ADM 3358 A – Midterm Review

Problem 1

You are given the following quotations:

	
	Bid
	Ask

	S($/SF)
	1.45
	1.50

	S(£/$)
	0.40
	0.50



a) What is Sb(£/SF)?

b) What is Sa(SF/£)?


Problem 2

Refer to the quotes in Problem 1 above. How many SF will you need to sell to buy 1740£?


Problem 3

You are given the following 3-month forward quotes for the Euro in American terms:

	
	Bid
	Ask

	F($/€)
	2.1
	2.3



How many dollars will it cost you to buy 1000 Euros?


Problem 4

One-month forward price quote on Indian Rupee (RUP) in New Delhi is $0.025/RUP. An international bank in Dubai is quoting one-month forward price RUP 50/$. Which quote would you accept if you want to exchange dollars for Rupees?


Problem 5

In a year, a bank invested in India when the dollar was trading at RUP 50/$ and the rate of return (in Rupees) on my investment has been 50% over the year. The dollar now is trading -at RUP 30/$. What is the dollar rate of return on my investment?



Problem 6

Refer to the quotations tables provided and calculate S(€/£).


Problem 7

You will be paying 5,000 SF in one month for the goods you have imported from Switzerland and you have just purchased one-month call options with an exercise price of $1.80/SF. The cost of options is $0.20 per option. What will the maximum cost of your purchase be?


Problem 8

You have decided to hedge the sale of 1,000,000£ in 6 months by buying 6-month put options that have an exercise price of $2/£ and cost of $0.15 per option.

a) How many puts will you buy?

b) What will be the cost of puts to be purchased?

c) What will be the minimum proceeds of sale upon exercise?

d) What will be the minimum net sales revenue?


Problem 9

[bookmark: _GoBack]Using the same information as the problem above, what will be the speculative ROR if the spot price when the options mature are:
i) $1.55/£.
ii) $3/£.
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