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2023
MBA
4th Semester Examination
INTERNATIONAL FINANCIAL MANAGEMENT
PAPER : MBA-F-401/402
Full Markes + 80
Time @ 3 hours
The figures in the right fund margin indicate marks.

Candidates are required 1o rive thelr answers
m their own words as fur as practicable.

Hllustrate the ansieers 1oherever necessary.

Answer from both the Groups as directed.

GROUP—A

Answer any eight questions {rom the following :
5x8=40

1. Briefly discuss the scope of International
Financial Management. D
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(2)
Define Balance of Payments’ (BOP). How does
i differ from Bodance of Trace™ 2+3=5

Discuss the role of SDR In international trade,

o}

Define ‘Forward Comracts’. State its {features,

2+3=5

Write a short note o Comparative Advantnge
Theory of 1nternational trade. 5

Briefly discuss the different non-tariff barricers

of Internationul nndt:. D

What is an option? Explain how it can be used
for hedging? 2HHEH

Describe the meaning of transaction exposure.
How is it connected 1o exchange rate risk?

24375

With the help of & bipothetical example. draw
the pav-off diagram for a call option buyer and
call option writer, 2lat =5
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(3)

10. What i1s speculation? How can a buver of a

forward contract spueculate? 5

11. Write a short note on ADR.

o

12, Discuss the naportance of international linance

in todayv’s business scenario. o

GROUP—B

Answer any four questions rom the following :

13. {a)

(D)

/281

10»4=10

What do vou understand by “at the money’,
‘out of the money’ and in the money’ call
options?

An exporter wants to hedge its receivables
using a pit option that has an exercise price
of T80-530 per dollar with a premium of
F 145 por dolluar, [t is mentioned that the
spot rate ot the time of receipt of the
pavmeni is likely to bhe ¥79/5 (209%
probability). ® 78:20/5 (30% probability] and
FTEI-50/5. You are reguired to compute the
expected cash flow: 3+7=10
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{4}
14, (7)) What are the dilforences between futures
contract and forwond contract?

th) Discuss the keyv issues that are considered
i ecapital budpeting doecisions. H+d=10

15. AZ Lid. is thinking of c.orving out & project in
USA that will requive on luitial investment of
%1 crore. The project duration is four montis.

The {oillowing are the actails of the project

Year PAT (FTlokhs)
! a0
2 35
:ti R
|2 G5 ,
— Z i
|4 Hho _—j

The value of the machive that will be usced in
the project is 25 lakhs on which depreciation
is charged «20%. Assuming that the cost of
capital is 12", corporale tax rate is 25% and
the withholding tax rate is 18%, compute the
NPV of the project. How will vour answer change

it is given that the saivage value 1s 273007

Alsc. consider that the exchange rate (per dollarg
i the four vears 18 <80, 28210, 7810 and

7950, T3 10
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16. {w) Why is RPO mmportant for a countrv?

(b} Discuss in brie! the clements of BOP.
44+6=10

17. Explain the functions ol International Monetary

Fund (IMF). 10
18, Explain the following lenms . b=

fa) Transaction Risk
(h) Transiaticn Risk

fc) Economic risk m the context of Foreign
Exchange Risk Management
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