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INSTRUCTIONS: Answer question one and any other two questions  
      
   
QUESTION ONE (30 MARKS) 

a) Explain with illustration the difference between centralized and decentralized multinational 
organizational structures        (10 Marks) 

b) Explain why companies endeavours to invest in foreign countries   (6 Marks) 
c) Assume that the prevailing quote for whole sale transactions by a commercial bank for the 

Euro is $1.0876/78.  This means that the commercial bank is willing to pay $1.0876 per 
Euro.  Alternatively it is willing to sell Euros for $1.0878.  Compute the bid ask spread 

(4 Marks) 
d) Discuss the factors that affect the spread on currency quotations.   (10 Marks) 

  

QUESTION TWO (20 MARKS) 

a) A year ago, Rob Grady invested company in the stock of Vopka a Russian company.  Over 

the last year, the stock increased in value by 35%.  Over this same period, however, the 

Russian Ruble’s Value declined by 30%.  Rob sold stock today.  Calculate his return 

(10 Marks) 

b) Explain how international trade affect multinational company’s value  (10 Marks) 
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QUESTION THREE (20 MARKS) 

a) Suppose someone promised you $300 in 2 years and $500 in four years.  Compute the 

present value of the future payments      (10 Marks) 

b) State and explain the benefits of international diversification   (10 Marks) 

 

QUESTION FOUR (20 MARKS) 

Write explanatory notes on the following as used in international finance 

(i) Forward contracts 

(ii)  Future contracts 

(iii)Currency options 

(iv) Currency swaps       (20 Marks) 

 

QUESTION FIVE (20 MARKS) 

Two managers at Marshall inc. assessed a proposed project in Jamaica.  Each manager used 

exactly the same estimates of the earnings to be generated by the project, as these estimates 

were provided by other employees.   The managers agreed on proportion of funds to be 

remitted each year, the life of the project and the discount rate to be applied.  Both managers 

also assessed the project from the U.S. parent’s perspective.  Nevertheless, the managers 

determined that this project had a large net present value, while the other manager determined 

that the project hold a negative net present value.  Explain the possible reasons for such a 

difference           (20 Marks) 


