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Instructions: Attempt all the questions 

                                                                                   SET- A  

S. No.               SECTION A Marks CO 

1.  Write a note on currency swap? 2 1 

2.  What do you mean by letter of credit? 2 1 

3.  What are the methods of translation exposure? 2 1 

4.  Give an example for strategic alliance. 2 1 

5.  Define creditorship securities. 2 1 

SECTION - B  

6.  Discuss about the capital structure decision and factors affecting the capital structure? 10 2 

7.  Explain functions and applications of future markets? 10 2 

SECTION-C 

8.  9. Compare the following two mutually exclusive projects based on ARR. Cash flows 

and salvage values are in thousands of dollars. Use the straight line 

depreciation method. 

Project A: 

Year                  0      1       2      3 

Cash Outflow        -205 

Cash Inflow            81     105    100 

Salvage Value                              8 

 

Project B: 

Year                 0      1          2      3 

Cash Outflow        -185 

Cash Inflow              74    100    74 

Salvage Value                             15 

 

10 3&4 



9. Campbell Industries has a project worth $385,000 with the following projected cash 

flows: 

Years 
Cash 

inflows 

1 $130,000 

2 $245,000 

3 $180,000 

4 $135,000 

      Using 8%, 12%, 14%, and 20% discount rates for this project and the NPV model 

should this project to be accepted or rejected? 

10 2 

SECTION-D 

10.  The crisis that started in Thailand in 1997 and spread to Malaysia, Indonesia, the 

Philippines and south Korea sparked a massive out flow of capital from Asia, resulting 

in economic, financial often social crisis in many parts of the region. The plunge of 

Asian currencies still inhibiting normal investment and trade activity in the region. 

What was one thought to be a regional crisis reached global proportions with the panic 

in Russia and brazil, while even hedge funds, banks and other global money managers 

– who were sometimes blamed for the crisis in the first place- suffered grate losses or 

even collapsed. These events are an ominous forewarning of the world economy of the 

future. This instability in global markets has led some to question the benefits of 

globalism, liberalization and free market principles that were propounded in many 

circles are the pillars of the post- cold war world. Discussion and proposals are being 

voiced from all over the world for reform of the IMF, the BIS and other institutions. 

1. How can you build the necessary frame work to prevent the Asian crisis from 

recurring? 

2. What should be the role of IMF and world bank in this regard? 

 

25 3 

11.  Hindustan Level Ltd has foreign subsidiaries that facilitate its international business. 

Its consolidated earnings are partially attributed to the earnings generated by its foreign 

subsidiaries. The consolidated statements of HLL Ltd are subject to translation 

exposure, as all foreign earnings (in different currencies) are translated into US dollar 

earnings. Hence the consolidated earnings of the company are affected by the exchange 

rates prevailing when the conversation takes place. In the second and third quarter of 

1988, translated earnings of countries, such as Thailand, Malaysia and Indonesia were 

25 4 



reduced substantially, simply because of the depreciation of Asian currencies against 

the dollar. 

1. Did this reduction in earnings cause a significant impact on the stock price 

of HLL Ltd? 

2. Should HLL Ltd be concerned about its translation exposure? How will the 

exposure affect its stock price? 
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                                                                                 SET- B 

S. No.               SECTION A Marks CO 

1.  Define bank Guarantee? 2 1 

2.  Write short note on Translation exposure. 2 1 

3.  What are the requirements of International monetary system? 2 1 

4.  Mention any 4 underlying assets under derivative market. 2 1 

5.  What is listing? 2 1 

SECTION - B  

6.  Write a note on exchange risk and types of exposure associated with it? 10 2 

7.  What is derivative? Write a brief note about the contracts of derivatives? 10 2 

SECTION-C 

8.  Mr. Sivaram is considering to investing in a company.              

The project will require an initial investment of $2,75,000 and is expected to generate 

the following cash flows thereafter: 

Years $ 

 1 (40,000) 

2 60,000 

3 110,000 

4 100,000 

5 80,000 

6 160,000 

10 2 



7 200,000 

               a) Calculate the payback period and comment on your answer. 

                b) Suggest Mr. Sivaram about pros and cons for adapting this method 

 

9.  A project requires an initial investment of $250,000 and is expected to generate the 

following net cash inflows: 

Years 1 2 3 4 

Cash inflows 100,000$ 135,000$ 90,000$ 70,000$ 

The cost of capital for investment is 12%. Find the IRR for project   

10 2 

SECTION-D 

10.  Nike, the U.S.-based company with a globally recognized brand name, manufactures 

athletic shoes in such Asian developing countries as China, Indonesia, and Vietnam 

using subcontractors, and sells the products in the U.S. and foreign markets. The 

company has no production facilities in the United States. In each of those Asian 

countries where Nike has production facilities, the rates of unemployment and 

underemployment are quite high. The wage rate is very low in those countries by U.S. 

standards; the hourly wage rate in the manufacturing sector is less than one dollar in 

each of those countries, compared with about $18 in the United States. In addition, 

workers in those countries often operate in poor and unhealthy environments and their 

rights are not well protected. Understandably, Asian host countries are eager to attract 

foreign investments like Nike’s to develop their economies and raise the living 

standards of their citizens. Recently, however, Nike came under worldwide criticism 

for its practice of hiring workers for such a low pay— “next to nothing” in the words 

of critics—and condoning poor working conditions in host countries.  

Evaluate and discuss various ethical as well as economic ramifications of 

Nike’s decision to invest in those Asian countries. 

 

25 3 

11.  Vanilla Coke a product of Coca cola was targeted at the metro youth. It was different 

in taste, promotion, package, price etc. Vanilla Coke was promoted in retro style. The 

brand had Vivek Oberoi, the then Bollywood flame endorsing the brand in an unusual 

style. Vivek sported the retro look with typical combination of Elvis style + Shammi 

Kapoor style in an Old Lamby Scooter screaming. It failed because the campaign was 

not targeted at the right segment. This campaign had its fair share of critics also.  The 

brand was priced at a premium over the ordinary coke. This may have discouraged the 

TG from checking out the brand. 

          Assume that you are executive officer of Coke and give suggestion for relaunch 

of the product 

25 4 



 

 

 

 


