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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)  Missing data can be assumed suitably.








Part - A 



Max.Marks:25
Answer all QUESTIONS.
	1.
	Explain Security analysis.
	[3M]

	2.
	What is International business environment?
	[3M]

	3.
	Explain put call parity theorem.
	[3M]

	4.
	What are Foreign exchange derivatives?
	[3M]

	5.
	Write on FEDAI Regulations.
	[3M]

	6.
	Write on Transaction Exposure Vs. Translation Exposure.
	[2M]

	7.
	What is Short run PPP?
	[2M]

	8.
	Write on Bilateral Vs. effective exchange rates.
	[2M]

	9.
	Write on Profitability index Vs. excess present value index.
	[2M]

	10.
	Write on Required rate of Return vs. Cost of Capital.
	[2M]











Part – B


   
 Max.Marks:50
ANSWER ANY FIVE QUESTIONS. EACH QUESTION CARRIES 10 MARKS.
	11.
	a)
	What are the factors responsible for decision making in International Financial Management?

	[5M]

	
	b)
	Write the recent changes and challenges in International Financial Management.
	[5M]

	
	
	
	

	12.
	a)
	Assess the effectiveness of currency depreciation and fiscal contraction as way of easing a current account deficit.

	[5M]

	
	b)
	Identify and explain three causes of current account deficit with suitable examples.
	[5M]

	
	
	
	

	13.
	a)
	State the characteristics of exchange control.

	[5M]

	
	b)
	Explain the important methods of foreign payment.
	[5M]

	
	
	
	

	14.
	a)
	Suppose that you enter into a short futures contract to sell August Gold for Rs.520 per gram on the ABC Exchange. The size of the contract is 10 kg. The initial margins are Rs.5 lakhs and maintenance margin is Rs. 3 lakhs. What change in the futures price will be to a margin call? What happens if you do not meet the margin call?

	[5M]

	
	b)
	Write short notes on types of exchange risk exposures.
	[5M]

	
	
	
	

	15.
	
	A Shoe Company sells to a wholesaler in Germany. The purchase price of shipment is 50000 deutsche marks with term of 90 days. Upon payment, shoe company will convert the deutsche mark to dollars. The present spot rate for DM per Dolor is 1.71, whereas the 90-day forward rate is 1.70.
Your are required to calculate and explain:

i. If shoe company were to hedge its foreign exchange risk, What would it do? What transactions are necessary?

ii. Is the deutsche mark at a forward premium or at a forward discount?

iii. What is the implied differential in interest rates between the two countries?
	[10M]

	
	
	
	

	16.
	a)
	What explanations are there for the prolonged deviations from equilibrium PPP exchange rates?

	[5M]

	
	b)
	If you would make PPP correction for National Incomes, How would your estimate under ‘Demand’ change?
	[5M]

	
	
	
	

	17.
	a)
	Describe the key factors contributing to effective Cash Management with in a firm. Why is the Cash Management Process more difficult in a Multi National Corporation?

	[5M]

	
	b)
	What are the sound International Cash Practices for forecasting cash flows and balances in Government Bank Accounts?
	[5M]
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