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Chapter5 International Finance Management. 1. CHAPTER 5 That currency has been the U.S. dollar since the end of
World War II. However.

Explain how the existence of imperfect markets has led to the establishment of subsidiaries in foreign markets.
Thus, the natural next step is to conduct the same business in a foreign country. Consequently, there is a need
for international business. The Argentine subsidiary obtains some material from China, and the Chinese
exporter is willing to accept Argentine pesos as payment for these materials that it exports. It could use
licensing, in which it specifies to a Brazilian firm how to produce the clubs. Eight ways to reduce or delimit
exposure risk. Birm Co. However, the product cycle theory also applies to Blades, since its U. Describe the
tradeoffs that are involved for each method such as exporting, direct foreign investment, etc. Yet, some
European firms like the British competitor may attempt to pursue the Eastern European market. Stable
political conditions in Mexico are not a sufficient reason to pursue direct foreign investment there. It is
possible that he could find a distributor of sporting goods that would sell the footballs to retail stores in
various countries. Which method would you recommend for this firm? Nantucket Travel Agency specializes
in tours for American tourists. International Joint Venture. Review the table of contents and indicate whether
each of the chapters from Chapter 2 through Chapter 21 has a macro or micro perspective. Classroom
discussion is encouraged. Then repeat the process for other countries. Explain why the numerator of the MNC
valuation equation was affected during the October , period. The firm would now have two plants instead of
one, which could prevent it from fully capitalizing on economies of scale. Yet, many other types of firms were
affected as well. Which argument do you support? While other firms may then attempt to copy the idea, the
Sports Exports Company will have established itself as the most well-known company for selling footballs in
foreign markets by then. Related Papers. Anheuser-Busch, the producer of Budweiser and other beers,
expanded into Japan by engaging in a joint venture with Kirin Brewery, the largest brewery in Japan. The
Balance of Payments and coping with our Balance of Payments deficits. Use the Internet to learn more about
this issue. Assuming that the parent attempts to maximize shareholder wealth, decisions by the parent should
be compatible with shareholder objectives. Some of the more obvious factors to consider are: 1. Its main
advantage in the U. Due on November 7. Many firms use their website to identify the products that they sell,
along with the prices for each product. Valuation of an MNC. The first is from Chapters 3 and 4 concerning
the UK pound pages 84 and  Several other factors such as access to capital could also be relevant here. The
Mexican interest rates are presently lower than U. Is McCanna Corp. How can Nantucket attempt to reduce
these agency costs? First, a decline in travel would affect any MNCs that have business in travel-related
industries. Emphasis on covered interest arbitrage and triangular arbitrage. Some foreign projects would have
been feasible if there was no political risk, but will not be feasible because of political risk. The future Eastern
European currency values are more uncertain. Thus, it is less exposed when sourcing from Switzerland. If it
obtains supplies from Switzerland, it can use a portion of its Swiss franc cash flows to cover the cost, and will
convert a smaller amount of francs into dollars on a periodic basis.


