
WHY FIRMS MAY ISSUE STOCK IN FOREIGN MARKETS

ANSWER: Firms may issue stock in foreign markets when they are concerned that their home market may be unable to
absorb the entire issue. In addition, these.

Bullet, Inc. ANSWER: The forward contract can hedge future receivables or payables in foreign currencies to
insulate the firm against exchange rate risk. The institutions may also want to diversity their credit so that they
are not too exposed to the economic conditions in any single country. Stock Market Integration. Syndicated
Loans. Thus, a bank may create a syndicate whereby several other banks also participate in the loan. It can
also establish a global name by spreading stock across countries. Investors desire stocks that they can easily
sell in the secondary market, which means that they require that the stocks have liquidity. In , the bands were
widened. Motives for Providing Credit in Foreign Markets. It is used as a base from which loan rates on other
loans are determined in the Eurocredit market. What is the function of the international money market?
Forward Contract. ANSWER: If the net baht-denominated cash flows are converted into dollars today, Blades
is not subject to any future depreciation of the baht that would result in less dollar cash flows. Should you
accept the offer or cash the Canadian dollars in at the airport? What is the cross rate of the zloty with respect
to yen? Furthermore, the Indonesian rupiah declined again the U. Motives for Investing in Foreign Money
Markets. Yet, in this case, the Wolfpack Corporation should not hedge because it would benefit from
appreciation of the pound when it converts the pounds to dollars. The right shares are the shares which a
company issues to its existing shareholders. Thus, the future cash inflows would be in the same currency that
is needed to pay back the loan, and exchange rate risk is avoided. Euros are used as the medium of exchange.
The higher the price at which it can issue stock, the lower is its cost of using equity capital. Short-Term
Financing. A firm that engages in a relatively small IPO will have limited liquidity even when all of the stock
is issued in the U. Yet, it must recognize the risk involved. Right issue-An offer by company to the existing
shareholders to acquire some more shares proportionally to the original shares they are holding, usually at
relative cheap price while Bonus share issue is giving an offer to the existing shareholders to acquire more
shares in proportional to their existing shareholdings without paying. Why do you think the terrorist attack on
the U. Briefly describe the historical developments that led to floating exchange rates as of  Thus, it should not
consider issuing stock internationally. Citicorp could provide medium-term loans to Gretz in whatever
currency is desired through the international credit market Citicorp would be the creditor here. However, the
supply and demand conditions for the euro are dictated by all participating countries in aggregate, and do not
vary among participating countries. As Wal-Mart generates earnings beyond what it needs in Shanzen, it may
remit those earnings back to the United States. Bank Services.


