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Note: Attempt any five questions. All questions carry equal

marks.

Define Balance of Payments. Explain and
illustrate the interrelationship between current
account, capital account and official reserves

account. 5+15

What is a Futures Contract ? Illustrate with the
help of an example how futures may be good
hedging technique. Explain why futures may not
be a perfect hedge some times. 10+5+5

What is Letter of Credit ? Discuss the operation
of letter of credit. What purpose does a letter of
credit serve ? 5+10+5
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4, Write short notes on any two of the following : 109+10
(a) Capital Asset Pricing Model
(b) MIGA
(c) Currency Options
(d) Treasury Bills

5. What are Foreign Exchange Markets ? What are
their functions ? How are these functions
performed ? Also explain the role of major
participants. 5+5+5+5

6. What are Yield Curves ? What is their
significance ?  Explain upwards or downwards
sloping curves. 5+8+7

7. Whatis Translation Exposure ? How is it different
from transaction exposure ? Explain different
methods of managing translation exposure. 5+5+10

8. What do you mean by Cost of Capital ? Elaborate
how it is calculated ? 6+14

9. How is appraisal for a project carried out ? Are

there any special features of International Project
Appraisal ? Explain. 10+10
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