
 FOREIGN EXCHANGE MA NAGEMENT 

Multiple Choice Questions & Answers 
 

1. The term 'loro account' means 
A. our account with you 
B. your account with us 
C. their account with the m 
D. none of the above 
ANSWER: C 

2. The term 'Nostro account' means 
A. our account with you 
B. your account with us 
C. their account with the m 
D. none of the above 
ANSWER: A 

3. The term 'Vostro account' means 
A. our account with you 
B. your account with us 
C. their account with the m 
D. none of the above 
ANSWER: B 

4. Under fixed exchange rate system, the currency rate in the market is maintained through 
A. official intervention 
B. rationing of foreign exchange 
C. centralizing all foreign exchange operations with central bank of the country 
D. none of the above 
ANSWER: A 

5. The reduction in the value of a currency due to market forces is known as 
A. revaluation 
B. depreciation 
C. appreciation 
D. inflation 
ANSWER: B 

6. The largest foreign exchange market in the world is 
A. Newyork 
B. London 
C. Japan 
D. Swiss 
ANSWER: B 

7. Foreign exchange market is considered 24 hours market because 
A. it is open all through the day 
B. all transactions are to be settled within 24 hours 
C. due to geographical dispersal at least one market is active at any point of time 
D. minimum 24 hours must lapse before any transaction is settled 
ANSWER: C 

8. The major players in the foreign exchange market are 
A. commercial banks 
B. corporates 
C. exchange brokers 
D. central bank of the country and the central government 
ANSWER: A 

9. Speculation in foreign exchange market refers to 
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A. buying or selling of currencies in large volumes 
B. booking of forward contracts without intention to execute 
C. buying or selling with a view to make profits from movement in rates 
D. buying or selling with a view to making riskless profits. 
ANSWER: C 

10. Arbitrageur in a foreign exchange market 
A. buys when the currency is low and sells when it is high 
B. buys and sells simultaneously the currency with a view to making riskless profit 
C. sells the currency when he has a receivable in future 
D. buys or sells to make advantage of market imperfections 
ANSWER: B 

11. The acronym SWIFT stands for - 
A. Safety Width in Financial Trans actions 
B. Society for Worldwide International Financial Telecommunication 
C. Society for Worldwide Interbank Financial Telecommunication 
D. Swift Worldwide Information for Financial Transactions 
ANSWER: C 

12. Indirect rate in foreign exchange means - 
A. the rate quoted with the units of home currency kept fixed 
B. the rate quoted with units of foreign currency kept fixed 
C. the rate quoted in terms of a third currency 
D. none of the above 
ANSWER: A 

13. Indirect rate of exchange is quoted in India for - 
A. sale of foreign travellers cheque 
B. sale of rupee travellers cheques 
C. purchase of personal cheques 
D. none of the above 
ANSWER: D 

14. In direct quotation, the unit kept constant is - 
A. the local currency 
B. the foreign currency 
C. the subsidiary currency 
D. none of the above. 
ANSWER: B 

15. A transaction in which the currencies to be exchanged the next dayof the transaction is 
known as 

A. ready transaction 
B. value today 
C. spot transact ions 
D. Value tomorrow 
ANSWER: D 

16. The transaction in which the exchange of currencies takes place at a specified future date, 
subsequent to the spot date is known as a 

A. swap transaction 
B. forward transaction 
C. future transaction 
D. non-deliverable forwards 
ANSWER: B 


