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Note : 	(i) Attempt any five questions. 

(ii) All questions carry equal marks. 

1. Distinguish between balance of payments and 
balance of trade, giving specific illustration. What 
are the methods available to a Government to 
correct adverse balance of payments ? Is 
devaluation a viable option ? Discuss. 	5+10+5 

2. What were the major weaknesses of Bretton 
Woods System which led to its breakdown in 
1971 ? Has subsequent amendments in IMF 
articles succeeded in removing these 
weaknesses ? Discuss. 	 10+10 

3. How do you measure and manage transaction 
risk ? How is the transaction risk different from 
translation risk ? Explain giving suitable 
illustrations. 	 15+5 
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4. Discuss the nature and genesis of Global Financial 
Markets. What purposes do they serve ? Also 
discuss some of the major financial instruments 
used in the markets. 	 12+4+4 

5. What is the most important rationale of Foreign 
Direct Investment (FDI) ? What are the dangers 
of FDI ? Discuss. 	 10+10 

6. Discuss Euro Markets and explain in brief various 
instruments of Euro Markets. 	 5+15 

7. Define cost of Equity. If risk perceptions change 
what happens to cost of equity ? How equity cost 
of capital for foreign project is arrived at ? 	6+6+8 

8. Explain the various ways of assessing and 20 
managing political risk by multinational 
corporations. 

9. Write short notes on any two of the following : 10+10 
(a) Multilateral Investment Guarantee Agency 

(MIGA) 
(b) Transfer Pricing 
(c) Regulatory and Institutional Framework for 

Financing Project Exports in India 
(d) Forfaiting 
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