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1. Meaning 4. Forex Arithmetic

2.1 Inward remittances (Purchase transactions)

Foreign Exchange is a kind of Commodity transaction – 2 types

Identified from 
bank’s point of 

view

1. Buying Rate = Rate at 
which Bank purchases Forex 
from Customers (BID rate)

2. Sale transaction1. Purchase Transaction

1. Meaning - Conversion 
of Foreign currency, say 
USD to Home currency 
(INR) from inward 
remittances

1. Meaning - Conversion 
of INR to USD from 
outward remittances

2. Selling 
Rate = Bank 
sells forex to 
Customers 
(ASK rate)

1. Meaning – Bank receives foreign currency on 
behalf of customers through Nostro channel or as 
Foreign Currency Notes / Foreign Currency travellers’ 
cheques
2. In Nostro a/c - Bank applies the applicable TT 
buying rate at which the foreign currency, say USD, is 
converted into INR and customer's account credited
3. In Currency note/Travellers’ cheque - Bank applies 
the Currency Buying rate etc.
4. Purposes - Family maintenance, education, 
Overseas donors, export payments, investors, lenders

2.2 Outward remittances (Sell transactions)

1. Meaning – Request from customers to make an 
outward remittances in foreign currency on behalf of 
customers to Overseas beneficiaries through Nostro 
channel or as Foreign Currency Notes / Foreign Currency 
travellers’ cheques
2. In Currency note/Travellers’ cheque - Bank applies the 
Currency Buying rate etc.
3. Purposes - Family maintenance, education, Indian 
donors, import payments, investors, Debtors

3. Numerical Problems
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