Potential Final Exam Questions - INMT 3039 – fall 2017
NOTE THAT THE EXAM WILL BE HELD AT 6:00 P.M. on December 13, 2017.

INSTRUCTIONS:  You will have one week to read the questions listed below and decide how you will respond to them. During that time, you may consult your textbook, class notes, materials posted on Blackboard and any other sources except classmates. Once you have decided how to respond to the questions, you must commit your responses to memory. Your responses must reflect your own thoughts and words. They may not be the same or similar to words used in the textbook or written by another student. You are expected to develop your responses alone and are not to work with anyone else.

In the class after these questions were distributed, I will select four questions and you will have an hour and a half to write the responses you developed to the questions. During the final exam, you will not be permitted to refer to any textbook, notes, handouts, other students, or any other written, audio, or visual resources. Cell phones and other electronic devices are not permitted in class during the exam and could result in an “F” grade for the exam. Make certain that I can read your hand writing.

Question 1 (20 points) a. List and describe five reasons why a firm will export.
 Firms export because of the reasons including

i. Exporters grow faster

ii. Exporters enjoy stronger workforce

iii. Exporters enjoy higher productivity

iv. Increase the sales potentials

v. Increasing profits

vi. Reducing risk and balancing growth

vii. Overcoming low growth in the home market.

b. List and describe two non-equity modes of entry into a foreign market. Provide two positive arguments and two negative arguments for each.

The two non-equity modes of entry into the foreign market is the export and contractual agreement. Export implies to the process of selling goods and services normally produced within a given country to another country and takes the form of direct and indirect forms. Contractual agreements involves the foreign firms signing agreement either to exclusively or nonexclusively manufacturer a proprietor’s product for a fixed term in a specific market. The licensor in the home country is tasked with responsibility of providing limited rights and resources to the licensee in the host countries. Some of the rights ranges from patents, trademarks, managerial skills, technology among others. 
Question 2 (20 points) a. A U.K. based firm agrees to buy British Pounds.25 million worth of goods from a Swiss firm. The U.K. firm agrees to pay in Swiss Francs in 60 days. You are the CFO of the U.K. firm. You know that the U.K. Pound has been weakening against the Swiss Franc and expect this trend to continue for at least the next 60 days. 

a. Describe, in detail, three hedging strategies you would consider using to ensure that when your firm makes its payment in 60 days, it minimizes its risk of loss converting U.K. Pounds to Swiss Francs.  (15 points)
Some of the instruments employed to reduce the exchange rate risk include;

i. Invoicing in domestic currency; such a phenomenon would aid the exporter to shift transactions risk to their customers in abroad. It’s through such arrangements that the strong interest from the side of exporters for invoicing in domestic currency. There is need to put into consideration the economic risks and the market risks. The primary motive behind such is to eliminate the foreign exchange rate risks. 
ii. Hedge design 

The focus should shift from exchange rate risk to their counterparts, the exporters need to eliminate it at least partially through an appropriate hedging. The exporters can engage in hedging aspects such as foreign currency borrowings and loans and operational hedges. 

Over the counter derivative instruments such as swaps, forward and options can be traded instead. Futures and options which are mostly trade’s instruments and whose demand is huge and growing can employed. 
iii. Relationship between the hedging and invoicing

Domestic currency invoicing is a tool used to eliminate the transactional risks a role served by the forward hedging. Invoicing and hedging forward act as subsidies in a bid to ensure that they opt for one another depending on their relative costs. In most cases the firms would consider both the transactional risks and economic risks in circumstances them deciding on the currency of invoicing. 

b. Does this problem illustrate translation or transaction risk? Briefly describe the difference between hedging and speculation.  (5 points)
Yes the problem still illustrate a transaction risks. The fact they people would use hedging does not imply that they would fully recover all the transactional risks involved. Hedging process simply involves taking an offsetting position in a derivative with the sole aim of balancing the gains as well as losses to the particular assets. Speculations on the hand is usually set to benefit from the betting in the directions in which a given asset is moving towards. 
Question 3 (20 points)

Describe the importance of a functional legal system to foreign investors. Provide three examples of how a functional legal system is important to foreign investors.

The functional legal systems play a critical role to foreign investors particularly in the economic developments.

i. Legal systems usually set the relationship between the buyers and the sellers in different countries. In most times they set conditions in regard to the conditions set during their trading activities. 

ii. Functional legal systems to foreign investors seeks to establish and details procedures in which trade activities between the importers and exporters are set hence creating trust among the business partners. The foreign investors would be willing to invest in areas that have legal frameworks set in place and in accordance with the terms of sale.

iii. Functional legal systems established need to be fair to all the partners. The foreign investors need to feel that they laws would not be altered and shortchange hence causing’s huge losses to the investors. 
Describe the importance of political stability to foreign investors. Provide two examples of how political stability is important to foreign investors.
i. Political stability plays a critical role to attract foreign investors make investments in the countries they operate. Majority of the investors would spend their huge chunk of money investing in foreign countries that are considered as publically stable as opposed to the other countries. The government should always ensure that they maintain publically stable environment.
ii. Political stability is very critical to foreign investors because it can be employed as a catalysts to chase the foreign investors away. This in because the investors would like to invest in regions that are considered peaceful as opposed to the being politically unstable. 
Question 4 (20 points)

Refer to the article discussed in class and posted on Blackboard “Emerging Brand Battle” about firms in developing nations that are attempting to create global brands.

Select any four of the eight paths to brand success the authors identify and develop a strategy you would use to advise an established brand to address and counter a threat from an emerging market brand.
Some of the brands include;

1. identify a powerful brand
2. authentic purpose of the brand

3. enhance partnership and collaboration

4. customer retention perspective
Question 5 (20 points)

a. List and briefly describe the four types of economic integration agreements between nations.
i. Free trade.
ii. Custom union.
iii. Common market.
iv. Economic union (single market)
b. Describe their similarities and differences.

c. In your opinion, should the countries that make up the European Union consider becoming a complete integration? Explain your response and how it would be beneficial or detrimental.

Question 6 (20 points) you have been hired on the social media staff at Unilever an Anglo-Dutch global consumer goods firm. One of your responsibilities is to develop a strategy to enhance Unilever’s presence and use of social networking tools (blogs, QR Codes, Instagram, Google, YouTube, Face Book, Linked In, Twitter, etc.) to promote its businesses. You are also accountable for defending the firm and its products using these tools. Finally, you contribute to the firm’s strategy for gathering customer data and utilizing that data to perform data analytics to help develop and sell advertising tailored to specific users.
a. List and describe two ways you would use these tools to promote Unilever and its products (positive advertising).

b. List and describe two ways you would use these tools to protect Unilever and its products (defensive advertising).

c. In your opinion, is it ethical for social media and other Internet based businesses to profit from the use of the data they gather on users without compensating those users for the data they gather? Explain your opinion.

