download.kaoyan.com

P2 FR  KF
2005 FCEMA L FEMRTLENTF K
421 4@k buémk'*-?ik,%ﬁdzﬁﬁa

ASEEER 5= Sopoin by ) et e e B Y BT A
. I-""a

‘. o= ] [ —
‘ _.El ] .:' "lll: .l IILI =k 'li-‘lll!Ill l-l'-'-.l—-l-l.:l‘iT 1—I-l-u- I-:

lllllllllllllllll

1 In a freely fleatmg exchange rate system, exchange rates are determmed selelv by the forces
of supply and demand which, in turn, are influenced by fundamental economic variables.

2. According to the price—specie-flow méchanism prices are equalized across countries, and the
international payments are brought into equilibrium automatically.

3. According to the theory of the optimum currency area, the trade-off becomes favorable as the
size of the economic unit shrinks. | |

4. The balance of payments is an accounting statement which measures all financial and economic
-transactions between domestic residents and non-residents over a specified period of time.

5. A currency is said to be selling at a premium if the forward rate expressed in dollars is
less than the spot rate.

6. If the first forward quote(bid rate) is smaller than the second forward quote (offer rate) ,
then the forward rate is at a discount and the points are subtracted from the spot rate.

7. If exchange rate inconsistencies exist in different money centers, exchange traders will take
advantage of currency arbitrage opportunities. |

8. An out—of-the-money option is worthful on its maturity date.

9. Purchasing power parity says that the currency with the higher rate of inflation is expected
to depreciate relative to the currency with the lower rate of inflation.

10. If the forward rate is unbiased, then 1t should reflect the expected future spot rate at
maturity.

[1. Transaction risk can not be eliminated by pricing all contracts in the home currency.

12. The Eurobond market exists because investors are able to avoid government regulation and taxes.

13. Although interest rate swaps can be used to hedge interest rate risk, they may not be used
to reduce costs.

14. The Brady plan called on Less Developed Countries (LDCs) to undertake growth-oriented
structural reforms, while the Baker plan emphasized debt relief through forgiveness instead of
nev lending. ' |

15. The foreign exchange market is similar to the OTC market in securities, where trading is done

over the teleplione or through telex. No centralized marketplace exists eccept for a few places
1n Europe. |

—. Single or Multlple-ch01ce Questions (2#10= 20 pelnts) -
1. The current exchange rate system can best be eharacterlzed as a
a. free float b. target—zone arrangement
c. fixed-rate system d. hybrid system
2. Suppose the central rates within the ERM for the French franc and DM are FF6.90403: ECU 1l

and DM 2. 05853: ECU 1, respectively. What is the cross exchange rate betwveen the franc and the
mark?

a. 0.0706 b. 3.35386 c. 3.42933- d. 14. 21215

3. A country’s capital account balance is expected to
a. decrease if its home currency is expected to weaken, other things equal
b. increase if its home currency is expected to weaken, other things equal
c. increase if interest rates decrease in that country and increase in other countries
d. increase if interest rates increase in that country and decrease in other countries

4. The 90-day interest rates (annualized) in the United States and Japan are, respectively, 10%

and 7%, while the direct spot quote for the yen in New York is $0.004300. At what 90-day forward
rate would interest rate parity hold?

a. 0.004430 b. 0.004271 c. 0.004332 d. 0.004176
5. Suppose that the inter—-bank forward bid for March 20 on Swiss francs is $0. 7827 at the same
time that the price of IMM Swiss franc futures for delivery on March 20 is $0. 7795. How much of
an arbitrage profit could a dealer earn per March Swiss franc futures contract of SFr 125, 0007
a. $400 b. $68 c. $215 d. $58
6. Suppose the price indices in Spain and the United States are at 117 and 105, respectively,
oy the end of the year. Both began the year at 100. If the beginning and ending exchange rates

for the peseta are $0. 1320 and $0. 1125, respectively, then the change in the real value of the
peseta during the year is

a. O0b b. -5.0% c. 2.4% d. -8.2%

7. If you fear the dollar will rise against the Spanish peseta, with a resulting adverse change
in the dollar value of the equity of your Spanish subsidiary, you can hedge by
a.. selling pesetas forward in the amount of net assets
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b. buyving pesetas forward in the amount of net assets

. c. reducing the liabilities of the subsidiary
. d. selling pesetas forward in the amount of total assets
B On March 4, Bechtel submits a franc-denominated bld on a project in France Bechtel will not

know whether the bid was accepted until unel. What is the most appropriate way for Bechtel to

manage the exchange rate risk on this contract?
a. sell the franc amount of the bid forward for U.S. dollars

b. buy French francs forward in the amount of the contract
c. sell a call option on francs in the amount of the franc exposure

d. buy a put option on francs in the amount of the franc exposure

9. The most important advantages of IBFs are that
a. they do not have to keep a percentage of their deposits in bib-interest-bearing sccounts

at the Federal Reserve
" b. deposits in IBFs are mot subject to interest rate ceilings

~ ¢. deposits in IBFs are mot subject to deposit i1nsurance assessment
d. they can take both foreign and domestic deposits in any amounts
10. Ghana 1is seeking concessionary financing to build on hundred schools. Which of the following

agencies is most likely to provide such financing?
a. the World Bank b. the International Monetary Fund

c. the International Finance Corporation d. the International Development Association
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