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Q1Explain Nostro account.        3marks 

 

Q2 Explain Spread in forex market.      3marks 

 

Q 3 Explain Triffins paradox.       3marks 

 

 Q4 Explain Foreign Currency Exchangeable Bond.    3marks 

 

 Q5 Explain Open position risk.       3marks 

 

Q 6 Spot EUR/USD rate is 1.2328  

6 month forward rate is                  1.2225  

USD interstate is 1.5% -------------p.a.  

EUR interest rate is 4% ------------p.a. 

Identify arbitrage opportunity (if any) on 1 million.    5marks 

 

Q 7 Case study: 

The Reserve Bank of India pumped in USD 3.18 billion in the forex market to arrest 

the slide of the rupee in August, when it fell to an all-time low against the dollar. As 

per the RBI's monthly bulletin, the central bank bought USD 724 million from the 

market in August, leading to net sales of USD 2.46 billion. However, the 1 dollar 

sales in August were almost half the amount in July, when the central bank pumped 

in USD 6.026 billion.  

The Indian currency touched a record' low of 68.85 against the dollar on August 28, 

2013 amid concerns about a widening current account deficit (CAD) and fears of 

capital outflows when the US Federal Reserve starts tapering its stimulus 

programme. The central bank and the government took steps that helped the rupee 

to recover. To stem the rupee's decline, the RBI had raised funding costs for banks 

in July. Steps were also taken to reduce gold imports, a key reason for the record 

CAD in 2012-13, when it touched 4.8 per cent of GDP or USD 88.2 billion. The CAD 

was USD 21.8 billion, in the April-June quarter of the current fiscal. The government 

aims to narrow the gap between foreign exchange outflows and inflows A to USD 70 

billion this fiscal. 

The RBI's bulletin said that in the forward dollar market, outstanding dollar sales rose 

to USD 9.05 billion in August from USD 4.74 billion in July.  

(i) In reference to the case study explain the concept of Managed float. 

(ii) Explain CAD (Current, Account Deficit)  

(iii) As per the case study what are the possible reasons for the decline in value of 

rupee  

(iv) Highlight the steps being taken by the RBI to control the depreciation of Rupee.  

(v)What was the record low level which INR touched against USD in August 2013. 

           10marks 

 



Q 8 USD/INR spot rate is 65.1967/65.4280. 

For the above, calculate spread, spread %, midrate and inverse quote. 5marks 

 

 Q9 Following are the quotes available in market: 

GBP/USD 1.6985  

USD/AUD 1.1875  

4 GBP/AUD 2.0195  

Find arbitrage opportunity if any on 1 million.     5marks 

 

 Q10 Following is the GBP/USD rate: 

1.3789/1.3950  

Find for the above quote spread %. If 6 month GBP/USD quote is 1.3260/1.3350 the 

find the annualized premium or discount on the mid rate.   5marks 

 

 

 

 Q11 Given are the options to invest 5 million INR for period of '3 months'. 

 

 

.           5marks 

 

Q12 Write note on Foreign Exchange Dealers Association of India (FEDAI).  

          5marks 

Q 13 Explain the merits and demerits of fixed exchange rate system.  5marks 

 

 Q14 Describe in brief the issue process of GDR.    5marks 

 

Q 15 Write note on role of BIS (Bank of International Settlement).  5marks 
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