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412EA/EB/EC/ED : International Finance
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Instruction :  Figure to the right hand side indicate marks.

1. (a) Describe the developments in the International Monetary System after 1970. 7
OR

Explain the various methods of Foreign Exchange Forecasting.

(b) Answer any two in brief : 4
(i)  What are the goals for International Financial Management ?

(i) Differentiate between Current Account and Capital Account of balance of
payments.

(ii1)) What are the major risks in foreign currency transactions ?

(c) Answer any two in one sentence : 3
(i) What are off-shore markets ?
(1)) What are unilateral transfers ?
(ii1) What is the relationship between risk and exposure ?

2. (a) Explain the objectives and activities of World Bank (International Bank for
Reconstruction and Development). 7

OR
How do futures and options markets work ?

(b) Answer any two in brief : 4
(i)  What is Euro equity ?
(i) What are the different types of transactions performed in the government
sector of International Markets ?
(iii)) What is Euro Commercial Paper and how does it work ?

(c) Answer any two in one sentence : 3
(i) What is Junk Bond ?
(i) What is Note Issue Facility ?
(ii1)) What are floating rate notes ?
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(b)

(c)

(b)

(©)

Write a note on international working capital management.
OR
How is cash flow computed in international capital budgeting ?

Answer any two in brief :

(1) What are the objectives of Foreign Direct Investment ?
(i) How does a Letter of Credit work ?

(ii1) How does the Duty Drawback Scheme provide credit ?

Answer any two in one sentence :

(i) What is International Factoring ?
(1) What is International Forfeiting ?
(iii) What are Parallel Loans ?

Explain methods of contractual hedging.
OR
What are the strategies for hedging real operating exposure ?

Answer any two in brief :

(1)  What are the various methods of translation of forex transactions ?

(i1)) What is consolidated net exposure ?

(ii1) Describe a foreign currency swap.

Answer any two in one sentence :

(i) Why does transaction exposure arise ?
(i) What is a Straddle ?

(ii1)) What is a Tunnel ?

5. Write only the correct option :

(1)

(i)

TG-123

A multinational firm will

(a) always be exposed to forex risk
(b) never be exposed to forex risk
(c) always benefit from forex risk
(d) always loss from forex risk

The main success of the IMF system was

(a) Making US Dollar important

(b) Rigidity

(c) Bringing about stability and order in the exchange rate system
(d) Increasing the balance of payments deficits
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(ii1) Which of the following forex rates is openly quoted by a bank ?

(a) Forward rate (b) Swap rate
(c) Option rate (d) Bill buying and selling rate
(iv) Ifthe direct quote for USD against INR is 65.00 the indirect quote will be
(a) 1.238 (b) 1.338
(c) 1.438 (d) 1.538

(v) In the international markets a government cannot
(a) issue bonds
(b) borrow from other governments
(c) issue equity
(d) borrow from IMF

(vi) Two common benchmark rates used in the international markets are
(a) SIBOR and MIBOR
(b) LIBOR and US treasury rates
(c) LIBOR and SIBOR
(d) US treasury rates and Indian treasury rates

(vil) Commitment fee in a syndicated loan is paid to
(a) lead manager (b) syndicate participants
(c) borrower (d) arranger

(viii) Euro Certificate of Deposit
(a) 1is a negotiable instruments
(b) has negotiated rate of interest
(c) is for short term
(d) all of the above

(ix) Stock piling means size of inventory
(a) greater than economic order quantity
(b) less than economic order quantity
(c) equal to economic order quantity
(d) a fixed proportion of economic order quantity

(x) Under consignment sale the title of goods lies
(a) with the importer
(b) with the exporter
(c) with the agent
(d) neither with exporter nor with importer
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(xi) Foreign Direct Investment helps in improving the balance of payments of the host

country through
(a) technology (b) products
(c) foreign exchange (d) employment

(xi1) A vertical spread will have
(a) same strike price (b) different underlying

(c) different strike prices (d) none of the above

(xiii) A horizontal spread can have transactions in
(a) two calls (b) two puts
(c) both (a) and (b) (d) neither (a) nor (b)

(xiv) To use a tunnel an importer should
(a) buy acall and sell a put
(b) buy acall and sell a call
(c) buy aputand sell a put
(d) buy aputand sell a call
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