1) If I want to go shopping for a graduation present this week, how much would $50 buy in the following countries? (Round to two decimals)  
a) Malaysia 


b) Italy (Euro)

a) 1$ = 3.7755, so $50 is 188.775 0r 188.78 ringgits
b) 1$ = 0.835492 euros, so $50 is 41.77 euros

2) If I gave someone 75 units of the following foreign currencies, how many U.S. dollars would that be worth? (Round to two decimals)

a) Sweden





b) Sri Lanka
a) 1 Krona is 0.126987 dollars, so 75 kronas would be 9.52$
b)  1 rupee is 0.00980584 dollars, so 75 would be .74 dollars

2) Explain what a letter of credit is and why it’s helpful for international businesses. 

Letter of credit is a promise to pay by a bank. It’s helpful because it facilitates trade between two companies who may not know each other.
3) Explain what countertrade is and give an example of how it would work. 
Countertrade is the exchange of goods as payment instead of currency. We commonly know this as barter. How it might work is to exchange an airplane for raw materials or Coca-Cola for vodka and furs.
4) List seven countries and the name of their currencies. 

See the chart below for examples
5) Assume that the exchange for the Japanese yen one year ago was 152 yen per dollar (Units/USD). Has the dollar increased or decreased against the yen? 

Dollar decreased in value because we used to be able to buy more yen for each dollar than we can now. 
6) If the dollar increases in value against the Euro, what happens to the value of imports from a European country to the United States? 

The value of imports will decrease because each dollar will buy more euros. So the price in dollars would be less expensive. 
7) List and explain two ways companies protect themselves against currency exchange rate risk. 
Only use the foreign currency, only use your home currency, buy ahead (forward contracts) through hedgingor countertrade
	 
American Dollar

	 1 USD 
 in USD 
  Euro  
 0.835492 
 1.1969 
  Japanese Yen  
 119.9 
 0.00834028 
  Malaysian Ringgit  
 3.7755 
 0.264866 
  Norwegian Kroner  
 6.6435 
 0.150523 
  Singapore Dollar  
 1.68 
 0.595238 
  South Korean Won  
 1033.4 
 0.00096768 
  Sri Lanka Rupee  
 101.98 
 0.00980584 
  Swedish Krona  
 7.8748 
 0.126987 
  Venezuelan Bolivar  
 2144.6 
 0.000466287 

	using values from Monday, December 12, 2005


	


Source: x-rates.com. (2005). Exchange Rates Table for American Dollar. Retrieved Dec. 12, 2005, from http://www.x-rates.com/d/USD/table.html
