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Course Objective: The objective of the course is to provide an understanding of both the key 

features of foreign exchange markets and the actual problems of multinational corporation within 

an environment of free flows of foreign capital and floating exchange rates 

Course Outcomes: On successful completion of this course, the students will  be able: 

CO1: To recognize the Concept of Foreign Exchange Markets.  

CO2: To Apply the  Concept of International Parity Relations. 

CO3: To analyze the Risk and Management of Risk in international Financial Management. 

CO4: To apply the derivatives for Risk Management with special Reference to Currency. 

CO5: To give the Concept of International Tax Management. 

Unit I:Foreign Exchange Market  

 Participants in foreign exchange market, structure of foreign exchange market in India; quotes in 

spot market and forward market, triangular arbitrage; nominal effective exchange rate (NEER), 

real effective exchange rate (REER) including Numerical Problems 

Unit II:- International Parity Relationships 

 Parity Conditions- Purchasing Power Parity, Interest Rate Parity ( including Numerical 

Problems) International Fisher Effect, Unbiased Forward Rate Theory. International debt crises 

and currency crises-Asian currency crisis, Greek debt crisis 
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Unit III:- Risk Management in MNCs 

 Types of risk-currency risk, transaction exposure, translation exposure, accounting standard for 

translation exposure in India, economic exposure and assessment; interest rate risk, country risk 

assessment–political risk, financial risk. 

  

Unit IV :-Derivatives  

 Meaning of Derivatives, participants in derivative Market  Currency derivatives–forwards, 

futures, forward rate agreement, options. (Simple Problems in valuation of Forwards, Futures 

and Options-In the Money, At the Money, Out of the Money)  

 Unit - V: Tax Management 

 Types of tax–income tax, withholding tax, Goods and Services Tax, Tobin tax; taxation 

methods– worldwide approach, territorial approach; tax havens, offshore financial centers, re 

invoicing centre 
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