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Max.Marks:60

Note: a)  No additional answer sheets will be provided.

          b)  All sub-parts of a question must be answered at one place only, otherwise it will not be valued.

          c)  Assume any missing data.




Part - A 



Max.Marks:10

Answer all QUESTIONS. EACH QUESTION CARRIES 1 MARK.
1. Explain the Evolution of International Financial System?  






2. Briefly explain the Foreign Exchange Management Act? 







3. Explain Financial Swaps. 










4. Explain briefly types of Exchange risk exposure.








5. What are the reasons for deviations from interest rates parity? 






6. What is meant by Cross-Border Acquisitions?  








7. What is meant by Forward exchange contracts? 








8. Differentiate Spot and Forward Markets.  









9. Define Capital budgeting. 











10. Define Euro market.  



















Part – B



Max.Marks:50
ANSWER ANY FIVE QUESTIONS. EACH QUESTION CARRIES 10 MARKS.
1  a. Explain the importance and scope of the international financial management.

    b. Explain the concept of Balance of Payments (BOP) and discuss the different accounts of BOP. Can a country run a current account deficit (surplus) indefinitely? Give reasons.
2  a. What are the major functions of the foreign exchange market?  

    b. Briefly explain the role of RBI and regulations of FEDAI.

3  a. How do importers and exporters use currency derivatives? Explain with example.

    b. Explain the significance of Eurocurrency and Eurobonds?

4  a. What do you understand by foreign exchange risk? What are the different external exposure management techniques which are used by importers and exporters?
    b. What are the different tools to overcome transactional risks in the foreign exchange transactions

5   a. What is meant by PPP and explain about Fisher effect.

     b.  Briefly explain interest rate parity and covered interest Arbitrate.


6  a. Discuss about the foreign direct investment?

               b. Briefly discuss the centralized cash management system and its advantages.

            7. a. The Argentine peso was fixed through a currency board at Ps1.00/$. In January, 2002    12 the Argentine peso was floated. As of January 29, 2003, it had depreciated to Ps 3.20/$. During  the  one  year  period  Argentina’s  inflation  was  20  %  on  annualized  basis. Inflation in the United States was 2.2 % annualized.

  i)  What should have been the exchange rate in January 2003 if the PPP held?

  ii) By what percentage was the Argentine peso undervalued on an annualized basis?

       b.   (i)  USD/INR 52.9885/35
             EUR/USD 1.2870/80
                   Calculate INR/EUR quotation. 

                   (ii) Spot CAD 1.0297 per USD
            73 days Forward CAD 1.0307 per USD USD                
  interest rate 0.75% p.a  


  Calculate CAD interest Rate
-- 00 -- 00 –
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