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USD 10,009 is lying idle in your Bank Account.
ou are able to get the following quotes from

the dealers:

Dealer uote
v A /USDI 1539 #k_
/B "EUR/GBP 0.9094) £ /:{-;

~ C GBP/USD 1.2752 $ /

Is there an opportunity of gain from these
quotes?
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QUESTION - 09

Followings are the spot exchange rates quoted
at three different forex markets:

\d\ USD/INR 59.25/59.35 in Mumbai

- GBP/INR 102.50/103.00 in London
—
O GBp/USD  1.70/1.72 in New York
The arbitrageur has USD 1,00,00,000. Assuming
that bank wishes to retain an exchange margin
of 0.125%& explain Whether there 1s any

arbitrage gain possible from the quoted spot
exchange rates.
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EXAMPLE - 34

Spot Rate
X/$ =170.50/171.25
3 Months Expected SR
X/$ =174.00
3 Months Forward Rate -_T(‘D*h o\ l. (E’@’j
X/$ =72.50
= $100670

(1) Calculate expected loss.

(1) Whether Ram should enter into forward
contract ?

(iii saving In loss due to the forward
——

contract ?
(Page No. 05)
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EXAMPLE - 35
Spot Rate

/€ =90.00/90.50

Expected Spot Rate

I/£ =87.50 £ oo NlXQ
3 Months Forward Rate (Bank
( ) : {5@1/*0

/£ =89.00
(1) Calculate expected loss. & 125600

(11) Whether Ram should enter into forward
contract? 793

(11)If yes, saving in loss due to forward contract.
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EXANMPLE - 36
Spot Rate $/X =0.01428

3 Months Expected Spot Rate
$/X =0.01333
3 Months Forward Rate

$/2  =0.01370 jﬂ"’i q - USA
MM:
1. Whether importer should enter into forward PR' Q
n
11. If yes, calculate savings in loss due to forward $|% 0'0-'3:F0 ﬂqh/\

contract.
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(D) Exfected [esa

('3% B‘Wa/ % qk SR = $looeTd = R Foo0280 L

Q.01428

I Bba\? af Exlvedtc' SR = %% . I5018%5
Brecled lorg = 4990F6
® Yes, Tnporor shol{ enfer tobo fovond cnfock
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