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US =8% p.a. Compounded Continuously
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EXAMPLE - 53
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EXAMPLE - 54
Spot Rate I/$ =374.25
9 Months FR
X/$ =13275.80
Rate of interest
India =7

USA = 8% p.a. Effective.
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EXAMPLE-55 ( Tof)
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EXAMPLE - 56
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QUESTION - 36

On AErill onths interest rate in the UK £ and

The UK £/US $ spot rat
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QUESTION - 37

On 1t April, 3 months interest rate in the US and
Germany are 6.5 per cent and 4.5 per cent per
annum respectively. The $/DM spot rate is
0.6560. What would be the forward rate for DM

for delivery on 30* June?
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OUESTION - 38

The following table shows interest rates for the United
States Dollar and French Franc. The spot exchange rate is
1.05 Franc per Dollar. Complete the missing entries:

3 6 1
Months | Months | Year

Dollar interest rate

(annually compounded) 112 % | 12 %4 % ?

Franc interest rate
(annually compounded) | 1972 % ? 20%
Forward Franc per Dollar ? ? 71.5200

Forward discount per Franc

percent per year ? 6.3%

(Practice Manual)
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QUESTION-39 ( TmP)

The US dollar is selling in India at % 55.50. If the
interest rate for 6 months borrowing in India is

10% per annum and the corresponding rate in
USA iS 4%.

) Do you expect that US dollar will be at a
premium or at discount in the Indian Forex
Market?

(11) What will be the expected 6-months forward
rate for US dollar in India? and

(i1))What will be the rate of forward premium
or discount?

(Study Materal & PM)
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QUESTION - 40

The USD Dollar is selling in India at X 72.50. If the
interest rate for a 3 — months borrowing in India

1s 6% per annum and the corresponding rate in
USA i1s 2.75%.

(1) Do you expect that US dollar will be at a
premium or at discount in the Indian Forex
Market?

(11) What will be the expected 3 — months forward
rate for US dollar in India?

(11))What will be the rate of forward premium

of discount? __
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