Program:

T.Y.B.M.S. Semester: Vi Program Code: ZM00156

Course:

INTERNATIONAL FINANCE Course Code: 86002

Duration: 2% Hours Examination Pattern: REV16- Autonomous External Max. Marks:

Instructions:

ir Examination:

1. All questions are compulsory REGULAR

2. Figures to the right indicate full marks. |

3. Draw neat diagrams wherever necessary,

Q.1 A)
1)

i)

iii)

)

vit)

vin)

Fill in the blanks with an appropriate answer from the alternatives given.(Any 08)

_risk s also called Accounting Exposure.

a) Economic b) Translation

c) Transaction d) Political

A ~option gives the holder the night to buy the underlying asset.
a)  Share b) Forward

c) Call dy  Put

Foreign Exchange Market is a ~ market.

a)  Regulated b) Democratic

c) Directive d)  Unregulated

- was introduced at a time when forex reserves of the country were low.
a) EXIM by GATT

¢) FEMA d)  FERA

mvolves comparing receipts and payments in the same foreign currency,

a) Analysing b)  Matching

c) Transacting d) Pairing
If Forward Rate is greater than Spol Rate, the currency is said to be at
a) Depreciation b)  Premium

c) Arbitrage d)  Discount

Which of the following 1s a short-term money market instrument?

a) Equity Share by ADR

c) I'reasury Bill d) Furobond

: e >
Which exposure arises due to contractual cash flows in foreign currency:
a) ['ranslation Exposure b)  Transaction Exposure

) Political Risk d)  Economic Exposure
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ix)
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ix)

X)

b)

c)

Under which system are exchange rates determined purely by market forces?

a)  DBretton Woods b) Gold Standard
c)  Flexible Exchange Rate System d) Fixed Exchange Rate System
_ 15 the difference between the bid and ask rate.

a)  Swap b) Premium
c)  Spread d) Margin

State whether the following statements are true or false, (Any 07)
Leading refers to making payment in advance before the change of rate.

A call option gives the holder the right to buy the underlying asset.
Speculators attempt to profit from rising and falling prices.

Trade Balance is the difference between export and import of goods,

Tax havens offer minimum or no tax liability to individuals and corporations.
Future contracts are standardized contracts.

In case of Triangular Arbitrage, there are four quotes available,

[nvestment is a component of the current account in BOP,

IFNPV is negative, accept the project.

Internal Rate of Return (IRR) is caleulured by equating Net Present Value (NPV)

o one.

Answer the following.
What is International Finance? Discuss its significance.

What 15 Gold Standard? What are its {eatures

OR

The following quote is given in Indin
GBP/INR = 101.4000 - 101.6000

Required:

In which country is this Direct Quote?
In which country is this [ndirect Quote?
Calculate Mid Rate

Calculate Absolute Spread

Caleulate % Spread

Caleulate Inverse Quole

ool La Lo fg —
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d)

a)

b)

¢)

The following quotations are available in USA:
1 USD = CAD 1.3200 - 1.3300
1 USD = CHF 0.8800 - 0.8900

In Switzerland:
| CHF = CAD 1.4700 - 1.4850

Required:

* Derive CHF/CAD cross rate

* Compare with Switzerland rate
» Identify arbitrage opportunity
= Assume capital CHF 800,000

Answer the following,
What is Foreign Exchange Market? Discuss its structure

What are various global money market instruments?

OR

Spot EUR/INR = 90.5000
Forward Margins (paise):
| Month: 20/ 24

2 Month: 42 / 48

3 Month: 65/ 74

6 Month: 110/ 123

Required:

Caleulate forward rates for:
| Month

2 Month

3 Month

6 Month
State whether EUR is at premium or discount.

Spot GBPANR = 101.2500
3-Month Forward GBP/JANR = 101 4800

Required:
1. Calculate the 3-Month Forward Margin,

[ o]

3, Interpret whether GBP is at Premium or Discount.

4. Brelly explain what this indicates about interest rate differentinl.
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Calculate the 3-Month Annualised Forward Margin (AFM).
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Q.4

0.5

a)
b)

c)

d)

A)

i)

Answer the following.
What is FDI? What are its advantages?
What are different types of Eurobonds?

OR

A Call Option has the following details:
Strike Price = 282.00

Premium = 20,75

Spot Price at Expiry = 84,40

Contract Size = USD 75,000

Required:

Whether the option will be exercised

Calculate Gross Payoft

Calculate Net Gain/Loss

Calculate Effective Cost per USD

Comment whether the importer benefited from hedging

[ - p—

bfi ol lad

Amount Available = INR 6,000,000
Investment Period = 3 Months

|l;.?lurrcnc}‘ Spat ' 3M Forward Interest Rate

USD [ 8420  84.60 5%
CEUR 9100 9080 % |
| GBP (103500 tosl0 an |
Required:

Determune best investment altemative,

Answer the following.

What is Forex Market? What are its important characteristics?
Initial Investment = USD 250,000

Year Cash Flow Discount Factor (10%)
' T
(160000 | o099

|2 80000 0.826
1 [ 90000 | 0.751

4 T0,000 | 0683

ﬁnqu.ircd: . - _

* Compute PV
* Calculate NPV
= Decision
O
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Short Note: (Any 3) (5 marks each)
Types of Capital Budgeting Decisions

Role of Forex Manager
FEMA
Transier Pricing

ADRs
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