

International Finance

Dec 2025 Examination

Q1. A large Indian conglomerate is planning a major overseas expansion and needs to raise $1 billion in long-term capital. The CFO is evaluating whether to source funds through international equity markets (via GDRs/ADRs) or international debt markets (via Eurobonds or syndicated loans). The company operates in multiple countries, faces fluctuating exchange rates, and is concerned about the impact of market segmentation and integration on its cost of capital. The CFO must decide the best financing mix to minimize risk and optimize capital structure. Based on the scenario, how should the CFO apply international finance theories to determine the optimal mix of debt and equity when raising capital from both domestic and international markets, considering factors such as market segmentation, cost of capital, and currency risk? (10 Marks)
Ans 1.
Introduction
International expansion requires large-scale capital mobilization, and Indian conglomerates increasingly turn to international markets to diversify sources of finance. Raising $1 billion for overseas operations involves weighing equity instruments such as Global Depository Receipts (GDRs) and American Depository Receipts (ADRs), alongside debt options like Eurobonds and syndicated loans. The decision is influenced not just by availability of funds but also by theoretical insights from international finance regarding cost of capital, market segmentation, and 
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Q2. A mid-sized Indian manufacturing company is planning to expand its operations into Europe and North America. The CFO is tasked with raising $200 million in long-term capital and is considering two options: issuing Eurobonds in the London market or launching a depository receipt (DR) program to list shares on a US stock exchange. The company has limited experience with international capital markets, and the board is concerned about currency risk, regulatory compliance, investor base diversification, and the impact on the firm''s cost of capital. The CFO must present a recommendation to the board, weighing the pros and cons of each financing route. Evaluate the decision-making process of a mid-sized Indian manufacturing company considering raising long-term capital for overseas expansion. The CFO is debating between issuing Eurobonds in London or opting for a depository receipt program in the US. Critically assess the strategic, regulatory, and risk management factors that should influence the choice, and justify which route would be more advantageous under current global market conditions. (10 Marks)
Ans 2.
Introduction 
For a mid-sized Indian manufacturing company planning to expand into Europe and North America, raising $200 million in long-term capital requires careful evaluation of international financing instruments. The two prominent options available are issuing Eurobonds in the London market or launching a Depository Receipt (DR) program to list shares on a US stock exchange. Each 
Q3 (A). A multinational enterprise with subsidiaries in several countries is struggling with fragmented cash management practices, leading to inefficiencies and increased financial risk. The company operates in multiple currencies and must comply with diverse financial regulations. The CFO wants to implement a new global cash management system that optimizes liquidity, minimizes currency risk, and ensures regulatory compliance, while also supporting the company''s strategic growth objectives. Design a global cash management system for a multinational enterprise operating in multiple currencies and jurisdictions. Your system should address centralized versus decentralized cash management, efficient handling of surplus cash, and compliance with international financial regulations. How would your design support both operational efficiency and strategic financial flexibility? (5 Marks)

Ans 3a.
Introduction 
A multinational enterprise with subsidiaries across multiple jurisdictions faces significant challenges in managing fragmented cash practices. Operating in different currencies, with varying regulatory frameworks, creates inefficiencies in liquidity use and increases currency and compliance risks. The CFO’s vision of a global cash management system must integrate operations while allowing flexibility for local requirements. An effective system should centralize oversight, optimize surplus cash utilization, manage currency risks, and ensure adherence to 
Q3 (B). A successful domestic company in India is planning to raise capital by listing its shares on a major international stock exchange. The management is unfamiliar with international accounting standards, cross-listing procedures, and the expectations of foreign institutional investors. Additionally, the company faces regulatory hurdles and market segmentation that could limit its access to global capital. The board expects a strategic plan that addresses these challenges and ensures a successful international equity issue. Develop a strategic plan for a domestic company seeking to access international equity markets for the first time. Outline the steps for cross- listing shares, complying with international accounting standards, and attracting foreign institutional investors. What innovative measures would you implement to overcome market segmentation and regulatory barriers? (5 Marks)
Ans 3b.
Introduction 
An Indian company preparing to raise capital on a major international exchange faces multiple challenges, including unfamiliarity with global accounting standards, complex cross-listing procedures, and high expectations from foreign institutional investors. Market segmentation and regulatory barriers further complicate access to international capital. For a successful equity issue, management must craft a strategic plan that ensures compliance with international standards, builds investor trust, and mitigates barriers. Innovative measures can enable the 








