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Insituctions:

¢ LRead rhe questiens properly and write the answers in the mven answer book.

The respective marks (or each question are indicated ri-line.

¢ [Ja not write any thing on rhe question paper.

¢ [ndicate correct question numbers in front of the answers,

» No questions or clarificatians can be soughr during the exam period, answer as it is, giving reason, if any.
s Use of scientific calenlator is permitied.
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Part-A
Answer all questions

Faxplain the current account convertbility and capital account convertbility in the
context of global financial integration. Why is Balance of Payment (BoP) an important
indieator of nnderstanding the globat inuncial system?

OR
Discuss the development of global financial regulation in the backdrop of global
financial integration.

Discuss parameters used for, and efficacy of widely acclaimed Global Competitive
Tndices such as Hase of Dotug Business Index, Index of Economic Freedom and Global
Opportunity Tndex in measuring countries’ economic swength. How do you view India’s
posidon in these rankings?

Discuss the mode of operadon of Hedge funds and Venture Capital {unds
mternatonaily.

Whit is meant by the terminology that an option is in-, at-, o out-of-the-money?

“Brexit has spread cconomic shock waves across the globe.” Discuss the impact of
Brexit on Developing Economies.

“Demonetisation and Remonetisation of high value currencics in Tndia 15 a politically
correcl but economically incorrect dectsion”. Write arguments in favour and against the
fratemont.

Discuss Comparative Advantage and Absolute Advantage theories. Does present day
international trade adhere to the principles underlying these theories anymore?
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Part-B
Answer any three questions:

Assume you are a reader with Peutsche Bank, From the quote screen on yowr computer
terminal, you nofice thar Dresdner Bank is gquoting €0.7627/31.00 and Credit Suisse i3
offering SFL.1806/51.00. You learn that TJBS is making a dircet market between the
Swiss franc and the ewro, with a cwerent €/SF quore of 0.6395. Show how vou can make
a triangular arbitrage profit by teading ar these prices. (Ignore bid-ask spreads for this
problem,) Assume you have $5,000,000 with which to conduct the arbitrage. Whar
happens if you initially sell dollars for Swiss francs? What €/SF prce will climinare
triangular arbitrage? '

On 25" July, your customer has prosented to you at sight documenc for USD 10000
under an irrevocable letter of credit. The lotter of credit provides for reumnbursement by
the negotiadon bank’s own demand draft on the opening bank at New York.

Assuming US $/ Rupees ate quoted in the local interbank market as vnder:

Spot S1 = Rs 62.6525/6650
Spot/August 6000,/5700
Spot/ September _ £.0000/0.9700
Spot/ October 1.4000/3900

Transir p(_:rihd for bifl 1s 20 days what rale wild yOU Quote o your customer pi‘ovided yOu
require an exchange margin of (.15%.
Also ealeulate and show the rupee amount pavable to the customaer.

While you were visiting London, you purchased a Jaguar for (35,000, payabic in three

months. You have enough cash at your bank in New Yotk City, which pays 0.35%

interest per month, Compounding monthly, to pay for the car. Currenty, the spot

exchange rate 1s $31.45/f and the three-month forward exchange rate is $1.40/£. In

Fondon, the money market interest rate is 2.0% ltor a three-month mvesunent. There

are two alterpauve ways of paying for vour Jaguar.

(2} Keep the fitnds at your bank in the 1.8, and bay £35,000 forward.

(b) Buy a cettain pound amount spot today and invest the amount in the UK tor three
manths so that the matutity value becomes equal to £35,000.

Evaluate each payment method. Which method would you prefer? Why?

Suppose thatl the treasurer of IBM has an extta cash reserve of $100,000,000 o invest
for six months. The six-month interest rate Is 8 percent pet aniram it the United States
and 7 percent per annum in Germany. Currently, the spou exchange rate is €1.01 per
dallar and the six-month forward exchange rate is €1.99 por dotlar, The treasurer ol 1BM
does not wish to bear any exchange risk. Where should he/she invest fo maximize the
returny
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