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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.

ANSWER ANY FIVE QUESTIONS. EACH QUESTION CARRIES 15 MARKS.
	1.
	a)
	What is Balance of Payment ? Briefly explain Components of BOP.
	[8M]

	
	b)
	Distinguish between  International Monetary Fund and World Bank ?
	[7M]

	
	
	
	

	2.
	a)
	What are the factors that affect the Foreign Exchange Market ?
	[7M]

	
	b)
	Briefly explain the Fish effect in arbitrage. 
	[8M]

	
	
	
	

	3.
	a)
	What is Euro-currency ? State the features of Euro-currency market ?
	[7M]

	
	b)
	What are the different kinds of ‘euro bonds’ ? 
	[8M]

	
	
	
	

	4.
	a)
	How to manage the  foreign exchange risk in current volatile international markets ?
	[7M]

	
	b)
	What are the merits of Flexible exchange rate system ?
	[8M]

	
	
	
	

	5.
	a)
	What are the different types of Interest Rate Parity ?
	[8M]

	
	b)
	Explain the reasons for deviate in interest rate parity.
	[7M]

	
	
	
	

	6.
	a)
	Briefly explain the factors to be considered for International Capital Budgeting.
	[7M]

	
	b)
	IKEA  Furniture from Sweden country planning to set a manufacturing plant in (Telangana ) India, which involves an investment  outlay of  Rs. 50 Million.  Working capital amounts to  Rs. 5 Million.


The  CFATs are expected to the  Rs. 17 Million  p.a. for  5 years. The fifth year is expected to generate an  additional cash flow of Rs. 15 Million on account of sale of Plant and release of working capital.  The exchange rate is Rs. 46 per US $.  The exchange rates for the  relevant 5 years period as

Year

Exchange Rate( Rs/$)

1

36

2

37.08

3

38.1924

4

39.3382

5

40.5183

· The required rate of return is 15 %.

·  Advise the IKEA company regarding the viability. Find the NPV,  and suggest for Accept or Reject by considering the 15 % discount factors as under  

Year

Discount Factors 15 %

1

0.870

2

0.756

3

0.658

4

0.572

5

0.497


	[8M]

	
	
	
	

	7.
	a)
	Explain the nature and scope of International financial management.
	[8M]

	
	b)
	What are the differences between  Domestic and International Financial Management ?
	[7M]

	
	
	
	

	8.
	a)
	What do you know about FOREX market and its uses? Explain briefly.
	[8M]

	
	b)
	Who are the major participants in a foreign exchange market?
	[7M]
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