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Which of the following best defines
International Finance?

(A) Management of funds within
domestic boundaries

(B) Management of money in global
markets

) Accounting of local firms

D) Only stock market transactions

The main objective of Multinational

Corporations (MNCs) is:

(A) Limiting international exposure

(B) Profit maximization and global
expansion

) Only cost-cutting in domestic
markets

D) Government control in all markets

Which of the following is not a method of
international business?

(A) Exporting

(B) Importing

C) Licensing

D) Domestic retailing only
Balance of Payments (BoP) records:
(A) Only goods traded

(B) Only services traded

) All economic transactions between
residents and rest of the world

D) Domestic business transactions

Which component of BoP includes trade in
goods and services?

(A) Capital Account

(B) Current Account

C) Official Reserves Account
D) Financial Derivatives
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10.

The Bretton Woods System was established

) 1944
(B) 1930
© 1971
D) 1995

Under the Gold Standard, currencies were
valued in terms of:

(A)  Silver
B)  Gold
©  oi

(

D) Foreign bonds

Which organization was created under the
Bretton Woods Agreement?

(A) World Trade Organization (WTO)
(B) World Bank and International

Monetary Fund (IMF)
(9] United Nations (UN)
D) OECD

A flexible exchange rate is also called:
(A) Pegged rate

(B) Fixed rate

(9] Floating rate

D) Negotiated rate

Which of the following is a drawback of fixed
exchange rate system?

(A) Exchange rate stability
(B) Promotes international trade

(®) Government has to maintain large
reserves

(D) Encourages speculation
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1. Which of the following is not part of the
International Monetary System?
(A) Gold Standard
(B) Bretton Woods System
(®) Floating Exchange Rate Regime
D) Local sales tax system
12. Which arrangement allows currencies to
fluctuate according to supply and demand?
(A) Fixed exchange rate
(B) Floating exchange rate
(®) Bretton Woods system
(D) Gold standard
13. Which union introduced a single currency
“Euro™?
A) ASEAN
(B) European Union (EU) / EMU
© SAARC
D) NAFTA
14. Balance of Payments always follows the
principle of:
(A) Single-entry accounting
(B) Double-entry accounting
© Cash-based accounting
(D) Accrual-only accounting
15. Which account of BoP includes foreign
investments and loans?
(A) Current Account
(B) Capital Account
(®) Trade Balance
D) Reserve Account
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16.

17.

18.

19.

20.

In which year did the Bretton Woods system
collapse?

A) 1965
B) 1971
© 1985
O) 1991

Which of the following is a goal of MNCs?
A
B

(A) Risk minimization

(B) Market diversification

(®) Access to cheaper resources
D) All of the above

Current Exchange Rate Arrangements are
categorized by:

A  IMF
B) WO
(C)  OECD
()

Which of the following best describes the

Economic and Monetary Union (EMU)?

(A) Free trade bloc

(B) Political union of countries

(®) Agreement to adopt a common
currency and monetary policy

(D) Only a customs union

The Balance of Payments always balances

because:

(A) Exports always exceed imports

(B) Errors and omissions adjust
differences

(@) It follows double-entry bookkeeping

D) IMF monitors every transaction
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21. Foreign Portfolio Investment (FPI) primarily
refers to:
(A) Direct control over businesses
abroad
(B) Short-term investment in securities
of another country
(®) Setting up factories overseas
(D) Buying land abroad
22. Global Depository Receipts (GDRs) are
traded in:
(A) Domestic stock exchanges only
(B) International capital markets outside
the USA
(®) Only in USA
D) Only in India
23. American Depository Receipts (ADRs) are
issued and traded in:
(A) European markets
(B) US markets
(9] Asian markets
D) African markets
24, Which of the following represents ownership
in a foreign company listed in the US?
(A) ADR
(B) GDR
© Eurobond
(D) Treasury Bill
25. Which market deals with long-term debt and
equity instruments?
(A) Money market
(B) Capital market
(®) Foreign exchange market
(D) Derivatives market
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26.

27.

28.

29.

30.

Eurobonds are issued:

(A) In the currency of the country where
they are issued

(B) In a currency different from that of
the country where they are issued

(9] Only in Euros
(D) Only in US Dollars

A foreign bond issued in the USA by a non-
US company is called:

(A) Samurai Bond
(B) Yankee Bond
(®) Bulldog Bond
(D) Masala Bond

A foreign bond issued in Japan by a non-
Japanese company is called:

(A) Yankee Bond
(B) Bulldog Bond
(@) Samurai Bond
(D) Panda Bond

A foreign bond issued in the UK by a non-
British company is called:

(A) Samurai Bond

(B) Bulldog Bond

(®) Yankee Bond

(D) Panda Bond

Depository Receipts allow investors to:

(A) Trade domestic shares in foreign
markets

B) Avoid taxation

o

Eliminate exchange rate risk
(D) Conduct only government bond
transactions
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31. Which of the following is not part of
International Financial Markets?
(A) Equity markets
(B) Bond markets
(®) Foreign Exchange market
(D) Domestic grocery market
32. Which of the following is a key participant in
international banking?
(A) Correspondent banks
(B) Representative offices
(®) Foreign branches
D) All of the above
33. Which of the following is a benefit of foreign
portfolio investment?
(A) Easy diversification
(B) High liquidity
(9] Access to international opportunities
(D) All of the above
34. Which of the following are long-term debt
instruments in international markets?
(A) Treasury Bills
(B) Eurobonds
(®) Commercial Papers
D) Certificates of Deposit
35. Which institution issues ADRs in the USA?
(A) Commercial Banks
(B) Depository Banks
(®) Stock Exchanges
(D) Federal Reserve
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36. Which of the following is an example of an
international equity instrument?
(A) Eurobond
(B) ADR
(®) Treasury Bill
D) Certificate of Deposit
37. GDRs are usually listed on:
(A) New York Stock Exchange (NYSE)
(B) London and Luxembourg Stock
Exchanges
(®) Tokyo Stock Exchange
D) Shanghai Stock Exchange
38. Which financial instrument helps companies
raise capital abroad without listing locally in
that market?
(A) ADR
B) GDR
(®) Eurobond
D) All of the above
39. International Bond Market consists of:
(A) Foreign Bonds and Eurobonds
(B) ADR and GDR
(®) Only domestic bonds
(D) Only government securities
40. Which of the following best defines
Correspondent Banking?
(A) A bank providing services to
another bank in a foreign country
(B) A bank issuing only Eurobonds
(®) A central bank managing monetary
policy
D) A domestic branch of the same
bank
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41, Transaction exposure arises from: 41,
(A) Changes in accounting policies
(B) Fluctuations in exchange rates
affecting receivables/payables
(®) Political instability
D) Interest rate changes
42. Translation exposure is also known as: 42.
(A) Conversion exposure
(B) Political risk
(®) Operational exposure
D) Strategic exposure
43. Which of the following risks refers to the  43.
impact of exchange rate fluctuations on the
present value of future cash flows?
(A) Transaction risk
(B) Translation risk
(®) Economic risk
D) Interest rate risk
44. Political risk includes: 44.
(A) Changes in government policies
(B) Expropriation of assets
(®) Trade restrictions
(D) All of the above
45, Interest rate risk is primarily related to: 45,
(A) Fluctuations in commodity prices
(B) Changes in lending and borrowing rates
(®) Political instability
D) Currency devaluation
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46. Which of the following is not a type of
international financial exposure?
(A) Transaction exposure
(B) Translation exposure
(®) Credit rating exposure
D) Economic exposure
47. Currency risk is also referred to as:
(A) Foreign exchange risk
(B) Political risk
(®) Inflation risk
(D) Liquidity risk
48. Which of the following tools is commonly
used to manage transaction exposure?
(A) Forward contracts
(B) Export-import restrictions
(9] Political lobbying
(D) Insurance policies
49. Managing translation exposure is mostly
relevant for:
(A) MNCs with no overseas operations
(B) MNCs consolidating foreign
subsidiaries’ financial statements
(®) Domestic firms only
D) Exporters with short-term contracts
50. Which of the following is an example of
economic risk?
(A) Government seizing foreign assets
(B) Unexpected inflation in host country
(9] A fall in demand due to currency
appreciation
(D) All of the above
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51. Political instability in a host country may lead ~ 51.
to:
(A) Expropriation of assets
(B) Changes in taxation policies
(®) Restrictions on profit repatriation
D) All of the above
52. Which type of risk occurs due to mismatch 52,
in asset and liability currencies?
(A) Translation risk
(B) Interest rate risk
(9] Currency risk
D) Transaction risk
53. Hedging is mainly used to: 53.
(A) Eliminate all risks
(B) Minimize or transfer risks
© Increase speculation
(D) Ensure guaranteed profits
54. Which of the following is a tool to manage  54.
interest rate risk?
(A) Interest rate swaps
(B) Forward contracts
(®) Political insurance
D) Trade agreements
95. Which risk refers to losses due to  55.
unfavorable changes in foreign government
laws?
(A) Political risk
(B) Currency risk
(®) Translation risk
D) Transaction risk
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56. When an MNC translates the financial
statements of a subsidiary into parent
company’s reporting currency, it faces:

(A) Transaction exposure
(B) Translation exposure
(®) Economic exposure

(D) Political exposure

of. Which of the following is an example of
transaction exposure?

(A) Exporter receives payment after 90
days in foreign currency

(B) Revaluation of foreign subsidiary
assets

(@) Long-term change in competitive
position due to exchange rates

(D) Restriction on dividend repatriation

58. Economic exposure is also called:

(A) Transaction exposure

(B) Operating exposure

(®) Translation exposure

D) Accounting exposure

59. Which of the following risks is most relevant
for bond holders?

(A) Political risk
(B) Translation risk
(®) Interest rate risk
D) Transaction risk

60. The most comprehensive type of
international risk that can affect the long-term
value of a firm is:

(A) Transaction risk
(B) Translation risk
(@) Economic risk
(D) Interest rate risk
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61. The foreign exchange market is primarily ~ 61.
concerned with:
(A) Trading of stocks
(B) Trading of currencies
(®) Trading of bonds
D) Trading of derivatives only
62. Which of the following is the largest financial ~ 62.
market in the world?
(A) Stock market
(B) Bond market
(®) Foreign exchange market
(D) Commaodity market
63. The main participants in the forex marketare:  63.
(A) Central banks
(B) Commercial banks
(®) Corporations and investors
(D) All of the above
64. Spot market transactions are settled within:  64.
(A) Same day
(B) 2 business days
(®) 7 business days
(D) 30 days
65. Forward contracts in forex are used to: 65.
(A) Speculate on commodity prices
(B) Hedge against future currency
fluctuations
(®) Trade only in domestic markets
D) Avoid international business
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66. Which of the following best defines an
exchange rate?

(A) The price of one currency in terms
of another

(B) Interest earned on foreign deposits

(®) Tax imposed on imports

(D) Inflation rate of a country

67. The difference between the buying rate and
the selling rate of a currency is called:

(A) Arbitrage

(B) Spread

(9] Margin

D) Premium

68. Cross rate refers to:

(A) Exchange rate between two
currencies calculated through a third
currency

(B) Official exchange rate fixed by
government

(®) Forward rate only

D) Rate determined in futures contracts

69. The Bid-Ask spread arises due to:

(A) Government intervention

(B) Difference between buying and
selling quotations

(®) Interest rate differentials

(D) Inflation

70. Which market determines exchange rates
for immediate delivery?

(A) Forward market

(B) Spot market

(®) Futures market

D) Options market
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71. Which type of forex transaction involves an ~ 71.
agreement today for currency delivery at a
future date?
(A) Spot transaction
(B) Forward transaction
(®) Futures transaction
(D) Swap transaction
72. The structure of the forex market is best ~ 72.
described as:
(A) Centralized and location-specific
(B) Decentralized and over-thecounter
(OTC)
(®) Fully government regulated
(D) Limited to stock exchanges
73. Exchange rate quotations can be expressed ~ 73.
as:
(A) Direct quotation
(B) Indirect quotation
(@) Both a and b
(D) Neither a nor b
74. In a direct quotation, the exchange rate  74.
shows:
(A) Units of foreign currency per unit of
domestic currency
(B) Units of domestic currency per unit
of foreign currency
(®) Gold equivalent per currency unit
D) Purchasing power parity rate
75. Exchange rate behaviour is influenced by:  75.
(A) Inflation rates
(B) Interest rates
(®) Political stability
D) All of the above
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76. If 1 USD =80 INR and 1 USD = 0.9 EUR,
then the INR/EUR cross rate is:
(A) 72
(B) 88.9
(9] 80
(D) 0.011
7. Settlement dates in forex transactions are
important to determine:
(A) Value date of the contract
(B) Tax obligations
(®) Legal jurisdiction
(D) Political risk
78. Forward exchange rates are primarily used
to:
(A) Increase speculation
(B) Hedge against currency risk
(®) Determine inflation rates
(D) Control government reserves
79. Which of the following is a function of the
forex market?
(A) Facilitating international trade and
investment
(B) Providing credit to importers/
exporters
(®) Hedging against currency risk
(D) All of the above
80. The difference between the spot rate and
the forward rate is called:
(A) Forward premium or discount
(B) Bid-ask spread
(9] Arbitrage margin
(D) Interest spread
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81. Cross-border investment refers to:
(A) Investments made only in domestic
markets
(B) Investments made in foreign assets
or businesses
(®) Government subsidies to local firms
(D) Taxation of imports
82. Greenfield investment means:
(A) Mergers and acquisitions abroad
(B) Establishing a new subsidiary or
facility in a foreign country
(9] Buying government securities
D) Only portfolio investment
83. International Mergers & Acquisitions (M&A)
involve:
(A) Only domestic companies merging
(B) One company acquiring/merging
with a foreign company
(®) Only government-owned companies
(D) Short-term foreign investments
84. Which of the following is an example of
cross-border portfolio investment?
(A) Setting up a new plant abroad
(B) Acquiring a foreign company
(®) Buying foreign shares and bonds
D) Opening arepresentative office abroad
85. A major advantage of Greenfield investment is:
(A) Quick access to existing market
share
(B) Full control and customization of
operations
(®) Reduced cost due to acquisition
D) Zero political risk
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86. Which of the following is a disadvantage of
cross-border M&A?
(A) Cultural differences
(B) Integration challenges
(®) High acquisition cost
(D) All of the above
87. Repatriation of returns refers to:
(A) Sending profits or dividends earned
abroad back to the home country
(B) Investing in government bonds
(®) Hedging against foreign exchange
risks
D) Domestic currency appreciation
88. International diversification helps investors
by:
(A) Increasing concentration of risk
(B) Reducing overall portfolio risk
(9] Eliminating inflation risk
(D) Avoiding taxation
89. Which of the following is not a type of cross-
border investment decision?
(A) Greenfield investment
(B) International M&A
(®) Repatriation of profits
(D) Domestic bank deposit
90. Which of the following is a challenge in
repatriation of returns?
(A) Exchange rate controls
(B) Restrictions by host country
government
(®) Double taxation
(D) All of the above
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91.  Portfolio investment is considered: 1.
(A) Direct control over foreign
businesses
(B) Short- or medium-term financial
investment without control
(®) Long-term strategic decision
D) Only related to government
securities
92. Cross-border investments are motivated by: 92
(A) Market expansion
(B) Access to resources
(®) Risk diversification
D) All of the above
93. Which of the following is a key risk in 93,
international portfolio investment?
(A) Exchange rate risk
(B) Political risk
(®) Market volatility abroad
(D) All of the above
94. In international business, which investment o4,
method allows the fastest market entry?
(A) Greenfield investment
(B) Mergers and Acquisitions
(®) Portfolio investment
D) Exporting
95. A company setting up a new manufacturing 95
unit in Vietnam is an example of:
(A) Greenfield investment
(B) Portfolio investment
(®) Repatriation of profits
(D) International merger
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96. The strategy of investing across multiple
countries to minimize risks is called:
(A) Horizontal integration
(B) International diversification
(®) Vertical integration
(D) Arbitrage
97. Which of the following is an example of
vertical international M&A?
(A) Indian car company acquiring
German steel supplier
(B) US software company acquiring
Indian IT company in the same sector
(®) British bank acquiring a US bank
(D) Chinese investor buying US
government bonds
98. Which international investment decision
requires the highest initial capital outlay?
(A) Portfolio investment
B) Greenfield investment
(®) ADR/GDR purchase
D) Short-term deposits abroad
99. Which factor encourages crossborder M&A?
(A) Access to established market base
(B) Quick entry into foreign markets
(®) Access to foreign technology and talent
(D) All of the above
100.  The biggest challenge for international
diversification is:
(A) Availability of foreign exchange
(B) Managing multiple regulations,
currencies, and risks
(®) Lower return compared to domestic
investments
(D) Limited choice of securities
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