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ficient cash or other readily realizable assets to honor
every cheque that is presented across the counter. A
bank may be solvent but may not be liquid.

Foreign Exchange and its History

converting one foreign currency into another, or
the buying and selling of different currencies is called
foreign exchange.

The Forex trading history started in 1875 with
the birth of the gold standard monetary. Prior to 1875,
countries primarily used gold and silver as a form of
international payment. Today, an enormous proportion
of FX market activity is being driven by speculation, ar-
bitrage and professional dealing, in which currencies are
traded like any other commodity. Gold trend from 1879
to 1934 the value of the major currencies was fixed in
terms of gold.

The leaders of the allied nations met at Bretton
Woods, New Hampshire in 1944, to set up a better sys-
tem of fixed exchange rates. The U.S. dollar was fixed
at $35 per ounce of gold and all other currencies were
expressed in terms of dollars. From 1944 until 1971,
most of the world's major currencies were pegged to
the US dollar under an arrangement called the Bretton
Woods Agreement. Participating countries agreed to
try and maintain the value of their currency with a nar-
row margin against the US dollar and a corresponding
rate of gold, as needed.These countries were prohibited
from devaluing their currencies to gain a foreign trade
advantage. Consequently, the foreign exchange market
was relatively static.

Cause of fluctuations on world curren-
cies

Actually, there are a lot of factors affecting the cur-
rency fluctuation. Generally speaking, changes in eco-
nomic position and the macroeconomics policies are
the underlying factors for the long term currency trend.
You can always notice that analysts are very concerned
about. Certain economic indices like GNP (gross na-
tional product), consumer index and changes in interest
rate, etc. By knowing these economic indices, we are

more capable to find out the currency fluctuation trend.
Invest in and withdraw from the forex trading market
more actively

A market based exchange rate will change whenev-
er the values of either of the two component currencies
change. A currency will tend to become more valuable
whenever demand for it is greater than the available
supply. It will become less valuable whenever demand
is less than available supply (this does not mean people
no longer want money, it just means they prefer holding
their wealth in some other form, possibly another cur-
rency. Increased demand for a currency is due to either
an increased transaction demand for money, or an in-
creased speculative demand for money. The transaction
demand for money is highly correlated to the country's
level of business activity, gross domestic product (GDP),
and employment levels. The more people there are un-
employed less the public as a whole will spend on goods
and services central banks typically have little difficulty
adjusting the available money supply to accommodate
changes in the demand for money due to business

Short overview of Mr.Ajmal Khan

Mr.Ajmal Khan was born in 3th January 1984 in Ka-
bul Afghanistan he did his graduation and other profes-
sional diplomas & skills from IQRA University and other
national and international institutions in Pakistan and in
UAE,

Mr.Ajmal khan has been working in banking and
financial institutions sectors since 7 years in different
countries such as United Arab Emirates, Pakistan and
Afghanistan and had participated in many national and
international conferences & seminars of banking and fi-
nancial institutions concern to (KYC, Treasury Opera-
tions, Marketing, Management, Plastic money and Risk
Management.

Mr.Ajmal Khan is also the member of Afghanistan
Banker Association (ABA) concerns to Treasury and fi-
nancial Investment,

Ajmal khan is appointed to Ghazanfar Bank as Head
of Treasury and Correspondent Relations in 12 January
2012 and did his well effort in mentioned duration.
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Necessity of Treasury Department in a Bank

Ajmal Khan Head of Treasury at Ghazanfar Bank

The primary functions of a treasury department
at a bank involve asset/liability management. A sub-
stantial amount of time is invested by the department
in forecasting net interest income (NII) and measur-
ing the banl’s interest rate risk (IRR) or sensitivity to
changes in prevailing interest rates.

Treasury division plays an essential role in the
Bank’s operations by ensuring effective fund manage-

ment and foreign exchange exposure management.

It is responsible for maintaining an adequate level
of liquidity with the Bank, investing surplus funds to
achieve maximum returns, keeping exposure to mar-
ket risk at or below a predetermined level and mak-
ing all borrowing arrangements for the Bank when-
ever required.

Treasury Management:

Cash management can be seen from two differ-
ent perspectives depending on how many Respon-
sibilities it includes: treasury management (or basic
cash management) specifically treasury management
handles actual cash management at companies, and
one of its main functions is to establish the optimum
cash level so that payments can be made and Re-
ceived as necessary for the proper operation of the
company.

The second concept includes not only treas-
ury management per se but also other tasks such as
treasury forecasting, negotiation and establishment
of relationships with financial institutions and finan-
cial risk management.

Pindado (2001) argues that basic cash manage-
ment refers to that part of the working capital that
Makes up the optimal level needed by a company
treasury However, if the profit opportunities Avail-
able in the process of cash flow creation are to be
maximized, this scope must be broadened to take
in more operational decisions, since optimum cash

levels are influenced by

other factors outside

194 International Re-

search Journal of Fi-

nance and Econom-

ics - Issue 19 (2008)

the restrictive concept

of “treasury”. Linking

these concepts with the

concepts of monetary

theory Reveals that the

initial reasons for cash

management were transaction and precaution, and
those reasons Were then joined by speculation, tak-
ing it closer to the overall concept of treasury man-
agement in the Broad sense of the term (Maseda &
Iturralde, 2001).

MONEY MARKET

The term ‘money market’ refers to institutional ar-
rangements for borrowing and lending of short terms
funds. The period of borrowing and lending in the mon-
ey market is one year or less against different types of
instruments such as bills of exchange, short-term se-
curities, bankers’ acceptances etc. called ‘near money’.
According to Crowther, therefore,'‘Money market is the
collective name given to the various firms and institu-
tions that deal in various grades of near money’.

LIQUIDITY

The first and most important principle that a bank
shall bear in mind while considering the application of
fund is liquidity. Liquidity is the term used to refer to
the capacity of the bank to honour withdrawal demand
by depositors. The foundation of the entire banking
system rests on the confidence that the bank is able
to create in the minds of the people.The investor feels
confidence about a bank only if it is able to produce
cash on demand.The bank must, therefore, maintain suf-
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