QUESTION -41
If the present interest rate for 6 months
borrowings in India 1s 9% per annum and the

corresponding rate in USA is 2% per annum, and
the US$ is selling in India at X 64.50/9.

Then:

(1) Will US$ be at a premium or at a discount in
the Indian forward market?

\,\.UO ~ (11)Find out the expected 6-months forward rate

){\U) Uq for US$ in India.

<" (@{ii)Find out the rate of forward
premium/discount.
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QUESTION - 38 = onﬁ\{

The following table shows (interest rates for the United Ly ’L
/ States Dollar and French Franc. The spot exchange rate

$? UL is 7.05 Franc per Dollar. Complete tlr:7ésmg entries: F - s A _[_-r}l_
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EXAMPLE - 57 ‘ fmemium in $

Spot Rate %/$ =260 P - 3\“@ _ el-Bo-sgm

] Year FRX/$ =% 61.50 N e

Interest Rates - .’2: 5/ F!Q :
India = 12% p.a. ’ NQ%G\‘l'lV? Intt ECI{Q dﬂ¥@?ﬂ(€
USA =8% p.a. 12-8 = A‘Y_f,q_

Calculate arbitrage gain if you can borrow X

60,00,000 or $ 1,00,000.
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C’afﬁ Tn s ( @ ; gif_gm = 310926823
|08 77000

Cach Oulffus = $igoad K108 -
{113}' N > 1268 23
bt Gan ¢)= $126827 X 61D

- I 8o




EXANMPLE - 58
Spot Rate X/$ =60

1 YearFR X/$ =1X63.25
Rate of Interest

India = 12% p.a.

USA =8% p.a.

You can borrow X 60,00,000 or $ 1,00,000.
Calculate arbitrage.
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EXAMPLE - 59

Spot Rate $/£ = 1.2575 knfmihm_if_\ f,

6 Months FR P S

$/£ =1.2650 fﬂzmwm =g X|V% G c
Rate of Interest _ 1.2650- | 1535 2
_ - —x|dR g
USA =5% p.a. ). 9_5?5
UK =4%p.a. = 1197 hem}‘um In {

You can borrow £ 1,00,000 or $ 1,25,750. nce.
Calculate arbitrage. E&q{'ﬂ/ﬁ IQH' RC\"‘(’ d'“‘w
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