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Week 7 Exercises SOLUTIONS

1) The direct rate for US dollars to Colombian pesos is 0.000323.  What is the indirect rate for US dollars to Colombia pesos?

[image: ]

2) The indirect rate for 1 Turkish lira to the US dollar is 0.28.  What is the indirect rate for 1 US dollar to Turkish lira?
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3) The spot rate for one Australian dollar is 862.96 South Korean won.  The 3-month forward rate is 894.15 South Korean won.  Calculate the premium/discount for both currencies for 3 months and annualized.
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4) If the indirect rate of the Mexican peso to the UAE dirham is 0.2265 and the price of a cappuccino in Abu Dhabi is AED20, what is the theoretical price of a cappuccino in Mexico City?
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5) A company in Kazakhstan purchases books from a supplier in Jordan with a 30-day agreement to pay in Jordanian dinar (JOD).  At the time of the sale, the indirect quote for JOD is 472 Kazakhstani Tenge (KZT).  At the time of settlement, the indirect quote is 448.  The amount of the original transaction was JOD 6,500.  Calculate the exchange rate gain/loss for the buyer.
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Spot Rate USD COP

Indirect: 1.0000 $       3,096               

Direct:

0.000323 $        

1.0000             
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TRY USD

Indirect: 1.0000          0.2800 $          

USD TRY

Indirect: 1.0000 $       3.5714             
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Spot Rate AUD SKW

Indirect: 1.00               862.96             

Direct: 0.001159      1.00                  

Forward Rate AUD SKW

Indirect: 1.00               894.15             

0.001118      1.00                  

AUD SKW

Spot 0.001159      862.96             

Forward 0.001118      894.15             

Difference 0.000040      (31.1900)         

Prem/Disc 3.49% -3.61%
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Spot Rate MXP AED

Indirect: 1.0000              0.2265             

Direct: 4.4150              1.0000             

MXP AED

Ratio, indirect 0.2265             

Ratio, direct 4.4150             

Cappucino 88.30                 20.00                
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Payable KZT JOD

Indirect rate 1.0000          472.0000    

1) Loan, JOD 6,500           

2) Value, KZT 3,068,000   

Payment KZT JOD

Indirect rate 1.0000          448.0000    

3) JOD required 6,500           

4) KZT required 2,912,000   

Profit (KZT) 156,000      


