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Note : Attempt any five questions. All questions carry equal 

marks. 

1. What do you mean by capital structure ? Does 

capital structure depend on the degree of 

development of financial markets ? Explain. 10+10 

2. Why are Currency Risks managed ? Explain at 

least three methods of managing currency risks. 8+12 

3. Write short notes on any two of the following : 10+10 
(a) Foreign Exchange Rate Intervention by 

Central Banks. 

(b) Purchasing Power Parity Theory 

(c) Dividend Valuation Model for cost of equity 

capital. 

(d) Forfeiting 
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4. 	Describe in detail the need and importance of 
international cash management. Which of the 
gains of centralised cash management are related 
to foreign exchange transaction costs ? 	10+10 

	

5. 	Distinguish between present value and adjusted 
present value as techniques of appraising projects. 
Will they give the same result ? Give reasons. 	14+6 

	

6. 	Discuss the meaning and purpose of different 20 
money market instruments. 

	

7. 	Distinguish between : 	 10+10 

(a) Portfolio and Foreign direct investment 

(b) Translation and economic exposure 

8. What are euro commercial papers ? What are its 
advantages ? Explain how yield on a commercial 
paper is calculated. 	 10+5+5 

	

9. 	What are Euro Markets ? Explain its genesis and 
relevance. 	 5+10+5 
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