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Unit I

1. Explain the factors affecting the exchange rate

of currency under a system of market-

determined exchange rate, and show the impact

of weakness in U.S. $, decrease in interest

rate and inflation rate and industrial reforms

on Indian Rupee in international market. 14

2. Explain the following : 6+8

(a) Difference between Spot market and

Forward market of foreign exchange.

(b) Role of RBI in exchange rate control.

Unit II

3. What is expectation theory ? How does it

work ? How does it differ from interest rate

parity ? Give an example to illustrate your

answer. 14

4. Explain the following : 8+6

(a) International Fisher Effect.

(b) Factors affecting forward margins.
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Unit III

5. What is currency option market ? Describe its

features. Explain the trading and settlement

mechanism of currency option market. 14

6. (a) Differentiate forward and future contracts

with suitable examples. 7

(b) Explain the features of Currency Swap.

7

Unit IV

7. (a) American Depository Receipt. 7

(b) Euro Currency Market. 7

8. Explain the various techniques to manage

transactions risk and exposure with examples.

14
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