a) Discuss the evolution of the International Monetary

System. %)

(b) What are the risks involved in International

Business? Discuss in detail. 9)

OR

(a) Discuss the main objectives of the Bretton Woods

System. )

S

15
Yrs. 1 2 3 4 5

CFAT 20 35 40 40 50
(in USD millions)
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S(USD/GBP) 1.60/1.61

S(USD/MYR) 0.200/0.201
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(b) To what extent has globalization led to a “more

secure and prosperous world”? Comment. (9)

(a) The following quotes are available for USD vs

GBP
Spot 1.9072/77
One-Month 32/30

Three- Month 57/54

Six- Month 145/138

Calculate Outright quotes for 1 month, 3 month
and 6 month forward. Also calculate the spread.

(8)

(b) What is meant by a currency trading at a discount

or at a premium in the forward market? (5)

(c) Suppose exchange rate between INR and USD is

46.25. Three months forward rate is 45.85.
calculate annualized premium/discount of rupee

versus dollar. (5)
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OR

(a) Complete the following exchange rate matrix

assuming that there is no transaction cost.

UsD | GBP CHF DEM JPY

USDh 1 1.8/GBP | 0.5/CHF | 0.4/DEM | .004/JPY

GBP 1

CHF 1

DEM 1

JPY 1

(8)

(b) Distinguish between direct and indirect quote.

(5)

(¢) If annualized premium on USD is 7% and spot
rate is 44.35 INR. Calculate the forward rate for
3 months. (5)

13

838
usD GBP SFR JPY
gAY | 4.5% 5.25% 4% 2.5%
e X 1 USD1.52/BP | SFR1.4065/USD | JPY104.025/USD
WIS & 1 USD1.512/BP | SFR1.4052/USD | JPY103.40/USD

garg Ay R wE w ST o wEl e AR
(9)
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W31 e R SR & weed iR Fftat A e
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42.40/USD ™ 6 WEW 1 hic A et e
2| af? fawer ot wfa w (i) 78 39 § fR INR
™ 1887% F e BEM (i) 5 IFE B T INR W
7.06% T M BN, A o & forg Ao R @/
BRI (9)
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(a) International Fisher Effect combines the Interest

Rate Parity and Purchasing Power Parity Principle.

Explain. 9)

(b) Given the following information:

Spot Rate : Can$ 0.665/DM
3 Mth Forward Rate: Can$ 0.670/DM
Interest Rate in DM: 7% p.a.

Interest Rate in Can$: 9% p.a.

Is there any arbitrage opportunity? Calculate the

gain, if any. 9)

OR

(a) What is exchange rate? Discuss the various

factors affecting exchange rate. 9)

(b) Suppose a Company has 10,000 USD to invest for

3 months and the following information is available

to you :

P.T.O.
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USD GBP SFR IPY
USD GBP CHF DEM JPY
Rate of Interest | 45% | 5.25% 4% 2.5%
USD | 1.8/GBP | 0.5/CHF | 0.4/DEM | .004/JPY
Spot Rate 1 USD1.52/BP | SFR1.4065/USD | JPY 104.025/USD
GBP 1
ForwardRate | 1 | USDI.512/BP | SFR1.4052/USD | JPY103.40/USD
) ) Glles iy !
Suggest where should the Company place its SguA :
funds. (9) IPY !
4. (a) Explain the significance and implication of any two (8)

types of foreign exchange exposure and risks on .
(@) were 3R weas SEwr @ A AW wEEe (5)
the cash flow of a Company. (9)

(@) @R USD w affw WMfem 7% 2 SR wie
(b) A Company has to pay 3 Million USD for imports

after 6 months. It enters a 6 month Call Option 4435 INR #1 3 WY & forg wiews ¢ @ R
contract at INR 42.40/USD with a premium of ) ) ! (5)
5%. What is the final cost to the Company if on
expiry of Option (i) It is expected that there would s (@) S faR v e o 3k wa whr a

be a discount of 1.887% on INR. (ii) it is expected .
frgid & Siear 21 = &gl (9)
that there would be a premium of 7.06% on INR.

9)
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838 10
2. (F) guEs w@ s & foe Fefofes Sexor Suem

o 1.9072/77
e TS 32/30
et T 57/54
TEIE 145/138

1 WEM, 3 WEW SR 6 WEM & BRaE @ forg snIgrEe
FICTA F AT FQ BE i oft TR i

(8)

(@) =@t SR ¥ enge o Mfew ) SRER R ael
WE ¥ o aed 27 (5)

() w7 s & INR 3R USD & s fafwm <=2 46
25 B W FEH & BRAE IE 45.85 B SR & AehEat
TR w affe W /ge @ e S (5)

() @8 w1 g¢ &6 < e anm =8 8, Fefiaa
fafe = ARew = w Fife
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5.

7

OR

(a) A call option on Canadian Dollar with a strike
price of 0.60 is purchased by a speculator foe a
premium of 0.06 per unit. Assume there are 50,000
units in a contract. If Canadian Dollar spot rate is
0. 65 at the time of expiry, should the speculator
exercise the optioﬁ? What is the net profit on the
contract? Is the option in the money or out of

money? (5)

(b) Distinguish between transaction and translation

exposure. Give an example showing the difference.

(7)

(c) Differentiate between Future, Forward and

Currency Option contracts. (6)

(a) An Indian firm is planning to invest in US. The
project will require an initial outlay of USD 100
Million. The expected cash flow after tax for next

5 years is as following :

P.T.O.
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Yrs. 1 2 3 4 5

CFAT 20 35 40 40 50

(in USD millions)

The cost of capital of the company is 15%. It is
forecasted that INR will depreciate by 3% p.a.
with the initial exchange rate being INR46/USD.
Evaluate the project on the basis of NPV.

(12)

(b) The following quotes are available from New

York:
S(USD/GBP) 1.60/1.61
S(USD/MYR) 0.200/0.201

Suppose that in London you get the quote S(MYR/
GBP) 8.10/8.20 and you have 10000 USD. Is there

an arbitrage opportunity? If so, how? (6)

OR

838

9

Write a short note on any 3 of the following :
(a) Cross border M&As

(b) Greenfield Investment

(c¢) Risks in international investment

(d) GDR (3%6)

(%) S qar women & fawm W o= i (9)

(@) FeRig =R ¥ wn Wi w87 e &
R (9)

B}

() SeT I2@ WIEH & W IJewdl W == il
(9)

(@) Jefew 7 fohe B2 oo “siftre gefem ok we fwa”
w1 AR v frar 27 T s (9)
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