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1.     (a)    What is intemational monetary system? Discuss the different types of market

mechanisms for establishing exchange rates.                                                      (9)

(b)   Explain the Balance of payments (BOP) and its components. What are the

various factors affecting the Balance of Payments (BOP) of a country.

(9)

(OR)

(c)    What are fixed and flexible exchange rate regimes? Explain why countries

pursue certain exchange rate regimes?                                                                (9)

(d)   Discuss the role of work Bank Group in regulating and facilitating international

financial flows in global financial environment.                                                  (9)

2.     (a)    What   are   the   characteristics   and  functions   of  foreign   exchange

markets?  Discuss  the role  of government intervention and influence  on

exchange rate.                                                                                                               (9)

a)   Explain  the   Interest  Rate  Parity   (IPR)   Theory  of  exchange  rate
detemination.                                                                                                             (9 )

(OR)

(c)    Discuss the impact of relative inflation rates, relative interest rates and relative

income levels on exchange rate of a country.                                                   (9)

(d)   Explain the Purchasing Power Parity Theory of exchange rate determination.

(9)

3.     (a)    What are foreign currency derivatives? Distinguish between foreign currency

futures and options.                                                                                                    (9)
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(b)   The following rates appear in.the foreign exchange market :

Direct quote Spot rate 2 Month forward

(erg) €60.75/61.06 €61.50/62.00

Calculate :

(i)  How many dollars  should a firm sell to  get €61.50 million after 2
months?

(ii)  How many rupees does the fimi require to pay to obtain US$ 2,00,000
in the spot market?

(iii)  Assume the firm has US $ 50,000. How many rupees does the firm
obtain in exchange for the USS?

(iv)  Are forward rates at premium or discount? Determine the percentages
also.                                                                                                                                        (9)

(OR)

(c)    What is hedging? Discuss the pros and cons of hedging to the firm.       (9)

(d)   Determine arbitrage gain from the following data :

Spotrate                                              :     {91.2/£

3 -Month forward rate                :     €91.7/£

3 -Month interest rates               :    Rupees (€):  9% and British (£):  5%

Assume €10 million borrowings or £200,000 (as the case may be) to explain

your answer.                                                                                                                 (9)

4.     (a)    What is currency forward? In what ways the currency forward contracts

differ from currency futures contracts?                                                             (9)

P.T.O.
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(b)    Suppose that Ganado  Corporation,  a U.S.  firm,  sells merchandise on an

open account to an Indian buyer for €18,00,000, with payment to be made

in 60 days. The spot exchange rate on the date of the sale is $1.1200/{, and

the  seller expects  to  exchange the rupees  for €18,00,000  x  $1.1200/{ =

$20,16,000 when payment is received. The $20,16,000 is the value of the

sale that is posed to the firm's books. Accounting practices stipulate that the

foreign currency transaction be listed at the spot exchange rate in effect on

the date of the transaction.

Determine :

(i)  Which type of exposure involved in this transaction?

(ii)  If the rupee weakens to $1.1000/€, when payment is received by the

U.S. seller, what is foreign exchange gain or loss on sale?

(iii)  If the rupee strengthens to $1.3000/{, when payment is received by
the u.S. seller, what is foreign exchange gain or loss on sale?      (9)

(OR)

(c)    How  would  you  define  translation  exposure  and  economic  exposure  to
exchange risk?                                                                                                              (9)

(d)   GQ Company manufactures LCD televisions. It imports key components
from  South  Korea  at  South  Korean  Won  of KRW6,00,000.  Further,  it

assembles them in India at Rs.6,000 and sells at Rs.37,000.

RY Company, a competitor of GQ, imports key components from Japan at

¥70,000 and assembles them in India at Rs.6,500. RY sells its Televisions

at Rs.38,000. In a year's time, KRW depreciates by 50/o against Dollar and

Yen  appreciates  by  2%  against  Dollar.  Assuming  that  Rupee  remains

unchanged, which manufacturer benefits more by change?                          (9)
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5.     (a)    Briefty discuss the various types ofintemational financial instruments.     (9)

(b)   What do you mean by cross-1.isting of shares? Distinguish between GDRs
and ADRs.                                                                                                                       (9)

(OR)

(c)    What is international money market? Discuss the features, functions and

participants involved in intemational money market.                                       (9)

(d)   Distinguish between international bond market and global equity market.
(9)

I.      (E)  ri5fiqu`seffl rd tFqT €7 iafha iRtrfu edi± Pe iaRFTHEFTI i± rml
ch. |R al qrmi                                                                          (9)

(iF)  g]TfflTti9€FT (@aan) Gis iHi± qEi¥ aPr qTgT trmi fi5fl ed a graFTgiv

(Ran) a H`rfu ed ri faRE T5Tes fflT ¥[                                     (9)

HENIE

(q)  firffro 6it .ffi iaETFT er tFqerTg® fflT ¥? qa ed fir in q5 iaRH ffiH
i={ iFacaTq® ffi rd ¥?                                                                             (9 )

(F)  aiha `ma TTrfu ¥ axe iaiin rma tar iaETqiir ed 3it EReniRE ch
¥ Tq5asnI @ agiv R ed trmi                                            (9)

(tF)iaRfl`g;gTqTwh.tfifae3itqTffiquT¥7iafhaiRTRedi3RIin3iermTq
Efr Ro q{ ed ififiri                                                                      (9 )

(iF)  iaiha iR ifrfu aETa iRHFaT  (6TffialR) RE E tFiRIT Erm`         (9)

(en)
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(q)iaF@inqfriarfirmiRTRwhqTgriti,whHTiFTiti3it[whsmai5tiii
ira tR ed trmi                                                                    (9)

(q)  fiiha T5{ iatfu a iFq rfu tFTaT its fl iFTen rmi                     (9 )

(tF).faan IIr tlRI tFqT ¥7 ice I=T tTTq€T air 3ini± ffi 6fit Eifei      (9)

(iF)  fian ¥=T qTfflI ¥ F]tirtlRqtl i¥ RE an ¥ :

5Tfeife ifete 2qffiffltRE
(€/S) €60.75/61.06 €61.50/62.00

TTuffl rm :

(i)  2 Fan aia  {6i.50  iffi HTtET ed i± ifr ¥EFT T5S a iaT5} ife ffi
Ej=it

(fi) ife qT5± S us$ 2,00,000 HTta ed i± iir Tri ch ia5ch wh Hr ¥rmT
tin in?

(ifi) FIT rm fit T5fi i± tina us$  50,000 ¥i  USS Er ed ffi ch iaT5} wh
life ¥?

(iv) EFqT whdi*.REffli±tR¥7 Hffro thiaEfiRdapi      (9)

EEalH

(IT)  an tFqT ¥7 T# i} ft an i} qH 3it fin q{ ed qENiri (9)

(F)  iiHrtlRqtl in a enffiF aiq fitffi ap :
Ffrk :  {9i.27£

3  -qaa-tft Tifefa :  =9i.77£

3  -  Hat tfr qTiFT ife iiqp  (€):  9%  Sir ira  (£) :  50;0

ari Silt ch Hq ed a fu ilo iaiin 3€zR ffl £200,000  (iin th qFTaT a)
qFT anl                                                                                            (9 )
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4.   (iH) ffiian life tFqT €7 ire life rife ire TFIr qRI a ifa
a{a a itr ¥?                                                                                  (9)

(iF)qFTjtPeiaTTHTaqfiEL,pEFq6:TH:.t5fi,{EFrfuiiaimch€i8,00,000¥S
ed q{ TTa ffi a, iin ¥]rmF 60 ian ¥ fin ffl]T €i ian Ea ian TIT rfu
iaiha it Si.1200 ;i €, 3it fifa Eir rfe € iaT gTTfflT HTta ch TIT Ta wh a

€i8,00,000  x  Si.1200;€  =  $2O,16,000 a.aEFini  $2O,i6,000 ia3frfflTF¥ifr

vi di ra a ed €1 arfu 5IqTsff a qa fitffifa iin iiqT a i± ian BET afa
ch ife ifr ian T]{ mTrfu rfu iafha i;t TIT qu iin iHT]T rfui

ire rm :
(i) Eu awh a ifa 5IEFR t5T iRE rfu €7

(fi) rfe 6ae iain ERT glfflT HTta di TR iiqqT wh in Si.iooo ;= a
iHT5T a, ch ian ql iaan g=T al¥ qT rfu EFqT g7

(iii)  ife 6TRE fain i=i{r g]TaFT HTta di TR iiqqT TiHqu in  Si.3000 ;€ a
iHTm i, ch ian R fian IET " qT rfufflT ¥7                                (9)

(en)

(TT)  6]TtT rfu iin Sit ± irm Er Pe ife irm a tsa qRife
qan?                                                                               (9)

(Er)  ifroQ ffi es E5tin ffi €i qa rfu rfu a 6,00,000 i±3TT©R a
rfu as ifr TIT Hgr FEEif tFT 3ITqTa ed ¥i EHa 3fflqT, qa 3i% aiR5- ¥

6,000 ed ¥ 6Tain ed a air 37,000 wh a. arfu €i

ifro` ch VEFT HFfrofi 6TRrf ffi fflqFT a 70,000 dr ttI Hgr qEqff iFT 3maia

ed € air 3t± qTRT ¥ 6 ,500 wh S rfu ed ¥i 6TRIT€ rd 2tlr`Irawll 38 ,000

ed¥aid¥iFTqSqPraTrfu¥,ifei}Trdi±8TRRI`5%fflaiHm€3it
ife i± Tnd fa 2% ag iHm €i qa FPla gg iaT iiqqT erqRalfa T5aT a, qRqfa

a ifa ith ri rfu aTq in ¥7                                             (9)
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5.    (H) iaRIiTqiR a 3fa faihawh TRrfu¥ ed qrmi (9)

(-RT) as a ire-iEL a aTrqt5T fflT 6Tin a? ifl.ft.sin 3ir un.6m i} rfu 6fit
qt]TETl                                                                                                                                                         ( 9 )

(en)

(TT)   6fatiqu ¥=T aTffl{ EFqT ¥7 6faap IFT aTffl{ a iaindi, ffi 3ife ri rfu
rfuTffi TR ed rmi                                                                   (9 )

(F)   6f5ap ife ffltlR 3ft{ ire Efae qTffll a fa 3fFT aaTFTI (9)
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