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Note : Answer any five questions. All questions carry equal 

marks. 

What is international monetary system ? 
Also explain the need for such a system. 
Why was European Monetary System 
created ? 	 10, 10 

2. Explain the need and process of loan syndication ? 20 

3. What is transaction exposure ? List the various 
techniques of hedging transaction exposure and 
explain any two of them with illustrations. 	Z 4, 14 

How are rate of inflation and exchange rate 12, 8 
movements interrelated ? 
Explain different types of foreign exchange 
transactions. 
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5. Explain in detail the Capital Asset Pricing Model 20 
(CAPM) in relation to cost of capital. Illustrate. 

What is political risk ? Explain the different 
forms of political risk. 	 10, 10 
What are the differences and similarities 
between the gain from centralisation of cash 
management via pooling and gain via 
currency diversification ? 

7. Discuss the various types of guarantees used in 20 
international trade. State the advantages that 
each instrument provides to the buyer. 

8. Describe the factors that influence the design of 20 
world-wide corporate capital structure. 

9. Write notes on any two of the following : 
(a) Euro Bonds 
(b) Balance of Payments 
(c) Interest rate parity 
(d) Countertrade 

10, 10 
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