305- International Finance

1. What is the primary goal of International Finance?

a. Maximizing domestic revenue

b. Minimizing global trade

c. Facilitating international economic transactions

d. None of the above

Answer: c. Facilitating international economic transactions
2. What are the participants in the global financial system?
a. Only government organizations

b. Only multinational corporations

c. Various entities including governments, multinational corporations, and
financial institutions

d. None of the above

Answer: c. Various entities including governments, multinational
corporations, and financial institutions

3. What challenges arise in International Finance due to globalization?
a. Reduced cross-border transactions

b. Increased complexity in financial markets

c. Limited access to international capital

d. None of the above

Answer: b. Increased complexity in financial markets

4. How does the International Monetary Fund (IMF) contribute to global
finance?



a. Providing long-term loans to governments

b. Stabilizing exchange rates and facilitating monetary cooperation

c. Issuing credit ratings for international businesses

d. None of the above

Answer: b. Stabilizing exchange rates and facilitating monetary cooperation
5. What is the purpose of credit rating agencies in International Finance?
a. Regulating global interest rates

b. Assessing the creditworthiness of entities

c. Influencing foreign exchange rates

d. None of the above

Answer: b. Assessing the creditworthiness of entities

6. What is the primary function of the foreign exchange market?

a. Buying and selling stocks

b. Facilitating international trade by exchanging currencies

c. Regulating interest rates

d. None of the above

Answer: b. Facilitating international trade by exchanging currencies
7. What is the concept of Exchange Rate Quotations and Arbitrage?
a. Predicting future exchange rates

b. Taking advantage of price differences in different markets

c. Regulating currency supply

d. None of the above



Answer: b. Taking advantage of price differences in different markets

8. What does Interest Rate Parity in foreign exchange markets relate to?
a. Exchange rate forecasting

b. Interest rate regulations

c. Relationship between interest rates and exchange rates

d. None of the above

Answer: c. Relationship between interest rates and exchange rates

9. How is Purchasing Power Parity relevant to foreign exchange markets?
a. It predicts interest rate movements

b. It predicts exchange rate movements based on price levels

c. It regulates global inflation rates

d. None of the above

Answer: b. It predicts exchange rate movements based on price levels

10. What approach is used to forecast exchange rates based on historical data
and trends?

a. Efficient Market Approach

b. Fundamental Approach

c. Technical Approach

d. None of the above

Answer: ¢. Technical Approach

11. What type of transaction involves the immediate exchange of currencies at
the current exchange rate?

a. Spot transactions



b. Forward contracts

c. Future transactions

d. None of the above

Answer: a. Spot transactions

12. What is the primary purpose of a forward contract in foreign exchange?
a. Speculating on future exchange rate movements

b. Immediate currency exchange

c. Hedging against currency risk

d. None of the above

Answer: ¢. Hedging against currency risk

13. What is the main feature of a Swap transaction in the foreign exchange
market?

a. Buying and selling the same currency simultaneously

b. Exchanging currencies with a predetermined future date for reversal
c. Speculating on long-term currency trends

d. None of the above

Answer: b. Exchanging currencies with a predetermined future date for
reversal

14. What is the primary role of credit rating agencies in the Bonds market?
a. Issuing bonds

b. Determining interest rates

c. Assessing the creditworthiness of bond issuers

d. None of the above



Answer: c. Assessing the creditworthiness of bond issuers
15. What is the procedure for issuing Bonds in the international market?
a. Creating a complex financial structure

b. Following a standardized procedure

c. Bypassing credit rating agencies

d. None of the above

Answer: b. Following a standardized procedure

16. How is international double taxation regulated?

a. By avoiding taxation altogether

b. By imposing higher tax rates

c. Through bilateral tax treaties

d. None of the above

Answer: ¢. Through bilateral tax treaties

17. What is the definition of Money Laundering in the context of international
finance?

a. Legitimate financial transactions

b. The illegal process of making large amounts of money generated by a criminal
activity appear to be earned legally

c. Tax evasion strategies
d. None of the above

Answer: b. The illegal process of making large amounts of money generated
by a criminal activity appear to be earned legally



18. How is Money Laundering procedure organized?

a. In an open and transparent manner

b. Through legal financial institutions only

c. Through stages and methods that conceal the true origin of funds

d. None of the above

Answer: c. Through stages and methods that conceal the true origin of funds
19. What is the primary focus of monitoring in international finance?
a. Regulating exchange rates

b. Tracking financial transactions for illegal activities

c. Facilitating tax evasion

d. None of the above

Answer: b. Tracking financial transactions for illegal activities

20. How are Bonds affected by legal and procedural aspects in international
finance?

a. They are exempt from legal regulations

b. Legal aspects have no impact on Bonds

c. Legal and procedural aspects impact the issuance and trading of Bonds
d. None of the above

Answer: c. Legal and procedural aspects impact the issuance and trading of
Bonds

21. What is the role of International Monetary Fund (IMF) in creating an
investment/business plan?

a. Providing financial support for business startups

b. Offering guidelines for capital structure planning



c. Facilitating monetary cooperation and exchange rate stability

d. None of the above

Answer: c¢. Facilitating monetary cooperation and exchange rate stability

22. How does World Bank contribute to creating an investment/business plan?
a. By providing long-term loans for business expansion

b. By offering tax incentives to businesses

c. By regulating foreign exchange markets

d. None of the above

Answer: a. By providing long-term loans for business expansion

23. What is the significance of credit rating agencies in creating an
investment/business plan?

a. They determine the profitability of business ventures

b. They assess the creditworthiness of entities, influencing investment decisions
c. They regulate interest rates

d. None of the above

Answer: b. They assess the creditworthiness of entities, influencing investment
decisions

24. How does foreign exchange impact the creation of an investment/business
plan?

a. It has no impact on international investments
b. It influences currency exchange rates and transaction costs
c. It only affects local businesses

d. None of the above



Answer: b. It influences currency exchange rates and transaction costs

25. In what way does cash management play a role in an investment/business
plan?

a. By maximizing cash reserves without considering liquidity
b. By minimizing cash reserves to reduce costs

c. By ensuring optimal liquidity to meet operational needs

d. None of the above

Answer: c. By ensuring optimal liquidity to meet operational needs



