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INSTRUCTION:  
This section consists of TWO (2) essay questions. Answer ALL questions 
 
ARAHAN: 
Bahagian ini mengandungi DUA (2) soalan esei. Jawab SEMUA soalan . 

 

QUESTION 1 
  
          
( a ) Audrey is currently in Sydney, Australia. She saw these following quote at the 

Commonwealth Bank. Help Audrey to understand the quote. Suppose that Australia is 
the home country.  

  
        AUD 1.4462/ EUR 
  CAD 0.9812/ AUD 
  

(i) Determine whether the above quotes are direct or indirect quotes.  
 

            [2 marks] 
 

(ii) Explain the definition of direct and indirect quote.   [5 marks] 
            
 
 (iii)    Calculate the indirect quotes to direct quotes.   [4 marks] 
 

(iii) Calculate the direct quotes to indirect quotes.   [4 marks] 
 
 
 
 
(b) The foreign exchange market contains various financial products that allow firms and 

individuals to manage risks more effectively as well as invest. There are four major 
foreign exchange markets which are the spot market, forward   market, options and 
futures.  Interpret the followings : 

 
 
(i) The future market 

(ii) Option market 

(iii) Spot market 

(iv) The future market 

  
           [10 marks] 
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QUESTION 2 

(a) (i) As an international trader, you will actively engage in doing payment to      
International partners or suppliers. Identify the five methods of payment in 
international trade.  

[5 marks] 

(ii) Illustrate the process of transaction for Letter of Credit by using appropriate

 diagrams. [10 marks] 

(b) Firms that operate in multinational business are identified to face three (3)
types of risk exposures in the international environment. Summarize these
exposures.

[10 marks] 
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END OF QUESTIONS 
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