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"Max. Marks:100

(03 Marks)
(07 Marks)
(10 Marks)

(03 Marks)
(07 Marks)

on a S20 million five

(03 Marks)

(10 Marks)

o
o

o2
o

?o

*=
6v

=h-.-l
E€

,=N
d :i'
hm
Ho
og:

o>
Es

oq
6O

ootr
.E 6J

>ts
!d

Es
a8-
o.j

!rEaoatE

,E
o.E

uvtrb0
o=
:* 9)
:o

U<
.i 6i
o
oz
L

E

la.
b.

c.

2a.
b.
c.

What 13 SWlt, I mechanrsm? i;'
Explain the features of arffi$our Intemational Fina;effinstruments.
Companies A and B fuis:,Ueen offered the follod,id$ tates per annum

What is SWIFT mechanism?

Companies A and B,Msr.&en offered the followirig f

3a,
b.

year loan. 
.,-,,;_, :,::: 

'

,,,L,. 
't,ru

CompanSi' A*:requires a

swap thatpill net bank
both'tholicompanies.

What is ADR?
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"l! r:::,
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Fourth Semester MBA Degree Examiriition, Aug./Sept.2020
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Note: lzsrver an!:{fW full questions. .4,.,i,,-4 T:l:l

Expand and explain SDR.
'$s, il

Explainthevarious IntemationalitibS,ih€ssmethods. 
..,:,!.:::-:::::::

Explain the concept of disequi.lllhiri:iti in BOP. How can it,;tib,iestored?
.ri:l ir, :::::::',,, :

floating rate ltian. Company B requires fixed rate loan. Design a

acting as,,intermediary 0.2o/o pa "pnSwill appear equally attractive to
r. r.,+,.1,'l;i (10 Marks)

From the following infoJmation,
,,::' r:

determine thututiight rates, spr&affidnd the percentage of
premium or discount

Sant=- l Month 6Month
INR/MYR 16.7J25t46 20130 :'.40135

INRA{ZD ffi,5212118 213/203- ,1751r92
(07 Marks)
(10 Marks)

arbitrage, (10 Marks)

a. What is Direct aritl:.,I"ndirect quotation? Give example. (03 Marks)

b. What is foreign diehange rate? What are the factors that affect foreign exchange rate?
, h., ::: (07 Marks)

c. Explain Intemational Monetary system.

..t'''' ' Iof2

Time: 3 hrs.

,1,.,**",, I INR/NZD lrtft#,212l18 | 21312031*175/192
G-,,i

c. Compare and'contrast Foreign egrrdfi'dy futures and fsiward contracts.

a. An e*ehhnge rate forecastet' eiipects the dollar to trade at yen 125, one year from now. If the

spot iate inyen l2lNSD and US interest rate-"is4o , what is the interest rate in Japan?

, 'i'' ., ... ' (03 Marks)

!- -:::,Explain the rationale.,pghiiid purchasing{ibxr-er purity. (07 Marks)
q.,,,,,,,,,,,{ fore'gn exchang.e'': aler has assumed the following information for a particular bank. Is

"'' there urry .or"iiid,interest Arbitrhge'"Possibility (Assuming investor invest $ 10,00,000

spot rate C$:$0.70
90 day forward rate C $: $ 0.69

90 dav candidian interest rate: 5%o

90 days US interest ratp'qf3.5% calculate percentage retum if investor used covered interest
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a. What is Netting? (03 Marks)

b. Write a short note on "Correspondent Bank" , ,r.",,,,, (07 Marks)

c. The following are three quotes in three FOREX markets:

f I : Rs.92.l125 in London '

f I : $ 1.505 in New York
Are there any arbitrage gains possible? Assumetfieydare no transaction costs and arbitragear

has US $ 10,00,000 . ,, (to Marks)

Deutch Mdilt Dollar French Franc Pound Sterling

Frank Furth 2.28t2 (1.!J l/;::::;:;;ii 4,0218

New York 0:4431' 0.21&0,-,.:' 1.8000

Paris .,2t6949 4;7393 8.4301

London ++4{0207 1.7775 ',9.4232

urth, New,.Ygi[< and Paris

sirming no,,fimsaction costs,
all quotes.ffidirect. For London, all
how miglit-li trader take advantage of tl

a. What is Balance of Trade?

b. Set out below in table ofcross rates.

For Fran

D
method. ,;i:,1

Lri;rmiiiira

ar$u'S

,,;;#;':t-

(03 Marks)

1on, all quotes are

rge of the situation?
(07 Marks)

Its balance sheet in

current rate

rate was

fuidbilities Amount C$ Assets Amount C$
CaDital .6;20;X00 Net olant and.Ebuioment 2,00.000

Lons term debt 1;60.000 ,rU"rrO*_,,ril,ii,.l,: 3.20.000

Current liabilities .,i 60.000 ReceiVBb.Ies, niil*" 2,20,000

Ca,s ,,',,.'""" ,,,, ,,,,., 1.00,000
(,mu; 8.40.000 8.40.000

Determine Farm Sioducts acco xposure on Jan l, 2004 using

ii) Calculateqhim products contrib,uiton to its parent accounting loss if the exchange rate

onOedg..ij ZOO+ *u. C$1.8 p;;'$.Assume all accounts remain as they were at the

b1,g,, ne of the year'.-.,,,,,,... ' ' 
..**i* 

(10 Marks)

A U$:.MNC is planning lqlsqll,up a subsidiary in"India (where hiterto it was exporting) in
view'ofthe rising demarlil"for its products and competition from others. The initial cost of
,the jiroject is estimate& folbe $400 millio"n. Working capital requirement is estimated to be

$50 million. It follows straight line depreciation.
ks,iu,+Atpresent it is exfritiilg 2 millionunits tivery year at a unit price of $80. Variable cost per

' unit is $40. The france manager of'the firm has following estimates for the project.

i) Varia$$aost of production -+ $20/unit
ii) Addit{onal fxed cost/anniiib,-+ $30 million
iii) Capaclty of plant inlndi6 to produce and sell -+ 4 million units
iv) . Life of the plarrt with'rho salvage value -+ 5 years
v) Firm's existing.working capital investment in the production and sale of 2 million

units -+ $10 millioh.
The manager meritiori that the exports will fall to 1.5 million units in case the hrm does not
setup subsidiar.f''ih',india. Tax rate is 35% required rate of return is l2%o. Assume no change

, in exchange rl$d_ and no with holding tax. Advice the MNC. (20 Marks)
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