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COM 4 E02: lnternational Financial Management

SECT ON A

Answer any four quesiions in this Secl on. Each quesllon canes 1 mark ior

Parta),3 marks for Pad b) and 5 rnarks ror Parl c).

1 a) whai are cross rates ?

oJ r--.pol p/.hanop '" e berwp-n l\F dld LISD ( 471'LJSD drd Lhp

o.e no-,oadrd ra.- i" a, 9l U\D Cc LL cte totur'd pr6n rr or d -cor,-
c) Descibe breily the melhods oliorecasling exchange ra1es.

3.

5.

6

a) What is Balance ol Paymenl ?

b) Explain the concepl oi delicil and surp us in the Balance ol Paymenl.

c) Describe lhe structure ol lndias Baance oi Paymenl Accounl.

a)Whal is mea.l by SDR ?

b) Descdbe the varous €xchange raie sysl€ms around th€ word. -

c) Expain the lunclioning ol IBRD

a) whal do you mean byloreign porllolio nvesimenl ?

b) Diflerenlate between FDland Fll.

c) Crilically evaluaie lndias ioreigf nvesiment po cy

a) Expla n lhe nlernalona Fisher Etiecl

b) Whal do you mean by converdbi iy ol lndian Fupee ?

c) State lhe Portlo !o Balance l,lodeL and ts assumplions to exchange rale

a) Explain tlre term CHlPS AND CHAPS.

b) Descr be how lhe SWIFT sysiem works in an inlerbank transaction.

c) Whal s hedqin! by nvocecurrency?
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7. a) Dstinguish behveenloregn exchange erposure and loreign exchaige rsk
b) What is inleresl rate exposure ?

c) Explain the melhods by which nleresl rate exposure can be managed

8. a) Whatdo you mean by spread ?
b) lc clMumbaiquotes Rs.26 45/6s tor Alsrralan Dolar compure aid Ask

andspr€ad Also show whaithey would quote il il were an ndirect quote.

c) A spol rale is Dlr,4 = $ 0.3302-10. Anotherspor rale s FF - s 0.1180 90

Compute d rect quote ol FF in Germany (ax9=36)

SECT ON _ B

Answe r lhe 1ol owing qLesiions. Each quest on cades l2 marks

o o Dprc bd.h6,orapd,"ob) tv -r"(otr'9 r-dlcdt'r- r tldg,ood
economic syslem.

OB
b) The iol ow nq are the nleresl rates and spol raies oi excha ngei

Spol rate USD/INF 4545/50 .lerest.aies in ndia: 10 10.25'l. pa.
interesl rales in the US: 07 7.25% p.a. ll nteresi rate parily hods, whal
arc ihe lotuard qloies ?

on
c) What is inlernalona lquidty ? Whal are lhe cornponents ol intenailona

liquldity ? Discuss the ro€ of l'4F n resovng the problern ol iniernalona
liquldily.

-O 
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OF
b)Whalis Lnternationalfinancia markel ? Describelhe imporlant interfation al

money market and captalmarket lnslruments.
OR

c) A New York bank s crrrenly oflerlng these spot qlotes:
USD/JPY I10 251111.10i
usD/AUD. i 6520/1 6530
Atlhe same I me, a bank in Sydney is quoting: AUD/JPY: 68.30/69 00. ls
there an arbtrage opportun ty ? Consider this sequence oflransactio.s:

. a) SellYen buyUSdolars andthen selUSdollars and buyAustralian Do als.
Do both these lransactions in New York and

b) S€illhe Australan Dollars ioryen nSydnev? l2xt2=241


