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qte : fu-€t frq s{ii d vea-q frfu\ I grft w-if d oio. wqn d r

Note : Answer any five questions. All questions ciury equal marks.

1. ffifuf, st qR?nfrf, ord gv Er-d fr-q o.r enffi rge qflfrrg :-
(a) d-e nefl qffi .fluil-q

(b) dllul ({ qErRsIflT dedf slffd qlul rlEzrcsff,l

(c) qlwfuo f4furt <t Gt{ qrtrril-{ frF-qq <t
Define and explain the difference between the following :-

(a) Spot market and forward market.

(b) Interest rate arbitrage and covered interest arbitrage.
(c) Real exchange rate and nominal exchange rate

2. {s 6srq of fr-q o-ii "m-q srk enrar o-r ftrqrf, Xfr rrs t frfurq qa sTiffit ot
qrcqr c-sf 6-{ e-6-f,r t t"

Critically examine the statement, "The theory of purchasing power parity cannot fully
explain exchange rate movements."

3. "go. Eit sqq fr tvr d {e r<-q i ft-iTEe d arqur {fl-mt gET i gtr +ft B q-qfu

tyr d rflteT {w ffir fr qtr d orqq $r+1 gil fr Frrro-e orrft t t" qqr q6 melq wel

t? sTq-i sfl{ o-} silf,ruT Errr wE o1fuq I

"In the long run a decline in a country's price level causes its currency to appreciate while

a rise in the country's relative price level causes its currency to depreciate." Is this

statement true? Support your answer with examples.

4. \16 f{ffi gil t-6 qqr B? E-sd eqr o.rd t? gfi' ffid Grefq{efl fr gq-+t

TfufiT at qrcqr alfuq r

What is a foreign exchange bank? What are its functions? Explain its role in a developing

economy.

5. frAqft frfuqq r{ t ailrl ?rcn HqEe-i B? qa d-+ furfkd o1 urft B?

What do you understand by foreign exchange rates? How is it determined?

6. fuiqft frftqq eq if vdTq - T6rq o) e',Trffd o-{i ErA 6l{o'i 6-t quf{ oi aetT {S
fuBrd o{i d affi E-m{ t

Describe the factors affecting fluctuations in foreign exchange rates and methods to

control it.

t. frirft 5-dT di A Pfiiqur A fuq frft=q foftqq #{ ol qrcqr dfuq I

Explain the various exchange transactions for fixation of foreign exchange rates.

8. qtct qt d ttq t enq-or qqr rrsd t?
What do you mean by swap adjustment of interest rates?

e. F{ffi gET at qrka if Fnro-c sni w ssdl qrq t gtr Tqi +fr t, turcqr oit t

Explain why there is a rise in demand for a foreign currency when its price falls.

10. q-.qa fum frdqr fr gtr d,t f{ffi grr tn1 otrd 6\ r,Trff,d o-q so-ft t?
How can increase in foreign direct investment affect the price of foreign exchange?


