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Section A 
Number of questions: 65 

Marks: 65 
 

Multiple choices: Please [] mark for the correct answer. 
Part A: Answer all questions.      1 mark each 
 
1. Cognizant India (Exporter) is selling $ 100 Mn in INR with JPM, India. Cognizant 

India can enjoy which of the following Options: 
 

a) Spot Conversion 
b) Tom Conversion 
c) Cash Conversion (Value Date Today) 
d) All of these  

 
2. Cognizant India (Exporter) is selling $ 100 Mn in INR with JPM, India. USD/INR 

spot trading at Rs 68/ 68.10 with Cash Spot as 5/5.5 P. Which of the following would 
be net rate (assuming no brokerage) 
 

a) 67.9450  
b) 67.9500 
c) 67.9475 
d) Any one of them 

 
3. L&T India (Importer) is buying $ 100 Mn in INR with Citi Bank. USD/INR spot 

trading at Rs 67/67.10 with Tom Spot as 4/4.5. Which of the following would be net 
rate (assuming no brokerage) 
 

a) 67.0600  
b) 67.0550 
c) 67.0575 
d) Any one of them 

 
4. Infosys Technologies Limited (India) can’t take position of which of the following 

hedge structures in his books:- 
 

a) Cash Flow Hedging 
b) Fair Value Hedging  
c) Net Investment Hedging 
d) All of them  



5. Which of the following is an exposure in the books of Infosys Technologies Limited 
(India) in $ or INR terms  
 

a) Transaction Exposure 
b) Translation Exposure 
c) Revaluation Exposure 
d) All of them  

 
6. Infosys Technologies Limited (India) is having term deposit of Rs 20,000 Cr with SBI 

@ 9% for 1 Year. Conversion of INR deposit in $ terms during consolidation in $ 
books are known as:- 
 

a) Transaction Exposure 
b) Translation Exposure  
c) Transaction & Translation Exposure 
d) None of them  

 
7. Which of the following functions not pertains to Treasury of a Corporate Entity 

 
a) Treasury Front Office 
b) Treasury Middle Office 
c) Treasury Back Office 
d) Loan department  

 
8. What do you mean by Swap Annualized Premium either for an exporter or importer 

 
a) It is a Repo rate charged by RBI from banks 
b) It is a Reverse repo rate charged by banks from RBI 
c) Excess rate charged by one bank over other on overnight basis 
d) It is % equivalent of premium received or paid by exporter or importer over 

spot rate  
 

9. Which one of the following is odd man out in respect to Treasury Front Office 
 

a) Buy and Sell of FX in Interbank market 
b) Buy and Sell of Securities in Interbank market 
c) Taking new and reversing of old positions as per Corporate mandate 
d) Taking care of documentation of Treasury function  

 
 
 



10.  Which one is an exact role for Treasury Middle Office 
 

a) Buy and Sell of FX in Interbank market 
b) Buy and Sell of Securities in Interbank market 
c) Taking new and reversing of old positions as per Corporate mandate 
d) Managing existing and necessary amendments to create new risk management 

policies  
 

11.  Which one is an exact role of the Treasury Back Office 
 

a) Buy and Sell of FX in Interbank market 
b) Buy and Sell of Securities in Interbank market 
c) Managing existing and necessary amendments to create new risk management 

policies 
d) Taking care of respective Treasury documentation as per approved corporate 

risk management policies  
 

12.  If USD/INR spot is trading at 63.20 and one year fwd outright rate is trading at 63.30 
then which of the following statements are true 
 

a) Forward curve is almost flat or  At the Money (ATM)  
b) Forward curve is Deep In the Money (ITM) 
c) Forward curve is Out of the Money (OTM) 
d) None of these 

 
13.  If USD/INR spot is trading at 63.20 and one year Swap annualized premium is 

trading at 6.8% then what would be the net outright rate 
 

a) 66.4500 
b) 67.4500 
c) 68.4500 
d) 67.4976  

 
14.  If USD/INR is trading at 63.20 and Cash Spot is trading at 2.75/3.00 P then what 

would be outright rate for exporter to sell $ 1 Mn  
 

a) 63.1700  
b) 63.1725 
c) 63.1675 
d) 63.1000 



15.  If USD/INR is trading at 63.20 and Value Tom is trading at 1.75/2P then what would 
be outright rate for exporters to see $ 1 Mn 
 

a) 63.1800  
b) 63.1775 
c) 62.3000 
d) 62.2000 

 
16.  Which among the following is not amongst the volatility gauges in FX markets 

 
a) USD/INR  
b) AUD/USD 
c) EUR/USD 
d) GBP/USD 

 
17.  Which amongst the following is not a direct currency pair for an American  

 
a) USD/INR 
b) AUD/USD  
c) USD/PHP 
d) None of these 

 
18.  Which amongst the following is not a recognized commodity currency pair 

 
a) Australian Dollar ( AUD) 
b) Canadian Dollar ( NZD ) 
c) New Zealand Dollar ( NZD) 
d) Chinese Yuan ( RMB)  

 
19. Which amongst the following is not a discounted money market instrument 

 
a) Commercial Paper 
b) Certificate of Deposits 
c) Treasury Bills 
d) Treasury Notes  

 
  



20. Sapient Technologies Limited (India) is an Indian counterpart of US listed firm 
Sapient Technologies United States having INR as functional currency. Sapient India 
is having $ A/R with Sapient US.  Sapient India is facing which of the following 
exposures during consolidation in $ books:-  

 
a) Transaction Exposure 
b) Translation Exposure 
c) Transaction & Translation Exposure 
d) Revaluation Exposure 

 
21. A Trader sold 20 lots of USD/INR in an exchange (1 lot ~ $ 1000) via currency 

futures. He dealt at a future price of Rs 68/$ for 3 months. Currently future price is 
trading at Rs 72/$. What would be M2M (Mark to Market) of trader in an exchange 

 
a) Rs 4000 
b) Rs 8000 
c) Rs 80000  
d) None of them  

 
22. With reference to Q21, the same Trader would like to hedge $ appreciation in his 

books with an exchange. Then which of the following would be available options for 
them 

 
a) Buy Call  
b) Buy Put 
c) Buy Call & But Put 
d) None of them  

 
23. With reference to Q21, the same Trader would like to create a short straddle position 

in an exchange. Which of the following options would be correct:-  
 

a) Selling a call , Selling a put  
b) Selling a call , Selling a put at same strike rates 
c) Sell a call , Selling a put at same strike rates and same expiration  
d) Sell a call , Selling a put at different strike rates however same expiration 

 
24. With reference to Q21, the same Trader would like to create an Exporter Seagull in an 

exchange. Which of the following options would be correct:-  
 

a) Buy Put and Sell Call at different strikes prices however same expiration 
b) Buy Put and Sell Call at same strikes prices however same expiration 
c) Buy Put and Sell Call along with Buy Call at different strikes prices however 

same expiration  
d) Any one of them  



25. With reference to Q21, the same Trader would like to create an Exporter Range 
Forwards in an exchange. Which of the following options would be correct:- 

 
a) Buy Put and Sell Call at same strikes and same maturity 
b) Buy Put and Sell Call at different strikes and same maturity 
c) Buy Put and Buy Call at different strikes however same maturity 
d) Buy Put and Sell Call at different strikes however same maturity  

 
26. With reference to Q21, the same Trader would like to Sell a Call of USD/INR 20 lots 

at future price of Rs 72/$ at agreed premium of Rs 230  / lot. Which of the following 
options is correct:- 

 
a) He would get inward of Rs 4600 from an exchange 
b) He have to pay Rs 4600 to an exchange 
c) He would get M2M difference between daily Call Price vs agreed price on 

daily basis  
d) Option (a) & (c) 

 
27.  A Trader would like to buy 100 shares of Google India at Rs 2000/Share in an 

exchange. Which of the following holds true:- 
 

a) There is no counterpart risk as exchange is involved 
b) Trader needs to submit some margin money 
c) Trader may face some variation call as well in case of rise in vols  
d) All of them  

 
28. With reference to Q27, Google share price is trading at Rs 2600/ Share in an 

exchange. Which would be following is correct:- 
 

a) Facing M2M Gain of Rs 600  
b) Facing M2M Gain of Rs 60,000  
c) Facing M2M Gain of Rs 600,000 
d) No M2M Gain /(Loss) for a Trader 

 

29. With reference to Q27, Had be bought a call on Google Share at Rs 5/ Share , then 
what would be M2M Gains/(Losses) for same Trader 

 
a) Huge M2M losses on calls 
b) Huge M2M gains on calls  
c) Almost flat on Call 
d) None of them  

 
 



30. With reference to Q27, what would be Exporter Straddle Structure on Google share 
price trading in an exchange 
 

a) Selling 2 calls at different strike prices however same maturity 
b) Selling 2 puts at same strikes however different maturity 
c) Selling a Call and Put with different strike and same maturity  
d) Selling a Call and Put with same strike and different maturity  

 
31. Which of the following would face first impact due to any adjustment done by RBI on 

Repo Rates:- 
 

a) Reverse Repo Rates 
b) Interest Rate Corridor (IRC) 
c) MSF 
d) Both (b) & (c)  

 
32.  If Repo Rate is trading at 9%, Reverse Repo at 8 %. Margin over Reverse Repo is 2% 

then what would be MSF Rate for RBI:-  
 

a) 9% 
b) 10%  
c) 11% 
d) None of them  

 
33. If a Corporate Treasurer is assuming a liability in his books say 6 months down the 

line, then which of the following structures he would be using to hedge himself 
against fluctuation in Interest Rate Risks. 
 

a) Forward Agreement 
b) Forward Rate Agreement  
c) Seagull Contracts 
d) Anyone of them  

 

34.  As a Corporate Treasurer you are having liability of Rs 10,000 Cr in your books for 
10 Yrs as a working capital loans at an agreed rate of 8%. If you are making sense 
that RBI would cut Repo Rates in coming policy then which of the following structure 
is applicable for you to hedge your exposures:- 
 

a) Call Money 
b) MIBOR  
c) OIS 
d) MIBOR & OIS  



35. If RBI cut Repo rates from current levels of 8% to 7% then which of the following 
structures would impact:- 
 

a) Call Money 
b) MIBOR  
c) OIS 
d) All of them  

 
36. With reference to Q34 as a Corporate Treasurer how would you hedge your Interest 

Rate Exposures:- 
 

a) Receiving OIS and Paying MIBOR  
b) Paying MIBOR and Receiving OIS 
c) Paying OIS and MIBOR  
d) Any one of them 

 
37. With reference to Q34 as a Corporate Treasurer how would you hedge your Interest 

rate exposures of your Interest rate liability of Rs 10,000 Cr is linked with SBI PLR 
 

a) Receiving OIS and Paying MIBOR  
b) Paying MIBOR and Receiving OIS 
c) Paying OIS and MIBOR  
d) Not Possible  

 
38. With reference to Q34 as a as a Corporate Treasurer how would you hedge your 

Interest Rate Exposures if RBI would increase Repo Rates by 100 Bps to 9% 
 

a) Receiving OIS and Paying MIBOR  
b) Paying MIBOR and Receiving OIS 
c) Paying OIS and MIBOR  
d) Receive MIBOR and pay OIS  

 
39.  As a Corporate Treasurer you are having Foreign Currency liability of $ 2 Bn in your 

books at $ Libor + 200 Bps for 10 Yrs in Indian books. Which of the following would 
be hedging options for you:- 
 

a) Hedging of Currency Risk 
b) Hedging of Interest Rate Risk 
c) Hedging of both Currency & Interest Rate Risks  
d) None of them  

 



40. With reference to Q39, As a Corporate Treasurer you are having Foreign Currency 
liability of $ 2 Bn in your books at $ Libor + 200 Bps for 10 Yrs in Indian books. 
Which of the following Hedging Instrument is available to you:- 
 

a) Principle Only Swaps 
b) Coupon Only Swaps 
c) Cross Currency Interest Rate Swaps 
d) All of them  

 
41. With reference to Q39, As a Corporate Treasurer you are having Foreign Currency 

liability of $ 2 Bn in your books at $ Libor + 200 Bps for 10 Yrs in Indian books. 
Which of the following Hedging Instrument is available to you to hedge Currency 
Risk on Foreign Currency loans:-  
 

a) Principle Only Swaps (POS) 
b) Coupon Only Swaps (Foreign Currency) 
c) Cross Currency Interest Rate Swaps 
d) Coupon only Swaps (Local Currency) 

 
42.  With reference to Q 39, As a Corporate Treasurer you are having Foreign Currency 

liability of $ 2 Bn in your books at $ Libor + 200 Bps for 10 Yrs in Indian books. 
Which of the following Hedging Instrument is available to you to hedge Interest Risk 
on Foreign Currency loans:-  

 
a) Principle Only Swaps (POS) 
b) Coupon Only Swaps ( Foreign Currency) 
c) Coupon Only Swaps ( Local Currency) 
d) Either (b) or (c)  

 

43.  Exchange rate system where the Central Bank intervenes to smoothen the exchange 
rate fluctuation is called 
 

a) Floating rate system 
b) Dirty float  
c) Clean float 
d) Free float 

 
44. US dollar is quoted today as: spot $ 1 = Rs 60 and six months forward $1 = Rs 63.  

 
a) This means $ is at discount 
b) This means future of rupee is uncertain 
c) This means future of rupee is unclear 
d) This means $ is at premium  



45. US dollar is quoted today as: spot $ 1 = Rs 60 and six months forward $1 = Rs 63. 
The annualized forward margin is 

 
a) 10%  
b) 5% 
c) 3% 
d) 6% 

 
46. The forward premium for a currency pair say USD/INR is a function of  

 
a) Exchange rate differential 
b) Interest rate differential or Interest Rate Parity  
c) Demand and supply 
d) Intervention by Central Banks 

 
47. Dated Government securities are 

 
a) Government securities which carry a date of issue 
b) Government securities which have a fixed maturity date 
c) Government securities which are long term securities carrying a fixed or 

floating  coupon rate  
d) Government securities which are already matured 

 
48.  In case of Government securities, the following rule applies if the payment date falls 

on Sunday or holiday 
 

a) If it is the coupon payment date, then it is made on the next working day  
b) If it is the coupon payment date, then it is made on the previous working day 
c) If it is the redemption date, then it is made on the next working day 
d) Both for redemption & coupon, the payment will be on the next working day 

 
49. What is a shut period in government securities market? 

 
a) Period during which government securities cannot be bought 
b) Period during which government securities cannot be delivered  
c) Period during which government securities are not auctioned 
d) Period during which government securities are not available for trading 

 
 
 
 

  



50. Which is not true of the following? 
 

a) In Delivery Versus Payment settlement, transfer of securities and funds 
happen simultaneously 

b) Delivery Versus Payment settlement eliminates risk 
c) In Delivery Versus Payment settlement buying and selling takes place 

simultaneously 
d) None of them 

 
51. Which of the following impacts Interest Rate Futures in USD/INR 

 
a) MIBOR 
b) OIS 
c) Call Money 
d) Option (a) & (b)  

 
52.  As a Corporate Treasurer you are having Foreign Currency liability of $ 2 Bn in 

Indian books at GBP Libor + 350 Bps. Which of the following curves applicable to 
you:- 

 
a) MIBOR 
b) GBPIRS  
c) GBPOIS 
d) GBPCCS 

 
53. Which of the following is linked with Options Contracts 

 
a) Options are having right to buy or sell at an predetermined exchange rates 

with an exchange 
b) Options are having right to buy or sell at an predetermined exchange rates 

with a bank 
c) Options are having obligations and not having the right 
d) Both (a) & (b)  

 
54. Which of the following is linked with both Buy Put and Sell Call at same agreed rate 

 
a) Two separate contracts at same exchange rates 
b) Also known as Range forward contracts 
c) Also known as participatory forward contracts  
d) Better to book a forward contracts rather creating both But Put and Sell Call 

at same exchange rates 



55. Which of the following is linked with both But Put and Sell Call at different exchange 
rates 

 
a) Two separate contracts at different exchange rates 
b) Also known as Range forward contracts  
c) Also known as participatory forward contracts  
d) None of the above 

 
56.  Which of the both are having large premiums and also known as Insurance Contracts 

 
a) Buy Put  
b) Sell Call 
c) Range Forward 
d) Participatory forward  

 
57. If a client has bought USD put at 45 on USD/INR currency pair on a notional amount 

of $ 1 Mn and sold a call at 50 for equal maturities, the premiums are getting offset on 
the same. Then the strategy is known as:- 
 

a) Range forward 
b) Risk reversal 
c) Zero cost collar 
d) All of them  

 
58. Which amongst the following is not a Greek for Options Pricing 

 
a) Delta 
b) Gamma 
c) Theta  
d) Kho  

 
59. Which of the following is correct definition of Delta in Options Pricing 

 
a) Delta is change of Options Pricing w.r.t change in underlying  
b) Delta is change of underlying w.r.t change in Options Pricing 
c) Delta is change in Options Pricing w.r.t to lag of time 
d) None of these  

 

  



60. Which of the following is correct definition of Options Gamma 
 
a) Options Gamma is change in delta to change in underlying  
b) Options Gamma is change in underlying to change in Delta 
c) Gamma is change in Options Pricing w.r.t to lag of time 
d) None of these  

 
61. Which of the following is correct definition of Options Payoffs known as Seagull 

from exporter point of view 
 

a) Buy Call + exporter risk reversal  
b) Buy Call + Importer risk reversal 
c) Sell Call + exporter risk reversal 
d) None of these  

 
62.  Which of the following is known as Strangle in Options Pricing 

 
a) An Options strategy with which investor holds a position in both a call and put 

with different strike and expiration date  
b) An Options strategy with which investor holds a position in only calls with 

different strike and expiration date 
c) An Options strategy with which investor holds a position in only puts with 

different strike and expiration date 
d) An Options strategy with which investor holds a position in both a call and 

put with different strike however different expiration dates 
 

63. What do you mean by Protective Put in Options Pricing 
 

a) Protective Put is nothing but Buy Put + Underlying  
b) Protective Put is nothing but Sell Put + Underlying 
c) Protective Put is nothing but payment of premiums is deferred installments 
d) Both (a) & (b) 

 
64. What do you mean by Covered Call in Options Pricing 

 
a) Covered Call is nothing but Sell Call + Underlying  
b) Protective Call is nothing but Sell Call + Underlying 
c) Protective Call is nothing but receipt of premiums is deferred installments 
d) Both (a) & (b) 

 



65. What do you mean by FRA? 
 

a) An over-the-counter contract between parties that determines the rate of 
interest, to be paid or received on an obligation beginning at a future start date.  

b) It is an exchange determined contract and not an OTC contract 
c) It works as simple as Forward contracts in currencies 
d) All of the above 

 

 

  

Answer (objective type 1-65) 

1. D 2.A 3.A 4.B 5.D 6.B 7.D 8.D 9.D 10.D 

11.D 12.A 13.D 14.A 15.A 16.A 17.B 18.D 19.D 20.D  

21.C 22.A 23.C 24.C 25.D 26.C 27.D 28.B 29.B 30.C  

31.D 32.B 33.B 34.D 35.A 36.D 37.D 38.C 39.D 40.A  

41.D 42.B 43.D 44.A 45.B 46.C 47.A 48.B 49.C 50.D  

51.B 52.D 43.C 54.B 55.D 56.D 57.D 58.A 59.A 60.A  

61.B 62.A 63.A 64.A 65.A 

 

 

 

 

 

 

  



Section B 
Number of questions: 7 

Marks: 25 
 
 
Note: Answer any five questions. Each answer will carries 5 marks 
[Unrelated answers & answers exceeding the brief will attract negative marks] 
 

1. Infosys Technologies Limited (alias Infosys India) is an India based Outsourcing & 
Transformation company having topline of $ 8.5 Billion / Year. Infosys India is doing 
work for clients across the globe in foreign currency however majority of the costs is in 
INR. Assuming there is a foreign currency A/R of $ 3 Billion sitting in books of Infosys 
India as on 31st Dec’14. As a Corporate Treasurer of Infosys India answer following 
questions:- 

a)  Define Revaluation Exposure on $ 3 Billion A/R in Infosys books – 2.5 Marks 

b)  Explain How Infosys can take hedge position to cover revaluations gains / 
(losses) and in whose books?? – 2.5 Marks  

2. Reliance Industries Limited (RIL) is an Indian company having $ 67 Bn of top line. RIL 
is having $ 100 Billion of Foreign Currency loans at $L + 250 Bps having tenor of 10 
yrs. As a Corporate Treasurer of RIL you have to hedge your Foreign Currency exposure 
pertaining to $ 100 Billion loans. As a Corporate Treasurer answer following questions:- 

 

a) Define Principal only Swaps (POS) – 2.5 Marks 

b) Define IRS curve on $ 100 Bn loans – 2.5 Marks 

3. L&T is a Global giant of engineering involved in all types of engineering services across 
the world. L&T India is an Indian subsidiary of L&T Group involved in engineering 
services. As a Corporate Treasurer you know that you are having an INR denominated 
loan of Rs 20,000 Cr at 9.5% with SBI for 5 Years. As a Corporate Treasurer defines the 
following assuming you are expecting rise in Interest Rates in near future:- 

a) Implication of MIBOR on your INR liability assuming scenario of Repo Rate 
Cut-2.5 Marks 

b) Implication of OIS curve on your Interest rate liability  - 2.5 Marks 

4. Currently USD/INR spot is trading at Rs 68/$ with 1 Month premium of Rs 40 P. 
Currency Future is trading at 68.40 levels. As a Currency Trader you are bullish on USD 
and would like to hedge your position using Options:- 

 

a) Define usage of Options to hedge your position – 2.5 Marks 

b) Define Exporter Seagull structure to hedge your positions – 2.5 Marks 



 

5. As a Trader you are expecting RBI to increase Repo Rates by 100 Bps in coming 
meeting and subsequently increase of 100 Bps in MSF (Marginal Standing Facility). As 
a Trader how would you take a position in Interest Rate Markets using Interest Rate 
Futures:- 

a) Define Interest Rate Futures – Long / Short Position – 2.5 Marks 

b) How would be take position if you are expecting II shift of 30 Bps in Yield Curve 
– 2.5 Marks 

6. As a Trader you are bullish on Bank Nifty which is trading at 17,000 now and you are 
expecting it to trade at 21,000 1 Year from now. As a Trader how would be hedge your 
position keeping profit margin of 10% on your portfolio. 

a) Usage of Range Forwards on Bank Nifty – 2.5 Marks 

b) Usage of Ratio Futures on Bank Nifty – 2.5 Marks 

 
7. As a Corporate Treasurer of Infosys Technologies Limited you are following US GaaP 

Hedge Accounting both Qualitative and Quantitative in nature. You are having foreign 
currency hedge book of $ 3 Billion of tenor 3 Years. As a Corporate Treasurer explain 
the following in Hedge Accounting as per US GaaP:- 

a) Explain OCI (Other Comprehensive Income) – 2.5 Marks 

b) Explain Dollar Offset Method of Hedge Accounting – 2.5 Marks 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Answer:- 

Short Answer 1:- As we understand that Functional Currency of Infosys Technologies would be 
INR however they are having Foreign Currency Exposures of $ 3 Bn which is subject to 
Revaluation. In that sense at the end of the month Infosys would be getting either Gains or 
Losses in their P&L which is subject to Revaluation henceforth Infosys would take 2nd form of 
Hedging which is known as Fair Value Hedging. 

In this Infosys would take Non Deliverable Position of $ 3 Bn sitting in India books via offshore 
entity say Infosys Singapore. In this case Gains/ (Losses) from Revaluation would get offset by 
Gains/ (Losses) from net settlement of NDF Contract. Pls note Net Settlement of NDF would 
happen via RBI Reference Rate which is published by RBI on daily basis. 

Short Answer 2:- In this RIL is having $ 100 Billion of Liability so they would go with Reverse $ 
Swaps whereby they convert $ Liability into INR Liability. In this RIL would pass through three 
steps – Principal Only Swaps (POS), Coupon Only Swaps (COS) and Cross Currency Interest Rate 
Swaps. 

In POS RIL would convert $ Principal into INR Principal at an agreed rate and would pay INR 
Swap Annualized Premiums on that. In coupon Only Swaps they would convert floating liability 
into fixed Liability using USD Swap Rate. The sum of both POS and COS is known as CCIRS. 

Short Answer 3:- In this L&T is having INR Liability of 20,000 Cr at 9.5%. L&T is having 
assumption that there would be a cut in the Repo rate henceforth Interest Rates would decline. 
In that sense L&T would go with Overnight Index Swaps (OIS) whereby they would be hedging 
the same using OIS. In OIS there would be 2 Parts one – You would Receive OIS as you are 
expecting Interest Rates to decline and other you would pay MIBOR which is overnight Floating 
Rate. In that sense you would be able to convert your Fixed Rate Liability into Floating Rate 
Liability and save Interest Rate cost for L&T. 

Short Answer 4:- In this Trader would be hedging the same using Options Contracts which is 
Buy Call. In this he would be having 3 Options as per principle of Moneyness like At the Money 
Forward (ATMF), In the Money Forward (ITMF), Out of the Money Forward (OTMF). As the 
Trader is bullish on USD henceforth he would be taking OTMF Call Option which would serve 
both the purpose like better strike rates as well as almost Zero Premiums.  

In alternate case he can take Seagull as well which would be Call Spread + Sell Put = Sell Put + 
Buy Call + Sell Call. Do remember that all the Options Structures to be taken OTMF. 

Short Answer 5:-As a Trader understand that Interest Rates are rising henceforth Yields would 
also rise. In that sense Principal would fell down so would sell IRF today and wait for the Yields 
to bring down and then buy the same IRF. Using this would be able to have Gains on my deals. 
Any Trader sitting in India certainly do the same using Exchange Traded Interest Rate 
Derivatives traded at BSE, NSE.  

Alternatively if I am expecting II Shift in the Yield Curve then needs to see whether Yields are 
rising or falling. In case of Rise would be short IRF while in case of fall would be rise would long 
IRF. In both the situations we would be using Exchange Traded Interest Rate Derivatives at BSE, 
NSE. 

Short Answer 6:- As we understand that as a Trader we are bullish on Bank Nifty which is 
trading at 17,000 and we are expecting to trade at 21,000. In that regards we would be hedging 
the same using Range Forwards. In Range Forwards we would be hedging this using Buy Put 
and Sell Call. In Buy Put we would be having the right to sell and in Sell Call we are obliged to 



sell. As we understand that we are trading in Exchange so we can very well receive premiums 
henceforth would be keep Buy Put ATMF (At the Money Forward) while keep Sell Call also 
ATMF and in net would receive the premiums.  

In case of Ratio Futures would be using how many % to sell and % buy in case of II Shift in Yield 
Curve. In case I am more Bullish than Bearish than would be using more sold than long than 
short.  

 

Short Answer 7:- As per US GAAP Accounting Standard Other Comprehensive Income (OCI) 
includes MTM on FX Gains/ (Losses), CTA which is Cumulative Translation Exposure and 
Superannuation Gains. As we understand that we are having FX book till 3 Years henceforth we 
would be doing monthly MTM. In case of Hedge Accounting which is FAS 133, FAS 157 we 
would be taking all effective hedges in OCI than hitting in P&L. 

Foruma of Dollar Offset = Cumulative PV (Derivatives) / Cumulative (Hedged Item) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Section C 
Number of questions: 2 

Marks: 10 
 
Note: Case Studies. Answer any one. Max 10 marks 
 

1. You are Portfolio Manager of PIMCO which is largest hedge fund in the world with 
AUM of $ 100 Trillion. As a Portfolio Manager you are having surplus cash of $ 26 
Trillion for 1 Year which you would like to invest in Offshore entities ## to earn 
better Interest Rates than US Markets which is .50%. As a Portfolio Manager you are 
taking position in “Carry Trade “between US Markets and Offshore Markets ## and 
you selected India as an offshore entity. You would like to transfer $ 26 Trillion in 
one tranche via BOA US (US bank) and BOA (India) 

The following are additional details:-  

Spot USD/INR ~ Rs 72/$ (Bid, Exporter) 

1 Year Fwd Premium ~ Rs 6/$ 

Interest rate offered by BOA India ~ 8% (Quarterly Compounding) 

PIMCO Import Position of $ 26 Trillion ~ Rs 64/$ 

 

2. As a CEO of Capgemini India which is an Indian counterpart of US Nasdaq listed 
firm Capgemini US. As a CEO you would like to expand in India and for that you are 
in negotiation with Citi, London for Euro ECB (External Commercial Borrowings) of 
260 Million for 10 Yrs. at L + 150 Bps. You would like to hedge your complete 
position along with effective Hedge Accounting as per US GaaP.  

As a Corporate Treasurer explain how to hedge ECB in your books for complete 10 
yrs. Involving IRS (Interest Rate Swaps) curves, MIFOR, Cross Currency and full 
Swaps. Pls also explain implications of “Reverse Dollarization Swaps “for Cognizant 
India plus Hedge Accounting as per US GaaP covering Implication of OCI, Dollar 
Offset Method and M2M of Hedges and Revenue 

##Assuming GBP Swap Rate of 2%, GBP/INR rate of Rs 80/GBP, GBP/INR 
Premium of Rs 26 for 10 Yrs. 

 

 

 

 

 



Answer:- 

Case Study Answer 1:- As a Portfolio Manager of PIMCO who is earning .50% in US while 
making more than 8% in India. Would be able to perform the same using Carry Trades and the 
following would be the steps of Carry Trade 

 Remittance of $ 26 Trillion to PIMCO India Sub Account  
 Sub Account would convert $ 26 Trillion in one Tranche with BOA India  
 Invest INR receipts with BOA India using agreed rate of 8% 
 During this period would buy $ as we need to repatriate $ in US 
 At the end of the period would execute Buy $ deal using INR proceeds and then 

repatriate funds to US 

This is how we do Carry Trades.  

 

Case Study Answer 2:- The following would be the steps.  

1. Convert GBP liability into INR Liability and pay GBP/INR Fwd Premiums for 10 Yrs.  

2. In this we would be performing COS whereby we would convert GBP floating Liability into 
Fixed Liability. Here we would pay GBP Swap Rate of 2% and would fix our Liability at 3.5% 
which is sum of GBP Swap Rate + Spread of 1.5%. This way we are hedged via increase in the 
floating rates. 

As per US GAAP Accounting Standard Other Comprehensive Income (OCI) includes MTM on FX 
Gains/ (Losses), CTA which is Cumulative Translation Exposure and Superannuation Gains. As 
we understand that we are having FX book till 3 Years henceforth we would be doing monthly 
MTM. In case of Hedge Accounting which is FAS 133, FAS 157 we would be taking all effective 
hedges in OCI than hitting in P&L. 

Foruma of Dollar Offset = Cumulative PV (Derivatives) / Cumulative (Hedged Item) 


