WA10

Unit 1


1.5 Currency Exchange Rates
Currency

- the system of money a country uses

Exchange Rate

- the price of one country's currency in terms of another nation's currency

The exchange rate changes from day to day. Each exchange sets a selling rate and a buying rate for currency exchange.

Selling Rate

- the rate at which a currency exchange sells money to its customer

- Ex. If you go to the bank to obtain euros, you will pay the selling rate (the bank is selling the euros to you)

Buying Rate

- the rate at which a currency exchange buys money from customers

- Ex. If you have euros left over after you travel, you receive the buying rate when you convert the euros back into Canadian dollars (the bank is buying them from you)

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?

Example 2

On the same day as example 1 occurs, the buying rate for kroner was 0.210778. 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?
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