BFM207 INTERNATIONAL FINANCE
Academic Year 2012/13
Number of Aston Credits:

15

Number of ECTS Credits:

7.5

Staff Member Responsible for the Module:
Dr Carmel de Nahlik Finance & Accounting Group
Aston Business School, Room 402
Email: c.denahlik@aston.ac.uk Extension: 3045
Availability: See WASS
Or contact the Finance & Accounting Group Administrator:
MS Rosaleen Shirley, Room ABS404, Extension: 3238

Pre-requisites for the Module:
Prior completion of the taught component of BFM205 (Exam results may not be
known by the start of this module).
A good understanding of basic statistics.

Mode of Attendance:
On campus

Module Objectives and Learning Outcomes:
The purpose of this module is to provide you with an in-depth understanding of
specific issues in international finance particularly in relation to the impacts of risk on
financing decisions made by the multinational firm and in transactions across borders.
The module will cover the following broad areas: (i) the role of international financial
markets; (ii) the financial problems faced by firms when undertaking international
trade and investments; and (iii) the financial strategies used by multinational firms to
alleviate the problems posted by pricing and political risks. Emphasis will be placed
on the use of various financial instruments to manage risk. The relevance of both
theoretical and empirical works will be highlighted to enable you to understanding the
financial issues facing firms and investors when they operate in an international
setting.

Upon completion of this module you should be able to:
Identify and explain the operational significance of international financial markets
and how regulatory frameworks can affect decision making by organizations.
Identify and explain the various types of risks faced by firms and the strategies
they use to manage such risks.
Understand the functions of international stock exchanges and the issues
associated with international investments.
Identify some of the sources of international finance and the attitudes of
international investors.
Understand how the cash flows of international investments are evaluated.
This module is offered across a number of programmes:
MSc Accounting and Finance;
MSc Business and Management;
MSc Finance and Financial Regulation;
MSc International Business;
MSc Strategy and international Business.
The curriculum maps for each programme offer a slightly different form of the
programme objectives, but the broad intent is similar as shown in this map:
Curriculum objective

Module Objective

Sessions

A1 Demonstrate knowledge
and understanding of the
theories, principles and
underlying concepts and
practice of management and
an understanding of
business models and
processes in a national and
international context.

Be able to synthesise
and communicate
complex information
about international
financial
decisions and
evaluations in context in
clear language,
demonstrating more
than repetition of course
materials.

All

B1 Demonstrate competence
in critical reasoning and
decision-making.
B2 demonstrate a high level
of intellectual and analytical
skills and through intensive
post graduate study have
acquired and developed
understanding of business

Be able to construct an
argument to support a
financial decision by
reference to theory and
current examples in the
news.

1, 2, 3, 5,
7, 8.

Assessment
method
Coursework.
Part A of the
exam.

Part A of the
Exam.

and management subjects.
B5 Demonstrate an
understanding of the
strengths and weaknesses of
evidence based approaches
to management.
C1 Apply principles, models
and theories in the working
environment.

Be able to acknowledge
the limitations of current
financial theory.

Be able to calculate and
select appropriate
discount rates, valuation
techniques in an
international business
context including the
use of the WACC.
Be able to price simple
risk management
products

3, 4, 5, 6,

D4 Communication and team
working skills

Be able to work together
to produce a single
output and capitalise on
each group member's
strengths.

All.

Course work

D5: Competency in
understanding relevant
statistical analyses and
financial reports

Be able to identify
relevant material and
synthesise course
concepts into strategic
advice supported by
empirical calculations to
support cross-border
investment activities.

3, 5, 6, 7,
8.

Part A of the
exam.

C2 Use key accounting and
financial tools to aide
decision making in side
organizations.

Part B of the
exam.
Part of the
MCQ in Part
C.

Part B of the
exam.
Part of the
MCQ in Part
C.

Module Content:
Week 1:

Introduction to International Finance, and the regulatory and
economic systems that impact upon it.
Overview of the financial system.
Relevance of international finance to corporations.
The multinational corporation (MNC) and its financial objectives.
Methods of expansion used by firms.
Theories of foreign direct investment

Week 2:

The Foreign Exchange Market and International Capital Markets.
Parity relations, exchange rate determination and empirical evidence.
Market efficiency and exchange rate (unbiasedness).
The foreign exchange and the money markets.
Capital adequacy and why it is important,

Further work on bonds and equities including valuing a foreign
subsidiary.

Week 3:

Managing Foreign Exchange Exposure
Role of centralised functions
Transaction, translation, economic and competitive exposures.
Exposure management practice
Spot and forward rates and the associated contracts
Buying and selling currencies
Cross-rates

Week 4:

External hedging techniques (2)
Pricing forwards and futures under risk neutrality
Currency swaps and the motives for using them
Interest rate swaps and the motives for using them

Week 5:

External Hedging Techniques (3)
Financial options
Valuing options
Internal hedging techniques
To Hedge or not to Hedge Corporate Exposures
Motives for hedging corporate exposure
Latest views on accounting in this area.

Week 6:

International Cost of Capital and International Capital Budgeting
Cost of capital internationally
Implications....financial structures
Foreign equity ownership...and its risks
Capital budgeting for investments
Cashflows for complex international projects
Real options

Week 7:

International Cash Management, tax and agency implications
Introduction to cash management techniques
Netting and blocked accounts
Forfaiting
Tax and leasing on an international scale
Corporate Governance around the world

Week 8:

Putting it all together: Business across Borders
Project financing and risk management.
Basics of internationals project financing and the limitations of some
of the techniques we have examined.

Week 9:

Revision and exam preparation

Week 10:

Examination

This outline is intended to be a general guide for the module and is not an allencompassing description of the topics or expected learning outcomes.

Corporate Connections:
The module places great emphasis on real-world corporate issues and practices.
Carmel will draw on her international work as a banker and consultant to natural
resource companies, banks, contractors and other public and private companies, as
well as a venture capitalist.

International Dimensions:
This module is primarily concerned with the impacts of the international economic
environment on the operations of firms, especially as they operate across national
boundaries. The module emphasizes the financial decisions that the firm’s managers
can make to minimize adverse economic impacts. Risk management techniques and
their practical limitations will be discussed. There will also be discussions of live
events and how they affect companies trading across borders.

Contribution of Research:
Carmel has just co-authored the latest edition of the financial industry standard text
on Project Financing together with Professor Frank Fabozzi of EDHEC and Princeton.
Project Financing is a domain of finance that supports economic development and
financial challenge and requires the use of many of the techniques we shall look at on
this course. Prior to this she has written research-informed teaching materials for
advanced finance courses for professionals and will draw on her research work on
risk to clarify several of the issues that are dealt with in this module.

Ethics, Responsibility & Sustainability:
Reference will be made to some of the practical challenges faced in cross border
investments and the current codes of professional conduct as a form of ethical
behaviour, especially in session 7. Students will be expected to read and engage
with material in the module web to enable an informed discussion on this topic as we
progress through the module.

Method of Teaching:
The teaching will comprise a mixture of lectures, group discussions, exercises and
cases. The module web contains copies of presentation slides, supplementary
readings, exercises and past examination papers. You may be provided with
additional handouts and exercises during the module as well as additional references
to useful articles and readings that are available in the library.

A series of Calculation Clinics will be held to develop confidence in key areas.
We hope to invite several guest speakers to discuss aspects of international finance
in action.

Method of Assessment and Feedback:
Successful completion of both assessment elements.
1. Additional Learning Hours (Compulsory Syndicate Group Work) – weeks 14-18
Each Group will be required to produce an A1 poster about the project they will be
given to assess in week 14. This will require an analysis of the context, cashflows,
assets and risks involved and the group will need to produce and to defend an
assessment of the project based on this information and using one of the rating
agencies' frameworks.
So each Syndicate Group needs to submit one poster for its allocated project to the
PG office by the end of week 18. Successful completion of this task is essential for
successful completion of the module. This assessment is worth 10% of the module
marks. This contributes towards further development of employability skills.
2. A 2 hour closed book examination with an essay question, a calculation and an
MCQ element. This assessment is worth 90% of the module marks.
On-line testing for self -assessment of progress will be available in the module web
using the card provided with the set book.
A trial MCQ will run in the first half of the course.
Feedback is available on request either during office hours, via email or on
Blackboard.

Total Learning Hours:
Contact Hours
Directed Learning
Further Private Study
Group Work
Examination
Total

35
65
28
20
2
150

The following essential and recommended readings are subject to
change. Students should not therefore purchase textbooks prior
to commencing their course. If students wish to undertake
background reading before starting the course, many of the

chapters/readings are available in electronic form via on-line
library catalogues and other resources.

Essential Reading:
It is very important to read some of the material provided below because this will
enable you to obtain a broader understanding of the subject. Always purchase the
most recent version of the main textbook.
Main text: Eun, C.; Resnick, B. & Sabherwal, S. (2012). International Finance
(GLOBAL Edition) McGraw Hill,
Or
Shapiro, A. & Sarin, A. (2009). Foundations of Multinational Financial Management
(6th Edition) Wiley. (Classic text but US in orientation).

Online Resources:
Overheads, additional resources and other key journal articles will be made available
on Blackboard

Recommended Journals:
Students should be reading the Financial Times and the Economist regularly as a
minimum. This will help you to put some of the material covered in the module in
context.

Additional Readings:
Are contained in the module web either as electronic material or via links to the
eLibrary and are updated immediately before the start of the module to maintain
currency.

