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Instruction :  Marks for each question are given in brackets.

1.  (a) Explain the characteristics of off-shore financial markets and euro markets. 7
OR
Explain the need and non-statistical methods of exchange rate forecasting.

(b) Answer any two of the following in brief : 4
(1)  What are the following :

(w) bid and offer rates; (x) spot and future rates; (y) bill buying rate; (z) TT
rate.

(i) How is the capital account in the balance of payments maintained ?
(ii1)) Describe how the currency Euro is adopted by European Union.

(c) Answer any two in one or two sentences : 3
(1) How is the volatility of exchange rates calculated ?
(i)  What are unilateral transfers ?
(i11)) How is cross rate calculated ? Show with the help of an example.

2. (a) Describe the Note issue facility. 7
OR
How euro bonds are issued and traded ?

(b) Answer any two of the following in brief : 4
(1)  What is the role of International Finance Corporation in fostering foreign
capital ?
(1)) Describe the organizational structure of Asian Development Bank.

(1i1) How does International Development Agency finance its activities and what
are its functions ?
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(c) Answer the following :
Where are the head offices of the following located :
(1)  International Monetary Fund;
(1))  Asian Development Bank;
(i1) International Development and Association.

3. (a) Explain details of cash flow from the perspective of parent unit.
OR
Explain working capital management at International Level.

(b) Answer the following in brief :
(1)  Explain transfer pricing.
(i) Why a firm hold cash ?

(c) Answer any two of the following in one or two sentences :
(i)  What is blocked fund ?
(i)  What is terminal value ?

(11) Explain significance of weight.

4. (a) Explain how risk is managed through futures contract.
OR

Draw the profit-loss diagram for the following options strategies from the buyers
point of view :

(1) Long straddle; (ii) Short straddle; (iii) Long strangle; (iv) Short strangle;
(v) Long call; (vi) Short call; (vii) Long put

(b) Answer any two of the following in brief :
(1)  What are the benefits of a swap ?
(i) How a forward contract is used for risk management ?
(ii1)) How does a forward rate agreement work ?

(c) Answer any two of the following in one or two sentences :
(1)  What is strike price ?
(1)  What is the contract period of a forward rate contract ?
(1i1) What is a butterfly ?
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5. (A) Choose the correct option : 7

(1)  If interest rates are quoted as 9.37/57 then there is a difference of
basic points between bid and offer rates :

(a 10 (b) 15
(© 20 d 25

(i) Eurodollar is a currency of
(a) England (b)  South Africa
(c) Germany (d) None of these

(1) Which of the following can be a player in the government sector of
international financial market ?

(a) Forex dealer (b) World Bank
(c) A domestic producer (d) None of these

(iv) A forward contract cannot provide a hedge against :
(a) Transaction risk (b) Forex rate risk

(c) Operational risk (d) Translation risk

(v)  Which of the following factors affect exchange rates ?
(a) National income (b) Export quota

(c) Customs Duty (d) Inflation

(vi) International Capital budgeting incorporates
(a)  Only financial factors
(b) Financial and non-financial factors

(c)  Only the non-financial factors

(vii) Current assets are normally financed by
(a)  Current liabilities only
(b) Long term liabilities only
(c) A mix of long term and short term liabilities
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(B) State whether the following statements are true or false.
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()
(i)

(iii)
(iv)
)

(vi)

(vii)

LIBOR is a fixed rate.

Off-shore markets developed because of lack of regulations in these
markets.

A futures contract is most suitable for an exporter.
In a swap assets is to be exchanged with assets.
NASDAQ is not a derivative market.

A swap is an over the counter contract.

Average cost of capital is the weighted sum of cost of equity, cost of debt
and cost of retained earnings.



