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NEW QUESTION: 1
Jack Thomas and Tim Bentley are analysts for Bond Analytics
(BA). BA provides bond analysis for mutual fund managers, hedge
fund managers, and institutional money managers in the United
States. BA specializes in the valuation of international bonds
and callable bonds, using intrasector analysis to find
undervalued bonds. In addition to valuing the bonds, they also
advise clients on whether to hedge currency risk for
international bonds. Thomas has been a particularly strong
advocate of hedging the currency risk of international bonds,
especially in emerging markets, using forward contracts when
they are available.
At a morning meeting, Thomas and Bentley are trying to decide
whether to hedge the currency risk of a large issue of bonds
from a Thai manufacturer of pressed steel, Nakhon Metals. The
client considering purchasing the bonds is a large U.S. mutual
fund, Epsilon Funds. Epsilon has started to explore the

possibility of earning higher returns through currency
management using forward contracts. Thomas and Bentley discuss
the various hedges of currency risk for the Nakhon Metals bond.
One possibility is using a forward hedge position on the Thai
baht. A second possibility is using forward contracts where the
baht is delivered for Korean won. Thomas states that the second
hedge would be pursued if the won was expected to appreciate
more against the U.S. dollar than the baht. In the second
hedge, the manager would sell won for dollars at the future
spot rate.
Thomas and Bentley gather the following information on the
expected changes in the various currencies, the 1-year cash
rates in the respective countries, and the expected return on
the Nakhon bond.
Additionally, the Nakhon Metals bond has a duration of 7.30 and
is being compared against a bond denominated in U.S. dollars,
issued by Powhatan Industries. The Powhatan bond has a duration
of 4.2 and a yield of 4.50%. Whichever bond is purchased will
be held for the next year. Thomas projects that the yield for
the Nakhon Metals bond is expected to increase by I 5 basis
points while the yield on the Powhatan Industries bond is
expected to stay constant.
The following day, Thomas and Bentley discuss the market for
and valuation of callable and long duration bonds. They believe
that interest rates are temporarily low and for this reason
want to be careful about their bond investments. Although they
could hedge interest rate risk, they prefer not to because they
believe it reduces the ultimate long-term return.
Thomas says that due to secular changes in the bond market,
bonds with structures are expected to become more scarce. He
says that the problem with callable bonds has been that they
typically trade at a premium due to their scarcity. Bentley
states that bonds with long durations also trade at a premium
because they are scarce as well.
Thomas states that the performance of callables and
non-callables may differ when interest rates change due to the
inherent call risk. He discusses the relative performance under
two scenarios:
* Scenario A: Interest rates are near coupon rates and fall for
both callables and non-callables by the same amount.
* Scenario B: Interest rates are historically very low and rise
for both callables and non-callables by the same amount.
The second hedge that Thomas recommends for the Nakhon Metals
bond is most likely an example of which of the following
currency hedging strategies?
A. Cross hedge.
B. Proxy hedge.
C. Forward hedge.
Answer: A
Explanation:
Explanation/Reference:
Explanation:

In a cross hedge the manager encers into a forward contract to
deliver the original foreign currency (the baht) for a second
foreign currency (the won), which is predicted to appreciate
against the domestic currency. The currency risk is changed
from an exposure in the baht to one in the won.
In a proxy hedge the manager enters into a forward contract
between the domestic currency and a second foreign currency
highly correlated with the first foreign currency. Proxy hedges
are typically employed when forward contracts are thinly traded
or not available on the original foreign currency.
In the forward hedge, the baht would be delivered for the
dollar. (Study Session 10, LOS 3 Li)

NEW QUESTION: 2
A customer pays a vacation bonus for each day of leave,
depending on the employee's organizational assignment. What do
you need to configure to enable this?
A. Maintain counting class information for the absence and
adjust a copy of personnel calculation rule X017 (relevancy
test for valuation of averages).
B. Maintain counting class information for the absence and
assign relevant wage types in IT0007 (Planned Working Time).
C. Include a constant, daily vacation bonus in the payroll run
and assign relevant wage types in IT0007 (Planned Working
Time).
D. Copy and adjust personnel calculation rule XMOD (employee
grouping for payroll accounting) and include a constant, daily
vacation bonus in the payroll run.
Answer: D

NEW QUESTION: 3
The accounts receivable manager runs a foreign currency
revaluation on February 5. The foreign currency revaluation
has a considered date of January 31. The period closing for
this revaluation is set for January 31.
What is the result of this invoice revaluation if the invoice
is settled on February 3?
A. The revaluation includes all documents, excluding unposted,
that have open amounts on the considered date.
B. The revaluation includes only documents that have settled
amounts on the considered date.
C. The revaluation includes all documents, including unposted,
that have open amounts on the considered date.
D. The revaluation excludes documents that have been settled on
the considered date.
Answer: A
Explanation:
Field: Considered date
The date for which all transactions that have open (not

settled) amounts are found.
When foreign currency amounts are revalued on a considered
date, this date becomes the last foreign currency
revaluation date for the transactions that are revalued.
You can run a foreign currency revaluation job for a considered
date that is earlier than the last foreign currency
revaluation date on transactions that have already been
revalued. However, transactions that are open on the earlier
considered date, but that have a more recent last foreign
currency revaluation date, are not revalued by the periodic
job.
Reference: Vendor foreign currency revaluation (form) [AX 2012]
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