The following questions are worth 3 points each.  Provide the single best response.
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1.	Which of the following are reasons why companies move into international operations?
	a.
	To take advantage of lower production costs in regions of inexpensive labor.

	b.
	To develop new markets for their finished products.

	c.
	To better serve their primary customers.

	d.
	Because important raw materials are located abroad.

	e.
	All of the statements above are correct.




	2.	Multinational financial management requires that
	a.
	The effects of changing currency values be included in financial analyses.

	b.
	Legal and economic differences be considered in financial decisions.

	c.
	Political risk be excluded from multinational corporate financial analyses.

	d.
	Statements a and b are correct.

	e.
	All of the statements above are correct.




	3.	If one Swiss franc can purchase $0.71 U.S. dollar, how many Swiss francs can one U.S. dollar buy?
	a.
	0.71

	b.
	1.41

	c.
	1.00

	d.
	2.81

	e.
	0.50




	4.	Currently, in the spot market $1 = 106.45 Japanese yen, 1 Japanese yen = 0.00966 euro, and 1 euro = 9.0606 Mexican pesos. What is the exchange rate between the U.S. dollar and the Mexican peso?
	a.
	$1.00 = 2,222 Mexican pesos

	b.
	$1.00 = 9.3171 Mexican pesos

	c.
	$1.00 = 0.0556 Mexican peso

	d.
	$1.00 = 0.1073 Mexican peso

	e.
	$1.00 = 152.6 Mexican pesos




	5.	A textbook sells for $75 in the U.S. market. Exchange rates are such that 1 British pound (£) equals $1.58 U.S. dollars. Assume that purchasing power parity holds, what should the textbook sell for in Britain?
	a.
	£  47.47

	b.
	£  75.00

	c.
	£118.50

	d.
	$  47.47 U.S.

	e.
	£  61.24




	6.	In the spot market, 1 U.S. dollar equals 1.035 euros. 6-month German securities have an annualized return of 6 percent (and therefore have a 6-month periodic return equal to 3 percent). 6-month U.S. securities have an annualized return of 6.5 percent and a periodic return of 3.25 percent. If interest rate parity holds, what is the dollar to euro exchange rate in the 180-day forward market?
	a.
	$1 U.S. = 0.9685 euro

	b.
	$1 U.S. = 0.9593 euro

	c.
	$1 U.S. = 1.0000 euro

	d.
	$1 U.S. = 1.0325 euros

	e.
	$1 U.S. = 1.0475 euros



