Section 1.5 Currency Exchange Rates

November 23, 2018

Currency:The system of money a country uses.
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Dean displays oysters ready for sale at Rodney’s Oyster
Depat. After a shipment of oysters is raceived, the oysters
are graded and sold to domestic and intemnational
customers.

SOLUTION

Dean could use exchange rate information from

a 60-day cycle to calculate an “average” oyster
price for this period. The average price would be
a competitive price he could negotiate for with the
American distributor.

MATH ON THE JOB

Dean MacEachern grew up in Cornwall, Prince Edward Island,
and attended Bluefield High School in Hampshire. Dean is

now the plant manager for Rodney’s Oyster Depot. "My main
duties are shipping and receiving of oysters. | also do the sales
to and invoicing of clients,” he says. Dean is also responsible
for ensuring that the guality of the oysters he sells meets or
exceeds the standards set by the Canada Food Inspection
Agency (CFIA).

Oyster distributors from different countries purchase oysters, by
the piece, from Dean. He must ask for and compare price quotes
in the currency of the country the oysters will go to. When
selling oysters to an American distributor, Dean uses information
on the exchange rate, gathered over a 60-day cycle, to estimate
a competitive price he can sell the oysters for. The exchange
rate changes every day during this cycle. What strategies can
Dean use to estimate a competitive price?
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@0"?’ The rate at which a
\N"“q currency exchange buys
money from customers

The rate at which & .
currency exchange sells Selling Rate
money to its customers
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Exchange Rate

The price of one country's currency in
terms of another nation's currency.

L

Canadian Dollar

—
—
—

click on values to see graphs 1 CAD in CAD
American Dollar 1.0146 0.98561
EXAMPLE #1:

On a specific date, the selling rate for the
Danish krone compared to the Canadian
dollar is 0.221778. How many kroner will
_you receive for $500.00 CAD?

HINT

The unit of Danish currency
is the krone, which is the
Danish waord for crown.
The plural of krone is
kroner.

"SOOQ\DX \ Kroner D\QS"LS\ Kvoner

zzl‘n\*
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EXAMPLE

On the same day as the previo
buying rate for kroner was (

#2:

November 23, 2018

example, the
If, after

purchasing your kroner, you decided not to go
to Denmark and sold the kroner back to the
bank, how much would you lose?

52sY. g Kronev x 0-21077¢ AN - 475.10
| keoney

L »st =

S00-41%:20

~;z~\ 50

riure12 DISCUSS... Rates in Can. Dollars

Exchange Rates Compared to the Canadlan Dollar
your foreign money] [Ba

[Elank BUY:

0.950964
1580814
1580814
0.534900
0127100
0.210778
1.996146
0.159300
1580814

1580814
1580814

1580814
1.580814

0128451
1580814
0.009295
0.012510
0.083443
1580814
0.748264
1.996146
0194863
0.012360
1.580814
1580814
1.996146
0.737280
1580814
0.165558
0.982007
0.026550
1.004350

Country

Australia
Austria
Belgium
Brazil
China
Denmark
England
Egypt

European
Community

Finland
France

Germany
Greece

Hong Kong
Italy

Japan

Kenya
Mexico
Netherlands
New Zealand
N. Ireland
Norway
Pakistan
Portugal
Republic of Ireland
Scotland
Singapore
Spain
Sweden
Switzerland
Thailand
United States

* Rates as of October 24, 2008

Currency,

units
dollar
euro
euro
real
yuan
krone
pound
pound
euro

euro
euro

euro
euro

dollar
euro
yen
shilling
peso
euro
dollar
pound
krone
Tupee
euro
euro
pound
dollar
euro
krona
franc
baht
dollar

B i
i
@

1.006964
1644814
1644814
0.697000
0.162600
0221778
2.060146
0.217300
1644814

1644814
1644814

1644814
1644814

0.133451

1644814
0.009855
0.017300
0.108443
1644814
0.798264
2.060146
0.205863
0.019360
1644814
1644814
2.060146
0.762280
1644814
0.175558
1.017007
0.035120
1.038650

Chapter 1 Unit Pricing and Currency Exchange 45
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$ EXERCISE: Use the table on page 45 $
to answer the following questions.
(Solutions on the next slide)
1) Calculate the amount of money you 2) Arnold is making a movie in
would receive in Canadian dollars if Thailand, his travel allowance is

you sold 4500 shillings to the bank. $3000. How much money will he
have in the local currency for his

expenses in Thailand.

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE D
(© ysob shillags x 0.0125/0¢cAD — $56. 30
| Shetleng
{ | baht = 85 Y42).4] baht
A0 X
@ 39 T g0

1)'Calculate the amount of money you
would receive in Canadian dollars if

you sold 4500 shillings to the bank.
4...:\?.“.‘2'.%. Rate for Kw;_o\ 8-8)25/0

B0 S hiligs  008512CAD. ¥,
[ hilliwe

2) Arold is krl%iﬂ(iﬂgw_ln_, boht
Thailand“his travel allowance is
$3000. How much money will he
have in the local currency for his 20
expenses in Thailand. """ —*//ﬁ v
i‘bng UcOx,f_ﬂt_ - ‘%S fol. =
D_U}sr:o('ﬂ?
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HOMEWORK: Page 47 #1 -7

1.5 Build Your Skills Detailed Solutions.pdf

%

b}



Attachments

Q 1.5 Build Your Skills Detailed Solutions.pdf



Section 1.5 Currency Exchange Rates, Build Your Skills, p53-54
Student Resource, p47—48

Build Your Skills

1. You would choose the bank selling rate to buy these currencies.
a) 1.644 814
b) 0.133 451
¢) 0.019 360

2. You would choose the bank buying rate to sell these currencies.
a) 0.009 295
b) 0.950 964
c) 1.004 350

3. Use bank buying rates because the bank is buying the currency from you.
a) 4500.00 pesos % 0.083 443 = §375.49 CAD

b) $25 000.00 Hong Kong x 0.128 451 = $3211.28 CAD

¢) 2200.00 euros x 1.580 814 = $3477.79 CAD

d) 8545.00 Scottish pounds x 1.996 146 = $17 057.07 CAD

4. Use the bank sell rate because the bank is selling the currency to you.

$1200.00 CAD — £72957
1.644 814

Megan will have €729.57 in the local currency for her expenses in Germany.

5. Use the bank selling rate because the bank is selling these currencies to you.

650.00 CAD
a) 3650.00CAD _ 395 18 euros
$650.00 CAD
b) ———— = 639.13 euros
$650.00 CAD
¢)——— = 3702.48 euros
0.175 558

d) 3702.00 kroner x 0.165 558 = $612.98 CAD
She receives a lower amount back because bank buy and sell rates are different—the banks
build in a profit margin for exchanging money.

6. Chris is buying these currencies so he will pay the bank selling rate.
Pebble Beach:

$5000.00 x 1.038 650 = $5193.25 CAD

St. Andrew’s:

£8500.00 x 2.060 146 = $17 511.24 CAD
Spring City Golf & Lake Resort:

¥26 600.00 x 0.162 600 = $4325.16 CAD
SAFRA Resort & Country Club:

S$15 000.00 x 0.762 280 = §11 434.20 CAD
Leopoldsdorf:

€4000.00 x 1.644 814 = $6579.26 CAD

| Golf vacatlon






Country Golf course Estimated funds Estimated funds needed in
needed $CAD

United Pebble Beach US$5000.00 $5193.25

States

Scotland St. Andrew’s £8500.00 $17 511.24

China Spring City Golf & Lake ¥26 600.00 $4325.16
Resort

Singapore SAFRA Resort & Country S$15 000.00 $11434.20
Club

Austria Leopoldsdorf €4000.00 $6579.26

Extend Your Thinking

7. a) The answer to this question will depend on when the conversion website was accessed.
$8.95 CAD = US$8.73

(rate: 1 CAD =0.975 229 USD)

$8.95 CAD = A$9.39

(rate: 1 CAD =1.049 05 AUD)

b) Use the bank buy rates for this question because you will be selling the vinegar abroad and
thus receiving US or Australian dollars, which you will then convert to Canadian dollars.
US:

$8.95 + $1.00 = $9.95

$9.95/1.004 350 = US$9.91

Australia:

$8.95 +$2.00 = $10.95

$10.95/0.950 964 = A$11.51

You would have to set the US price at $9.91 and the Australian price at $11.51.
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