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Course Description:

When a domestic firm expands its business to overseas, it is rewarded with the potential opportunities to
expand its business. At the same time, the firm is also exposed to additional risks. This course introduces
students to additional economic and financial challenges faced by multinational corporations.
Specifically, this course exposes the students to:

* Foreign Exchange Market. Function and structure of the Spot and Forward markets are
discussed.

* Currency Futures and Options Markets. Function and structure of the Foreign Exchange Futures
and Options markets are introduced.

* Fundamental International Parity Relationships. The relationship between the purchasing power

parity and the exchange rate is introduced. In addition, the relationship between interest rate
parity and the exchange rate is also introduced.

* International Portfolio Investment.

* Foreign Exchange Risk Management. Introduces different techniques developed to manage
foreign exchange risk.

* Capital budgeting for Multinational Corporation.

Office Hours: Thursday: 3:00 - 6:00 PM; and

By appointment

Text: International Financial Management (4™ Edition) by Eun and Resnick. It is published by
McGraw-Hill and its ISBN is 0-07-299686-2.



Grading: Futures project (group) 60 points

Hedging case (group) 60 points
Mini cases (3; individual) 30 points
Final 150 points

Note: Mini cases, futures project and hedging case are due at the beginning of the due date. No late
assignments will be accepted.

Grade distribution:

93 and Above A 78 and 79 C+
90 to 92 A- 73t0 77 C
88 and 89 B+ 70to 72 C-
8310 87 B 60 to 69 D
80 to 82 B- Below 60 F




Schedule for Fall 2008

Date Chapter(s) Topics
1 Globalization and the Multinational Firm
8/28 5 The Market for Foreign Exchange
5 The Market for Foreign Exchange
9/4 and 9/11 7 Futures and Options on Foreign Exchange
9/18 and 9/25 5 International Parle Relationships and Forecasting
Foreign Exchange Rates
10/2 and 10/9 8 Management of Transaction Exposure
10/16 8 Management of Transaction Exposure
18 International Capital Budgeting
10/23 15_3 International Capital Budgeting
Review
10/30 Final: Open book Covers chapters:




Homework Assignments

Chapter Problems
5 1,2, 5,6and 10
(Problem 10: use the average of bid and ask prices)
6 1,2,3and 7
7 1,2,4and 8
8 1,2,3and 6
Mini Cases
Chapter Mini Case (Handout) Due Date
7 Mercer Inc. (currency derivatives and hedging) 9/18/2008
6 Zuber Inc. (IRP) 10/2/2008
6 Forecasting FX based on PPP 10/9/2008
Case and Project
Chapter Case Due Date
7 Currency Futures Project 10/2/2008
8 Hedging case (to be assigned) 10/23/2008




