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	1. Title of Subject


	International Finance

	2. Subject Code


	BBF3284

	3. Status of Subject


	Major

	4. Stage


	Degree

	5. Version 


	Date of Previous Version : May 2000

Date of Current Version : October 2005



	6. Credit Hour

LAN’s Credit Hours Equivalent



	3



	
	3 

42 hours lectures (3 hours per week x 14 weeks)



	7. Pre-Requisite


	BBF1014 Financial Management I

	8. Teaching Staff

  
	MA Raquib, MBA Accounting & Management (Indiana University of Pennsylvania, USA, M. COM (First Class) Finance, University of Dhaka, Bangladesh 



	9. Semester


	Third (Delta) Year, Trimester 3

	10. Objective of Subject


	This course is designed to enhance students’ knowledge on decision making in an international context. This course will give students an analytical technique to help translate the often-vague rules of thumb used by international financial executives into specific decision criteria. With this course, students would be able to explore the important issues of International Finance and analyse the effects on financial transaction in foreign exchanges, interest rates and the multinational investment climate. Upon completing this course, students will be able to understand:

· The operation and management of Multinational corporations.

· The mechanism in which currency works.

· The workflow of the International Monetary System and a country Balance of Payments.

· The financing and exposure of foreign trades and investment.

· The risks involved in international finance and trades.



	11. Learning Outcome 

      of Subject


	At the end of the course, students will be able to make a financial business transaction between countries using the available exchange rate mechanism of the financial world and also able to protect the business from exchange rate risk through hedging practices.



	
	Programme Outcomes
	% of

Contribution

	
	· Acquisition of technical competence in specialised areas of banking and finance.
	60%



	
	· Ability to work independently as well as with others in a team.
	20%



	
	· Ability to be a multi-skilled finance executives
	20%



	12.  Assessment Scheme
	Tutorial / Assignment
	· Group assignment 


	30%



	
	Test / Quiz
	· Written exam


	20%

	
	Final Exam
	· Written exam
	50%



	13. Details of subject
	Topics Covered


	Hours

	
	Introduction: Multinational enterprise and multinational financial management.
· The rise of the multinational corporation.

· The process of overseas expansion.

· Multinational financial management: theory and practice.

The Determination of Exchange Rates  

· Setting the equilibrium spot exchange rate.

· Fundamentals of central bank intervention.

· Expectations and the asset-market model of exchange rates.


	3

	
	The International Monetary System  

· Alternative exchange rate systems

· Brief history of the International Monetary System.

· The European Monetary System.


	3

	
	The Balance of Payments and International Economic Linkages

· Balance of payments categories.

· The international flow of goods, services and capital.

· Coping with Current-Account deficit.


	3

	
	The Foreign Exchange Market

· Organization of the foreign exchange market.

· The Spot and Forward market.

· Interest rate parity theory.

Currency Futures and Options Market

· Futures contracts.

· Currency options.


	3

	
	Parity Conditions in International Finance and Currency Forecasting

· Arbitrage and the law of one price.

· Purchasing power parity.

· The Fisher Effect.

· The relationship between forward rate and the future spot rate.

· Currency Forecasting.


	3

	
	Measuring Accounting Exposure

· Alternative measures of foreign exchange exposure.

· Alternative currency translation methods.


	3

	
	Managing Accounting Exposure

· Managing transaction exposure.

· Managing translation exposure.

· Designing a hedging strategy.

Measuring and Managing Economic Exposure

· Foreign exchange risk and economic exposure.

· Identifying Economic exposure.

· Calculating economic exposure.

· Managing operating exposure.


	3

	
	Financing Foreign Trade

· Payment terms in international trade.

· Documents in international trade.

· Finnacing techniques in international trade.

· Countertrade.


	3

	
	Current Asset Management and Short-term Financing

· International cash management.

· Accounts receivable management.

· Inventory management.

· Short-term financing.


	3

	
	Managing the Multinational Financial System.

· The value of the multinational financial system.

· Intercompany fund-flow mechanisms: costs and benefits.

· Designing a global remittance policy.

International Financing and International Financial Market

· Corporate sources and uses of funds.

· National capital markets as international financial centers.

· Interest rate and currency swaps.

· Devlopment banks.


	3

	
	International Banking Trends and Strategies

· Organizational forms and strategies in bank expansion overseas.

· Value creation in international banking.

· Country risk analysis in international banking.

The Cost of Capital for Foreign Investments.

· The cost of equity capital.

· The weighted average cost of capital for foreign projects.

· Discount rates for foreign investments

· Establishing a worldwide capital structure.


	3

	
	International Portfolio Investment

· The benefits of international equity investing
· International bond investing
· Optimal international asset allocation
· Measuring the total return from foreign portfolio investing
· Measuring exchange risk on foreign securities.
Corporate Strategy and Foreign Direct Investment

· The startegy of multinational enterprise.

· Designing a global expansion strategy.

	3

	
	Capital Budgeting for the Multinational Corporation

· Basics of capital budgeting.
· Issues in foreign investment analysis.
· Political risk analysis.
· Growth options and project evaluation. 

	3

	
	The Measurement and Management of Political Risk

· Measuring political risk.
· Country risk analysis.
· Managing political risk.

	3

	14. Teaching and        

      Learning Activities   
	This subject will be delivered using the following means:
· Lecture Hours = 42 hours

              Total Contact Hours = 42



	15. Reading Materials
	Text Book


	Alan C. Shapiro, Foundations of Multinational Financial Management, 5ed. (2005) John Wiley and Sons, USA.



	
	References


	Mark Eaker, Frank Fabozzi, Dwight M. Grant, International Corporate Finance, (1996) Dryden Press, Harcourt Brace College Publishers, Orlando, USA




PAGE  
4
Borang ini diisi berasaskan buku “Garis Panduan Prosedur Dan Proses Mendapatkan Kelulusan, Standard Minimum Dan Perakuan Akreditasi Kursus Pengajian IPTS”, buku “Garis Panduan Standard Dan Kriteria Kursus Pengajian IPTS” dan buku “Bimbingan Menyediakan Dokumen Memohon Kelulusan Dan Perakuan Akreditasi Kursus Pengajian IPTS”


