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(1) Attempl all questions.

(2) F'igures 10 the right indicatc marks.

SI]CTION_A

What is IMI ? Explain the objectives of IM!. Also describe the main fcatures of IMF.
1.1

OR
What do you understand by the present lntemational Iinancial System ? Discuss thc cooperative

efforts to stengthen the lntemational Mo[etary Syslcm- 14

SECTION_B

$'hat is foreign erchange market ? Critically examinc the impact ofdevelopments in thc

emerging fbreign exchange markets. '7

A company has purchased equipment from an Amcrican firm for S 60.00,000 payable in
4 annual instalmen!. The lirst inslalmeot is palable immediately. The llS companv allo$s,
crcdit at 6% p.a. The purchaser, whose revenues are in sterling, is at risk liom an apprcciation

ofthe US dollar against sterling. lhe purchaser shops around fbr forward contracts and finds

that the UK subsidiary ofa US bank is prepared to offer one, two and thrce year forward
contmcts ar fl = $1.47. 11 - $1.4,1 and fl = $l.,ll respectilelr-. The spot ratc is
fl = 51.50. Should the fonvards be used to restructure the debt ? 'l

OR
Explain the structure offoreign exchange market. '7

Given the lbllo\aing information,

Compute the forward rate for lis dollars for 6 months and 9 months forward.
SpotUSDl-Rs.46.25
lnterest rate in lvlumbai :

I fo 6 months 6Vo p.a.

6 months to one year 7o/r p.a.

Interest rate in USA I month to 12 months 5yo p.a. 7

Note:-

l. (a)

(b)

2. (a)

(b)

(c)

(d)
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3. (a) Define exposure management. Discuss the geflcral principlos ofsupportiDs in exposure

informaliofl s)'s1em. 7

(t) Studies ha\'e lbund that corporations based in the United States t"lpically have Iorv exposures

to other currenoies. ln contrast. studies have found thal a much higher pcrcentage of firms

in other countrics (including Canada. Germany md Japan) are exposed to the doll.r- \\'hy
might this be ? What does it suggest aboul currency risk managemcnt in these countries

rclative to currency risk management i! the United States I 7

OR

(c) Define Transactions exposure. What will be your approach in managing the transaclion

exposure ofyour firm ? 7

(d) Among thc three t)'pcs of exposure : tianslation, tansaction and economic, which is the

casiest 1() manage ? $'hich is the most dilficult ? Explain 1'our reasoning to :uppon rour
ans\\et 7

SECTION_C

.1. (a) I race-out the lactors that lead to the delelopment ofEurocurrency markct. 7

(b) \!hat do -,-ou understand b) intemational bond market ? Discuss the lbatures ofintemational

bond marker. 'l

OR

(o) What is Eurobond ? How is it differ liom domcstic bond ? '7

(d) What is [urocrcdit ? llxplain the rr,rle ofsyndication in Eurocredits. '7

St]CTION_D

5. A bank does a suap oflJSD 1,00,()00 selling spot and buving two months forward. IJS dollar

is quolcd locally at Rs. 49.1900'2200. Trvo months fonvard is qlroted at l0p. above spot rate.

lnteresl in \lumbai is l2% p.a. Intercsl in Neu York is 6910 p.a. Brokerage on srvap deal is

L5 paise per Rs. I00. You are reeluired lo calculate the gai&loss made by thc bank on the swap.

l4
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