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1. Which of the following international payment methods provides the exporter with the strongest reduction of post shipment risk?


 a.
Consignment 


 b.
Letter of credit 


 c.
Draft 


 d.
Cash in advance
2.
An exporter shipping goods to a nation that may impose currency controls will seek an L/C that is


 a.
revocable if the exporter has many subsidiaries


 b.
irrevocable and confirmed by a second reputable bank

 c.
documentary and includes marine insurance


 d.
irrevocable and confirmed by any bank

3.
Which of the following L/Cs is used most often by export trading companies?


 a.
irrevocable L/C


 b.
revocable, confirmed L/C

c.
irrevocable, confirmed L/C

d. transferable L/C
4.
An exporter manufacturing a specialized piece of equipment can reduce the pre-shipment  risk that the customer will cancel the contract by obtaining  _________ financing.


 a.
letter of credit

 b.
open account


 c.
bill of lading

d.
consignment 

5.  
Which of the following payment methods provides the exporter with the weakest protection against commercial risk?

a. 
cash in advance.

b. 
letter of credit

c. 
draft

d. 
open account
6. 
Which of the following payment methods provides both parties with the strongest measure of risk mitigation for commercial and political exposure?

a. 
cash in advance

b. 
any irrevocable letter of credit

c. 
draft

d. 
confirmed irrevocable letter of credit
7. 
Which of the following is NOT an advantage to the exporter with letter of credit

financing?

a. 
elimination of credit risk if the opening bank has unquestionable financial standing.

b. 
reduces the danger that payment will be delayed due to exchange rate controls.

c. 
payment to the exporter occurs only in compliance with the L/C's stipulated conditions.
d. 
the letter of credit may serve as collateral for the exporter to obtain additional funds.

8.  
Which of the following is NOT an advantage to the importer using letter of credit financing?

a. 
the required documents are carefully inspected by the opening bank. 

b.  
the L/C is almost as good as cash in advance to the buyer. 

c.  
 the importer is more certain of shipment by the exporter.

d.  
 it is very inexpensive for the importer  to open.


9.  
What is a confirmed letter of credit?

a. 
a method of payment which replaces the opening bank.

b. 
a process by which the importer may legally default on payment.

c. 
a method of payment which adds the guarantee of payment by a second bank to a letter of credit.
d. 
an arbitration process when the exporter and importer disagree on delivery terms.

10.
 In a floating exchange-rate currency, which of the following is NOT correct:

a. 
exchange rates are set primarily by market forces of supply and demand

b. 
a depreciation occurs if it loses value against another currency

c. 
an appreciation occurs if it gains value against another currency

d. 
central bank attempts to manipulate rates are always successful
11.  

The overwhelming majority of foreign exchange transactions in the global currency markets involve  _________ buying and selling foreign exchange.

a. 
speculators 


b. 
importers and exporters 



c. 
banks 


d. 
governments

12. 
The primary  purpose of the currency market is to

a. 
facilitate the sale of derivative securities

b.
expedite the clearing functions of international banks

c. 
facilitate the transfer of purchasing power denominated in one currency to another
d. 
offer various methods of hedging exchange rate risk
13.
 If Americans purchase many German automobiles,


a.  
the supply of dollars in the New York currency market rises.


b.  
the U.S. trade deficit decreases.


c.  
the demand for marks in the New York currency market rises.

d.  
the money supply in Germany will increase.
14. 
Suppose that the French franc devalues by 35% against the U.S. dollar. By how



much will the dollar appreciate against the franc?


a.   
67%



b.    
54%

c.    
32%



d.   
28%
15. 
The more liquid the foreign exchange market, the ‑‑‑‑ the bid‑ask

     

spread for exchange rates.

a. 
wider



b. 
narrower
c. 
more irrelevant

d.
 none of the above
16. 
If the Argentine peso is quoted as US$1.045/peso, what is the direct quote in Buenos Aires?

a.
 .9756 peso/US$

b.
 .9862 peso/US$

c. 
 .9569 peso/US$
d.
 $1.6587/peso
17. 
With respect to exchange rate quotations, the direct quote in New York City

     
refers to the

a. number of U.S. dollars per unit of foreign currency 

b. number of foreign‑currency units per U.S. dollar 

c. electronics quotation system found in the U.S. 

d. bid‑ask spread on the U.S. dollar
18. 
If $.45/DM and FF2.703/DM, what is the $/FF exchange rate?

a.  
$.1085

b. 
$.1295

c. 
$.1665
d. 
$.9459
19. 
Suppose the direct quote for sterling is 1.3113‑9. Then the direct quote for

      
dollars in London is

a.
 .7110‑5

b.
 .7623-6
c.
 .7625‑8

d.
 1.3440‑5
20.   
The world’s largest currency trading market is located in the city of 

a. New York

b. Frankfurt

c. London
d. Tokyo
21. 
Suppose the quote is DM 2.9865-92.  Then the percent spread is _____.

a. 2.31%

b. .97%

c. .62%

d. .09%
22.
Under FOB INCOTERMS, the __________ is responsible to pay the ocean freight charges.

a. exporter

b. importer
c. customs agents

d. inspection service company

23.
If the projected inflation rate now in the U.S. is 10% for  the next year and the current spot rate is $.40/DM, what would the projected inflation rate in Germany be now if the future spot rate is $.4231/DM? 

a. 4.9%

b. 3.9%
c. 2%

d. 10.5%

24.
If the FF/$ spot rate is FF5/$ and the current interest rate in Paris is 6%, what would the current interest rate in New York be if one year from now the future spot is FF4.73/$?

a.
12.1%
b. 10%

c. 8%

d. 5%

25. What is the Swiss franc exchange rate on the spot market if the 6 month forward rate is $.69?  The annual interest rate in Switzerland is 2% and 6% in the U.S.

a. $.66

b. $.67

c. $.68
d. $.70
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