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OBJECTIVE: The objective of this paper is to provide students knowledge of international financial 
system, markets and operations, and also to acquaint them with the macro environment in which the 
international financial transactions are conducted. 

 Introduction  to  International  Financial  System:  International  Monetary  System:   Features   and   
requirements;  System of exchanging currencies – From Bretton  Woods  system  to  free  float  and  
convertibility;  Pegging  of currencies –target zone arrangement; European monetary system; International 
liquidity.                (8 hours) 

 Foreign Exchange Markets and its Activities: Exchange rate quotations and practices; Foreign  exchange  
market  activities; Arbitraging, hedging and speculation. Case Study1 :Currency Arrbitrage      (8 hours) 

 Exchange  Rate  Determination:  Exchange  rate  determination  in  spot  and  forward  market  –  Interest  
rate  parity (IRP), purchasing power parity,  Fisher  open  equation  Monetary  and  portfolio  balance  
approaches;  Short  run  demand and supply theory, BOP theory, and growth theory; Forecasting exchange 
rate. Case Study2: Analyzing the balance of payment position of India.   (8 hours) 

 International Financial Markets and Instruments: Changing scenario; International capital and  money  
market  instruments; International development banking; Euro – currency markets; International securities 
markets  and instruments .Bond and notes market; equity market, GDR, ADR, EDR and IDR; Integration of 
financial markets and approach; Role of financial intermediaries; Financialswaps.  (8 hours) 

 International Debt Problem: Problem of debt servicing and developing countries(with special reference to 
India).                                               (8 hours) 
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