


1.
Under FASB #52, foreign exchange gains and losses 


a.
flow into a special reserve account on the balance sheet

b.
are usually determined according to the current rate method


c.
are overlooked from hyper-inflated economies

d. flow directly into the income statement

2.
Translation risk reflects the exposure of a company's


a.
local operations to currency movements


b.
foreign sales to currency movements


c.
financial statements to interest rate movements


d.
consolidation of subsidiary financial statements to parent currency
3.
The reporting currency of a Colombian manufacturing subsidiary selling exclusively to the parent 


 a.
depends on where it sources its raw materials


 b.
depends on where it sells the completed product


 c.
will be the Colombian peso

d. will be the parent currency
4.
The most important aspect of the FASB‑52 is that, unlike FASB‑8

a.
it is consistent with generally accepted accounting practice that requires balance‑sheet items to be valued according to their underlying measurement basis

b.
it disallows all reserves for currency losses

c.
most translation gains and losses accumulate on the headquarters’ balance sheet
d.
most translation gains and losses bypass the income statement and are accumulated in a separate equity account on the subsidiary's balance sheet

5.
A basic hedging strategy involves

a.
reducing appreciating currency assets and depreciating currency liabilities

b.
increasing appreciating currency liabilities and depreciating currency assets

c. reducing depreciating currency assets and appreciating currency liabilities

d. converting depreciating currencies to appreciating currencies and lending appreciating currencies

6.
In a total risk-shifting strategy, the exporter would __________ the foreign-exchange risk with (to) the importer.


a.
share

b.
not share

c.
eliminate

d.
increase

7.
_______ exposure arises because currency fluctuations can alter a company’s ________ revenues and expenses.

a.
Transaction, future

b.
Operating, future
c.
Political, past

d.
Translation, potential

8.
With respect to the management of a local (LC) depreciation, the key issue for a foreign firm is its degree of ____.

a.
local market share

b.
product differentiation

c.
foreign ownership of the local subsidiary

d.
pricing flexibility
9.
When selling into a foreign market hit with depreciating currency, the foreign seller faces a situation where the  _______ the price elasticity of demand, the _____ the incentive to hold down price and thereby expand sales.

a.
lower, greater

b.
lower, lower

c.
greater, lower

d.
greater, greater
10.
A weak dollar will ____________ in foreign markets.

a.
force American exporters to raise their foreign currency prices

b. enable American importers to reduce their dollar costs


c.
enable American exporters to improve their market share
d.
cost American exporters market share 

11.
On March 1, Bechtel submits a euro-denominated bid on a project in France with a 10% advance if they win the bid.  Bechtel will not learn until June 1 whether it has won the contract.  Which one of the following is the most appropriate way for Bechtel to manage the exchange rate risk?


a.
sell the euro amount of the advanced amount forward for U.S. dollars


b.
buy euros forward in the amount of the contract


c.
buy a put option on euros in the amount of the euro exposure

d.
sell a call option for euros in the amount of the euro exposure

12.
The most probable form of corporate security used for financing by firms 

in the U.S. is

a.
term loans

b.
bank line of credit

c.
the corporate bond
d.
all of the above

13.
Eurodollar deposits represent the liabilities of


a.
the World Bank


b.
the Organization of Petroleum Exporting Countries (OPEC).


c.
banks especially in London who hold dollars in their accounts

d.
the British government

14.
The World Bank group includes all of the following EXCEPT the


a.
Asia Development Bank

b.
International Bank for Reconstruction and Development


c.
International Development Association


d.
International Finance Corporation

15.  
Which of the following would NOT be a prerequisite for a city to be a global financial center?


a.  
political stability


b.
extensive Eurocurrency markets

c.
minimal government intervention


d.
well-established legal infrastructure

16.
The interest rate spread is _________ in Eurocurrency markets than in domestic markets.


a.
wider


b.
narrower

c.
more volatile


d.
more regulated by governments

17.
The interest rate charged in eurocurrency loans is known as a _____.

a. Prime rate in the U.S.

b. Discount rate to the Federal Reserve

c.
Rate that is usually lower than the local in-country rate

d.
Federal funds rate

18.
Depositors prefer the eurocurrency markets because

a. interest paid is usually higher than the home rates

b. their deposits may be withdrawn as cash easily

c. they  do not have to disclose the interest earned on their income tax

d. the rate of interest is always locked in until they withdraw their funds

19.
In the CEJ corporate governance model such as the keiretsu, corporate decision making is heavily influenced by 

a.
close personal relationships between corporate leaders who sit on each others boards of directors
b.
institutional investors such as pension funds, universities, and other non-profit companies

c.
equity financing

d.
boosting the return on capital employed

20.
Thomas Friedman refers to the Golden Straitjacket as the defining political-economic garment of globalization.  The economic system he is referring to is known as _______.

a. democratic socialism

b. free-market communism

c. free-market theocracy

d. free-market capitalism

21. 
When a country puts on the Golden Straitjacket, two things tend to happen:

a. the economy grows and politics expand

b. the economy shrinks and politics expand

c. the economy grows and politics shrinks

d. the economy stagnates and politics disappears

22.
Which of the following is NOT a characteristic of the Golden Straitjacket?

a. making the private sector the primary engine of economic growth

b. raising tariffs on imported goods

c. privatizing state-owned industries

d. deregulating the economy to promote as much domestic competition as possible

23.
The “long-horn cattle” refers to the 


a.
commercial banks of the world


b.
members of the World Bank


c.
the multinational corporations

d.
the currency traders 

24.
According to Friedman’s research the primary source of capital for growth in the world’s economy at present is supplied by the

a. public sectors in the West

b. United States government

c. U.S. multinationals

d.
electronic herd
25.
Huntington believes Islam and the West have had a long history of stormy relations due to


a.
climatic influences


b.
similarities in the two religions of the civilizations

c.
the invasion by Islam of Chinese warlords


d.
the rise of the Protestant Reformation in Europe
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