THE INSTITUTE OF BANKERS, BANGLADESH (IBB)
97th Banking Professional Examination, 2023
AIBB
Trade Finance and Foreign Exchange (TFFE)
Subject Code: 203
Time-3 hours
Full marks-100
Pass marks-45

[N.B. The figures in the right margin indicate full marks. Answer any five questions.]

Write short notes on any five of the following:

(a) Back-to-back Letter of Credit

(b) NITA Account

(c) Net Open Position (NOP) of Foreign Exchange
(d) Factoring

(e) Travel Quota

(f) Wage Earners' Development Bond

(g) SOFR

(a) What is Balance of Payment? How does the BOP position impact local currency
appreciation/depreciation?

(b) What are the components of the current account and the financial account of BOP?

(c) Define foreign exchange market. How is price (exchange rate) determined under a floating
exchange regime like Bangladesh?

(a) As a hanker of a Bangladeshi Garments' Exporter, how will you facilitate the exporter
starting from LC, shipment and to export bill realization?

(b) Show the operational procedure of documentary collection and documentary credit.
(a) What is wage earners remittance?

(b) Do you think mobile apps based inward remittance services through MFS companies
might have a positive impact on the economy? Give an analysis in your own words.

(c) What do_you understand by foreign exchange reserves? Why is it important for the
economy?

(a) Price verification or justification is very crucial in cross-border transactions. As a Head of
International Trade, how would you justify price while initiating LC or contract? Elaborate
your answer in the light of FE Circular 36, of 10 October 2022.

(b) How does under-invoicing impact the exchange rate and the economy as a whole?
(c) Suggest your policies to minimize the scope of under-invoicing in cross-border trade.

(a) Buyer's credit has become very popular worldwide including Bangladesh. What are the
possible reasons for its popularity and also mention some drawbacks of using the buyer's
credit.

(b) What is transferable LC? Describe the standard operational procedure of transferable LC
in Bangladesh.

(c) What is standby LC? Describe the standard operational procedure of standby LC in
Bangladesh.

(a) Define open accounts in cross-border trade. Do you think export under an open account is
generally allowed, having no payment guarantee?

(b) International trade is gradually shifting to the open account method from the traditional
LC method. What type of preparations Bangladesh should take in this regard, give your
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opinion.

(c) Analyze the prospects and challenges of trade in INR with India. Extend your analysis if 10
Bangladesh starts similar trading with Nepal in BDT or Nepalese Rupee or both.

(a) What do you mean by service export? Give some examples of service export from 6
Bangladesh.

(b) In Bangladesh, jobless young people are moving towards cross-border outsourcing. Is it a 10

service export? Analyze the issue along with the challenges and prospects from regulatory and
economic point of view.

(c¢) Your customer ABC Company Ltd. provides service to a local company receiving bills in 4
foreign currency from abroad, is it service export? Explain it.

As a Head of Foreign Trade Division of your bank, how would you deal with the following 5x4=20
5x4-20 situation under UCP-600, ISBP-745 and Incoterms 2020:

(a) An LC is confirmed and is available with the confirming bank. The beneficiary chooses to
present the document directly to the confirming bank but the issuing bank wrongly dishonors
it. Should the confirming bank honor the presentation, given that the LC has meanwhile
expired?

(b) A credit states in documents required field: "Certificate of origin to be issued by a
competent party." Documents show that a certificate of origin has been issued by the
"beneficiary'.

(c) A Bangladeshi Garments manufacturer cum exporter received cash in-advance under an
export contract from a foreign buyer. But due to non-shipment by the exporter, the foreign
buyer complained to Bangladesh Bank, FBCCI and their embassy in Dhaka. Bangladesh
Bank asked the local bank to return the advance payment or make the export. Then the local
bank replied in writing that export performance against advance payment is not the bank's
responsibility.

(d) You have received an export bill of USD 30,000.00 for negotiation from one of your
valued customers. As per B/L, last date of shipment was on 15th June. But insurance policy
issued on 17th June stated that insurance cover would have been effective on June 15. You
have sent the export bill after the negotiation. The issuing bank refused to accept the
document arguing that the insurance was issued 2 days after the shipment.

(a) Your importer wants to book for a payment of 90-day LC amount of EUR 25,000.00 to 14
your bank. Calculate the exchange rate to deal with the import payment. How much. does the
importer have to pay to your bank? Please use the following information:

(1) Inter-bank exchange rate:
USD I BDT 109.5000-110.5000
EUR 1 USD 1.0750-1.0770

(i1) Your bank's overhand charge 0.0831%
(iii) Interest (or swap) cost 3.0% per annum
(iv) Assume 360 days in a year

(b) Calculate the buying and selling rate of Japanese Yen (JPY) in BDT when inter-bank 6
market exchange rates are,

USD I BDT 109.5000-110.5000
USD 1 JPY 145.3947-146.0000
(N. B.: Please show your rough calculation).
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