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FOREX :
=

List of unique questions with specific
points to be remembered :

d. No . Topic specific points .

d-LC premium /Discount provide two solutions

in two way quote.
E) Prem /Disc on bid rate

and ask rate separately.
⊕ prem / Disc on mid rate

[i. e- mid of Bid & Ask]

÷:::::::÷:]{ of CMA institute butend
- LD Broken Period • calculate prom/Disc

swap Point using average value as base .and prom /Disc

on average
i.e. FRI

Avg ⇒ sRRrate .

• As specificallymentioned
to use average rate

.

d-2D IRPT /PPPT • Ignore
"

annually
compounded

"

word
and solve question .

• No linkage of 3m data
with Gm & Hear .

• All are separate .

d- 313 Forward • consignment rate is

hedge custom department rate
• calculate less /gain using
consignment rate .

• prem /Disc using Bank
rate .
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Q - 3C Prem / Disc •SR : $1 = FF 5.70

and transaction ◦ prom on Franc ⇒ 5% [god]
loss /gain • correct calculation of

90 days rate is to increase
$ value

◦ However
, ICAI started

doing approx calculation .
• so

, prefer following .

→ Base

currencyprem /Disc = ?
→ i - e

. Disc on $ = 5%
→ $1 = FF 5.70 - 5%

⇒ Apply same rule in all d.
d-3D Prem /Disc and SR : £1 = can$ 2.5

loss /gain Viren : can$ decline by 2%
Think about base

currency £ .
Here

, £ should appreciate by 2%
Hence : GM FR : £1= can$2.5

+ 2%

same technique
.

d-3 F- Forward niven : Exchange rate will
hedge decline by 8% but

not mentioned which

currency .
Interment : It will work
in this question

.

Assume 8% discount on
base currency E)
Because rate is 2--1 = JPY✗✗9

It
will

WO

Interpretation -2 : Kis currency
in
all Question.-

Ko depreciate Karine se
importer ko loss hoga USKO

depreciate KisiYe .
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d- 3-F forward hedge ◦ upfront premium is calculated
on equivalent amount calculated

using forward rate .

• It is payable today
◦ Hence take loan to pay
this and

repay loan atGm .

◦ Amount under forward cont

= contract Amt@FR
r + Repayment e. Fv of

upfront premium]
d-34 forward hedge • 6M LIBOR⇒ 2%

for loan It is annual rate derived

using 6m life securities
traded in London money
market

• for advice : compare

Expected rate and FM
No calculation required

.

d-34 Forward hedge °

Exactly same as d-34for loan . But for advice : calculate
FairMusing TRPT and then
compare with actual FR

d-3I forward hedge • Average loan life is 3.y
for loan . Year with overall tenure

as of 5Years .

Average life • Do all calculation for 3-4
is given years assuming 0% Time Val .

[Infact it is "para"]-
• In third point there is
mistake in ICAI solution
Appropriate : Take Total

saving in hedging cost
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ICAI : Took only 2Year=
saving=

• For prom /Disc in point -Liii)
Do same treatment
Rate : -11=2--90
prem on E = 10%

Think for base currency
Disc on $ = 10%

"

= f. I = 2=90 - 10%
d-3J contribution to • Average contribution to

sell ratio sell ratio

=

Total contribution
Total sale

• Receivable : ¥ /$ / €
•☒ : 2=1 = ¥ /$/€ ✗✗✗
Use ASK rate to convert .

$-4B Settlement on • Time Value amount is

different dates. converted
using FR

• 2120 net 90

2% discount by Paying in
↳ days otherwise normal
credit period is 90 days .

Q - 513 Moneymarket
• AS only interest rates

hedge .
are given .

use money
market hedge .

• ICAI calculated loss/gain
also by comparing MMM
amount with receivable

recorded at SR.
◦ Recommended to calculate
loss /gain also - ( if you
remember]
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d- 5C Money Maria • use net receiptat 2m

hedge . = £100,000
• SR : €1 = £ 1.7820/1.7820- • 0002 1- • 0002

⇒
• strength wise rate is illogical
but specificallymentioned
per €

d-5E Tax adjustment . outflow under forward cont
on forward = forward amount
contract & Mmm ± Tax or tax saving

• In money market hedge
use interest rate net of
tax

i.e. Interest rate ✗ (1--1)
d- 5F MMM with • calculate % cost in

cost of point fig
Extra outflow underforward hedge . cost =

✗ too

Equivalent aint
@SR

d- 62 Cross rate ◦ cover rate ⇒ Applicable

interbank rate to buy
4K$

Q- GE Cross rate • same as GD

• Mum - London £74.3
÷
.
-fit

-

= 2=74-30

London - Copenhagen DKK1142
-

'

.

.

'

= DKK 11^42

feign :

Éña=f¥✗¥⇐]
/ / • similarly calculate Newtonsrate and select beneficial
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d- GF Cross rate ◦ First calculate Cross rate

◦ loss due and then margin adjustment
to strike

.# : Bank approaches
Inter Bang hence
inter Bank rate is

applicable . So first
cross then margin

d-6h ◦ Cross rate • same treatment as d- GF
• In previous solution 2-CAT

adjusted margin first and
then cross -

• Now ICAI corrected it 's
solution .

Hence
,
first cross then margin .

Q - GH Cross rate . • same current rate is

quoted by two
'
banks .

◦ Hence compare two bank rates
and select beneficial to
calculate minimum CHF outflow .

=

• problem in rate interpretation
also .

• first Curren@base
USD /Chf : $1 = CHF ✗✗✗

d-GI partial

hedging
• Actual strategy : Buy spots
and convert it into ¥ usingwith cross 6m FR .

rate
• Interred :

Buy $ at GM SR and
convert $ into # using GMFR
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Q - 7-A post shipment Due to transit period of 20 days
credit . Notional due date = Go -120=80 days

Applicable forward rate :
Either 2m or 3m

• As swap points are in increasing
order C-e. premium) . forward
period is rounded to lower side
C- e. 2nd
⇒ Agar discount hota to ⇒ Higher

rounding off ( 3m)

d-8A Home currency • Reauirement ⇒ calculate rate of return
and foreign • confusion ⇒ which currencyreturn ?
Currency . As premium on $ is given
return calculate home currency return .

d-813 it . standard & poor Index is US

market index
.

d- 8C it •ICAI solution is approx calculation
we can opt same solution or

we can give accurate calculation .
◦ Assume interest cost in net af
withholding tax

• hross cost when raise fund from
us and Swiss

Is

1¥27 [?÷]
Add: premium Addiprmiwm
I, f.
×

Net cost in Euro

I 1
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d- 8D Real • Normale& real value is in
appreciation current purchasing power
depreciatory ice . in terms of current inflation

In other words
, Today 's Real

and nominal value is same
.

• But in this question today 's
Value and year ago value
are given .
So 1-Year ago value is both
real value and nominal value .

• If question is silent assume
given value are Nominal .

1-
Rate Rate
He Is

Real, ominal]]
[Nominal] ¥
both

[Real✗kind≥ ]Ctinf
I

• Question asks to calculate

prom/ Disc on £ .

So you can use s ✗ 100

But ICAI used ✗ too

d-8^4 Home currency ◦ Rate is ambiguous
or foreign ◦ market rate in London for $ &#
currency ↳ Irrelevant .
return . •

Apply strength to interpret rate .

• Niven : London office has surplus

But question solved taking loan .
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Q- 9 B cneographi • As customer visits all

of 3 markets
. Margin is apple

'
-

Arbitrage cable on all rated
.

• calculate all 3 merchant rate
first and then cheek
arbitrage .

d- 10A cover int Rate: DEM L = CAD0.775

arbitrage parity:
④ t.CAD) = (+ % DEM) ✗F⇒
If LHS> RHS ⇒ Deposit CAD
If LHS {RHS ⇒ Deposit DEM

d- 10C Arbitrage • If we approach Bank for
and Forw- negotiation of forward rate
Negotiating then we approach for fair

forward rate C-e. calculated

using IRPT / PPPT)
d- 11C Nostro • DD purchase :/ Bill purchase !

rostro Increase Exchange Position
No effect in Nostro - balance

.

• Remitted by TT :

Decrease both exchange position
and Nostro balance

◦ Drafted :

Jo Draft issue Kiya tha Wo
cancel honge . To purchase?⃝Ya tha Wo Kabi cancel]
Nahi lnosakta .

Increase Exchange Position
No effect in Nostro bal .
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Q - 12A LC

Arrangement
°

Opening charges on Equivalent
amount calculated@ SR .

• periodic commission on equivalent
amount calculated @ Frg

• outflow under LC

= FV of opening + periodic comm
+ Eauiralentamt @ Frg

d- 13A cancellation • opposite contract at forward
rate for the period remainingto maturity .

d- 13C partial ° Execute original contract for
cancellation full amount@ agreed FR .

•

jousehuwasekarengeJonahihuwawapaskardenge@sR.Q
-14A Extension ◦ cancel original contract

and enter new contract for
new due date

Q - 1413 Extension • spot rate quoted in wrong way
First rate ⇒ Ask rate

second rate ⇒ Bid rate .

d- 15A Early
delivery

• Execute original forward contract

at agreed rate before due date

and settle this amount in
Inter Bank ⇒ Difference is
outflow / Inflow of fund on
which interest to be calculated

.

• count period from remittance

date to original due date
C-e. from 2-Mar to 31 . Mar )
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'

◦ In this question Institute

commited mistake in counting
but in other question IT I

is correct -

• swapl
Difference between :

① Rate used to cancel original
Inter Bank FR and

④ Early delivery Kodo inter
Bank me settle Kiya Wo .

Q- 16A After • Customer me approach Nahi Kiya
Due date . on Due date :

① Sabse pehle Inter Bank ki

delivery lo so starting me
cover Kiya tha .

USKO inter Bank market me

settle Karo .

• Jo Difference aaya uspe
interest nikalo "Maxcy

"

④ Yek new contract Karo

Inter Bank me for 3 days .
If 3 days FR is not available
then nearest shortest FR

prevailing on Due date .

*

His rate ka difference
settlement b-ale rate se leke

Swap loss mikalo .

• Aab Due date +3days Pe
customer Ke Sath contract
cancel Karo at spot rate .
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d- 17A
'

cross • Deal in both foreign currency
.

currency • original deal ⇒ sale $
Deaf square Off ⇒ Buy $

◦ loss /gain in € #
convert it into £

d- 18A Leading ① Receivable & Payable ko
tagging separately cover Karna nai

cash flow date match tame

ke liye Time Valle consider

karenge .

④ Net amount ko forward contract

apply karenge but
cancellation bhi karenge so
Petite se enter Kiya tha .

ICAI me apne main solution

me given points to swap point
Nahi assume Kiya nai but

niche note diya nai ki
students swap point bhi
assume Kar Sakte hai .

⇒ we must provide solution

assuming swap point so

class me Kiya nai

Q-19 A parallel mere bale ko Tu loan de
loan Tere bale Ko Mai deter hu .
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d-20A Melting aft • Indian sub will be owed by Malaysia,
MIT Malaysians

◦ Indian sub will owe to us

Indians It

d- 2013 Melting off Net exposure : Difference in cashflow✗
Difference in rate

d- 21A Cash • Decentralised ⇒ Total deficit
management of all sub in holding co -

currency .

• centralized ⇒ Total deficit
- Surplus .

d-2lb Advantage op-h.my : pool all fund in holding
of swapping co . country and invest .

OPHIR : Individually invest in
own country and
convert in holding co -

currency using RRand compare .

d- 22A Exposure High risk
manage

met ^

matrix
.

No

1
Active

hedging trading
Low c-Hi'h
Reward full selective reward .

hedging hedging
tow risks


