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1. This question paper consists of 2 parts: 
 PART A (25 marks) : Answer all THREE (3) short answer questions. Answers are to be written 

in the Answer Booklet provided. 
 PART B (75 marks) : Answer all FOUR (4) structured type answer questions. Answerare to be 

written in the Answer Booklet provided. 
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examination hall. 

4. Only ballpoint pens are allowed to be used in answering the questions, with the exception of 
multiple choice questions, where 2B pencils are to be used. 
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PART A   : SHORT ANSWER QUESTIONS (25 MARKS) 
 
INSTRUCTION (S) : Answer all THREE (3)questions. Write your answers in the answer booklet(s) 

provided. 
 

 

 
 
Question 1 
 
Briefly define the following terms in the perspective of multinational finance: 
 
 
(a) Foreign Exchange Rate                     (3 marks) 
 
(b) Spot Market                                                               (3 marks) 
 
(c) Forward Market                                           (3 marks) 

(Total 9 marks) 
 
 
Question 2 
 
Explain the exchange rate regime and the impact in the multinational financial operations. 
 
 

(8 marks) 
 

 
 
Question 3 
 
Discuss the Law of One Price (LOOP) and how does it operates in the international financial market. 
 

(8 marks) 

 

 

 

 
 

END OF PART A 

 

 



Page 3 of 3 
 

PART B   : STRUCTUREDANSWER QUESTIONS (75 MARKS) 
 
INSTRUCTION (S) : Answer all FOUR (4) questions. Write your answers in the answer booklet(s) 

provided. 
 

 
Question 1 
 
There are broad categories of participants in the foreign exchange market whom are liquidity seekers or 
profit seekers. Discuss FIVE (5) types of participants that involved in the market. 

(25 marks) 
 
 
Question 2 
 
(a) Explain the Fisher Effect Theory and its application in the multinational finance. 

(10 marks) 
 
(b) Distinguish FIVE (5) differences between real interest rate and nominal interest rate. 

(20 marks) 
                            (Total 30 marks)  

 
 
Question 3 
 
Discuss the THREE (3) ways for Multinational Corporations (MNC) in managing their foreign exchange 
exposure. 

 
(10 marks) 

 
 
Question 4 
 
Describe FIVE (5) characteristics of a future contract. 

(10 marks) 
 

 
 
 
 
 
 
 

END OF QUESTION PAPER 


