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Fourth Semester MBA Degree Examjnaiibn, Dec2019 lJan.2020
I nternational Fi nancidi\fianagement

Time: 3 hrs. *t|,Ju}fi .,'*;;,Ma*. Marks:So
",Note: 7. Answer any FOUfrJttIl questionsfrom QI+t?:Q7.

2. Question No. S-is cimpulsory. , ,\i,, 
'il

.,1r,i],+,.,".,' ,,,,,,,,,,,1,*

I a. Differentiate between f"*q$Qdqfract and future contracGi.ir""1'rr' (02 Marks)

b. What is swap? Explain the vi&us types of swaps. d (06 Marks)

c. What is fOIl Explain t\q*vari6us factors affecting {8. ,I., 
"' (08 Marks)

14* liult' 1'41,,,"=

2 a. What is internatio*rt $3ter effects? lirri:ii ..i 
(02 Marks)

b. Explain the varioUKmethods exchange rate regions. (06 Marks)

c. Prepare the B@P showing current accorar-t;i:leapital account and o{Iicial reserve account
expressed iftUSD{' .'*1,r,'::,' '"'

i) US e4ports 300$ worth of goods and made the payment in foreign demand deposits

ii) US ;irnports 225$ worth of goods and pay for them by drawing its foreign demand

iii) US pay $ 15 to foreign as dividend drawn in US demand deposits

v) US Government sell$*u$ffi in gold for foreiguqpdhrriand d.poti t ..,,'.*
vi) In a currency reportj'',operation a US govusffient uses its foiHign demand deposits to

purchase 8$ worth'ffi,oin private foreigfle&ip'Us. ,,,1 {l'' (08 Marks)
r repgftsJaperatlon a us govigr$ment uses rs
wortiluffditn private foreigfld&ipUs. ,J:

.r i" l

iv) An American buys siock w.o*t $60 using foreig4 deposi{gj},,

also calculate premium/Discouht over spot rate.

Spot Bidrate Aslerate
$ 0.02378 A.02370

l month $ 0.02372 0.02375
3 month $ 0.02360 0.02373
6 month S 0.02354 0.02358

a. What is Euro b$lH*ttrarket? ;,. 
., (02 Marks)

b. SR is Rs.4200.t$$. Dollar 6 month'sr$lCte Rs.42,8020 thgn dloilar is analyzed interest rate on

Rs.12% on dollar 8% is there any afbitrage possibilitlbs. Assuming you borrow.
1000 dollar or 10,000Rs. (06 Marks)

c. nenne-$efintry risk? Elrpliiil,'e,,! {arious techniqriei [o handle country risk. (08 Marks)

6." "piplain briefly purclryse power parity and'itrternist rate theory. (06 Marks)
ie#Exphin the types of di$equilibrium.in balance of payment. (08 Marks)

J-' ,:'r

.a. Differentiate bttween American and European option. (02 Marks)

b. From the'b,lllowing information. Calculate the outright rates indicating there spreads and

,.d

.dl.

,11f"

c. Explain jhe various international business methods'
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6 a. What is BOP? .,:1;1, ";.. ., (02 Marks)

b. Explain the function of foreign exchange market. , (06 Marks)

c. You have called the Forex tiade and Ask the qpgt4tiiJ'ii on the spot 1, 3, 6 months forward

the trader responded as follow $ 0.2479181, 3,15q;:81f, 3/10.

i) What does the mean interms of $/Euro. ;ili6;;' 
",i,.ii) If you wish to buy spot EURO how u[d-€-h ]ou would p1y in [? , i;1,,'

li1 tf you wants to purchase spot US$fi$#'much you could pay internrs of EURO?

iv) What is the premium/discount 
f3*,,1, 

B; and 6 months? ' (08 Marks)

What is forfeiting? ,,,,,.,t""t,

::: l6ll7MBAFM404

(02 Marks)
(06 Marks)

a.

b.
L.

)eXposUre. ":, 
i

$ EURO. . ,,r

PartiCiirlar US interesttfiilte Europe interest rate

No. of inti€b.esJi'ate 40h'h 6%

Exp. Iatesst Rate 2% 8%

SpoJ"rhtB $1.13
1 yedk forward rate $t. t

, iliti,

Partieitlai
XYZ .. ABC
US$ Pounds

Cash"",lu- 9"000$ 2,000

A/C i8deivables iigo00$ 4,000

hqupiitory 8,'000$ 2,000

,,F.latit and equipment 10,000$ 6,000
4,500$

Liabilities : ,i,

Current liabilitv 22,000 4,000
5 years lerm loan 4,000

Capital stock 9,000 2,000

Idetafoed earning 9,500 4,000
,.rj;,lrir1:r-

a. Prepare consolidated. iL+$i;'r'

b. What is the ABC Ltd. A/c exposure in $ use current A/C methods of calculation.

YV IlaL lS IUI rsrlurts , 
,-r,,11,,.. ";l,i'

Explain the various methods.p$rti'dnsaction

Following information is av'ailp,ple for US
.ri!i tlf

8

i) Accordiipg:to PPP what is the export rate in l-year time.

fl Ag1Ar,{ing to interest fisher T,,gtlpd what is ,n. .,1pollr,,rate in year. (08 Marks)

CASE STUDY [Compulsoryl '

ABC manufactures Apto'products in Englandilt is wholly oq1e6''$bsidiary of XYZ of
USA. The tunctional cu#€$dy for ABC is pou$d;rwhich is cunently,.il'b]ling tt _1.5$ 

P/pound.

Reporting cuffency of.,t{iC1XYZ is US dq-l}qp.t' llie non-consolidated furancial statement of
both as follows : . ..:'.111 ..t6i,: ,,,,,,,,;i,t,
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