Chapter Contents Page No

1 THE WORLD OF INTERNATIONAL FINANCE 1
1.1. What is Uniquely International in Finance? 1
1.2. The Benefits of Studying International Finance 1
1.3. Role of the International Financial Manager 3
1.4. Economic Framework of International Financial 3
Management
1.5. History of International Finance 5
2 INTERNATIONAL MONEY MARKET 9
2.1. Introduction to International Money Market 9
2.2. Components of Money Market 9
2.3. Money Market and Capital Market 10
2.4. London Money Market 10
2.5. The New York Money Market (NYM) 12
2.6. Instruments of Money Market 13
3 INTERNATIONAL CAPITAL MARKETS 17
3.1. General Source of Funds 17
3.2. The Instruments of Capital Market 17
3.3. International Bond Market (IBM) 20
3.4. Bond Issue Drill 22
4 EURO CURRENCY MARKET 25
4.1. Introduction to Euro Currency Markets 25
4.2. Factors Favoring Growth of the Market 25
4.3. Special Features of the Market 27
4.4. Interest Rate in Eurocurrency Markets 28
4.5. Eurocredits 30
4.6. Syndication of Loans 31
4.7. Eurobonds 33
4.8. Types of Bonds 34

4.9. Eurocurrency Deposits 37



4.10.Euronotes

4.11.0ffshore Banking

4.12.Participation of the Indian Banks

4.13.0ffshore Banking Center in India
INTERNATIONAL FINANCIAL ENVIRONMENT

5.1. International Financial Innovations

5.2. Balance of Payments

5.3. Theories of Foreign Exchange Rate

5.4. Recent Changes in Global Financial Markets
DERIVATIVES

6.1. Introduction to Derivatives

6.2. Kinds of Financial Derivatives
DIFFERENT WAYS OF SETTLING FOREIGN OPERATIONS

7.1. Introduction

7.2. Currency of Invoicing

7.3. Different Ways of Settlement
INTERNATIONAL INVESTMENT CONCEPTS

8.1. Foreign Investment

8.2. Foreign Collaboration

8.3. Theories of International Trade

8.4. Foreign Capital Budgeting Decisions

8.5. Cost of Capital

8.6. Financial Structure of Multinational Group

8.7. International Tax Management

8.8. Consolidation of Financial Statements
INSTITUTIONAL SETUP FOR BANKING

9.1. Multinational Banking (Concept, Evolution

Importance)
9.2. International Liquidity
9.3. IMF and International Liquidity
9.4. World Bank

And

38
40
41
41
43
43
53
66
77
81
81
82
106
106
106
107
115
115
124
128
133
142
153
156
173
179
179

183
191
194



10

11

12

9.5. International Development Association (IDA)

9.6. International Finance Corporation (IFC)

FOREIGN EXCHANGE MANAGEMENT

10.1.Introduction to Foreign Exchange

10.2.Administration of Foreign Exchange

10.3.Exchange Rates and the Factors Influencing them Fixed

and Floating Exchange Rates
10.4.Exchange Control Regulations in India
10.5.International Exchange Systems
10.6.Foreign Exchange Markets
10.7.Foreign Exchange Risk

10.8.India’s Role in Foreign Exchange Reserve and Its Utility

10.9.Role of India in Managing Foreign Exchange Reserve

FINANCING OF INTERNATIONAL PROJECTS AND FOREIGN
SUBSIDIARIES

11.1.Introduction

11.2.Different Types of Project Financing
11.3.Participants in International Project Financing
11.4.Importance of International Project Financing
11.5.Risks Associated with International Projects
11.6.Financing Resources of Subsidiaries of Multinationals
11.7.External Local Resources of Financing

11.8.Internal Financing by the Group

11.9.Conclusion

MACROECONOMIC POLICY IN THE OPEN ECONOMY

12.1.Internal and External Macroeconomic Equilibrium
12.2.Monetary Policy Under Fixed Exchange Rates
12.3.Fiscal Policy Under Fixed Exchange Rates
12.4.Monetary Policy Under Floating Exchange Rates
12.5.Fiscal Policy Under Floating Exchange Rates

12.6.The New Open - Economy Macroeconomics

203
206
208
208
214
217

223
233
234
240
248
256
259

259
259
260
261
262
264
266
268
269
270
270
274
275
276
277
277



12.7.International Policy Co-Ordination
12.8.The Open-Economy Multiplier
13 FINANCING EXPORTS AND IMPORTS
13.1.Pre Shipment Finance or Packing Credit
13.2.Pre-Shipment Credit in Foreign Exchange (PCFC)
13.3.Advance Against Duty Drawback
13.4.Post Shipment Finance
13.5.Exim Bank of India

13.6.Export Credit Guarantee Corporation of India Limited

(ECGQ)
13.7.Import Trade Finance
13.8.Import Finance for Foreign Lines of Credit
14 FINANCIAL MANAGEMENT OF THE MULTINATIONAL FIRM
14.1.Financial Control of a Multinational Corporation (MNC)
14.2.Cash Management
14.3.Intrafirm Transfers

14.4.Capital Budgeting

278
280
283
283
289
290
293
297
299

301
304
306
306
308
312
314



