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Course Objectives

This course seeks to provide an understanding of financial management in an international setting.   At the outset we study the macro-environment in which the multinational firm operates.  This encompasses an understanding of 

· The forces of globalization and its implications for the multinational firm

· The operation of the international financial system, it’s current state, challenges for the future

· Determination of exchange rates, and their relationship with interest rates and inflation

· Consequences of misalignment of exchange rates, the origins of financial crises

The second part of the course addresses foreign exchange risk management challenges faced by firms operating in an international setting.  Specifically, we examine 

· Different types of foreign exchange exposure faced by the MNC

· Identification and measurement of these risks

· Management of foreign exchange risk via initiatives on, as well as off the balance sheet.   The use of derivative instruments will be considered in detail

The third part of the course addresses financing issues and options faced by multinational firms

· The structure of international financial markets and institutions, the range of instruments traded therein, 

· Innovations in international financing, the forces leading to these innovations, the role they play, the mechanisms facilitating trade in financial assets across national boundaries

· An assessment of the structure and efficiency of these markets in Singapore vis a vis similar markets in other industrialized economies

The concluding section hones down onto the multinational firm – the basic unit of analysis.  We examine how   

· Financial management decision of multinational firms differ from those operating entirely within the national domain, the specific challenges imposed by multinational operations

· Specific challenges faced by firms in emerging market economies.  

Prerequisites

Knowledge of basic economic theory (macroeconomics and microeconomics), finance (students should have taken the introductory finance and economics courses), algebra, and statistics, and a disposition to keep oneself informed of current developments in the area of economics and finance.  It is highly recommended students reacquaint themselves with the principles of microeconomics and macroeconomics, as well as basic corporate finance.  

Recommended Text

“Fundamentals of Multinational Finance”, Michael H. Moffett, Arthur I. Stonehill , David K Eiteman,  2003,  Addison-Wesley Longman

Reference Texts

 “Multinational Financial Management”, Alan C Shapiro, 7th Edition.  John Wiley & Sons.

“Global Financial Markets”, Ian Giddy, Heath.

“International Financial Markets: Prices & Policies”, Richard Levich.  McGraw-Hill.

“International Financial Management”, Cheol S. Eun and Bruce G. Resnick, 1998.  McGraw Hill

Assessment Methods
 

The entire grade for this course is based on continuous assessment.  The assessment will draw upon a series of short case studies, Mid-term and Final tests.  

Case analyses / presentations


:
40%

Mid-Term




:
30%

Finals





:
30%

Course syllabus and schedule (tentative)

	Week 
	Topic
	Reading

	1
	Introduction, globalization – meaning, manifestations
	MSE Ch 1

	2
	The International Monetary System
	MSE Ch 2

	3
	Exchange Rate Determination 
	MSE Ch 5 & 6

	4
	Parity propositions
	MSE  Ch 4

	5
	Foreign Currency Derivatives
	MSE Ch 7

	6
	Measuring & Managing FX Exposure:  Transaction Exposure
	MSE Ch 8

	7
	Measuring & Managing FX Exposure:  Operating Exposure

 
	MSE Ch 9

	8
	Measuring & Managing FX Exposure:  Accounting Exposure
	MSE Ch 10

	9
	Mid-term
	

	10
	Global Cost of Capital
	MSE Ch 11

	11
	Financing the MNC
	MSE Ch 12

	12
	Financial Structure
	MSE Ch 13

	13
	Interest rate and Currency Swap
	MSE Ch 14

	14
	Multinational Capital Budgeting
	16

	15
	Finals
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