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Assignment Set – 1


Q1. Explain the concept of Pre-shipment finance and highlight the main advantages of pre-shipment financing for exporters. 2+8	
Ans 1.
Concept of Pre-Shipment Finance 
Pre-shipment finance refers to the credit facility provided by banks and financial institutions to exporters for financing activities prior to the shipment of goods. This finance is granted after the exporter receives a confirmed export order or a letter of credit from an overseas buyer. The purpose of pre-shipment finance is to meet working capital requirements related to procurement of raw materials, processing, manufacturing, packing, warehousing, and transportation of goods up to the stage of shipment. Since exporters do not receive payment 
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Q2. What is interest subvention, and how does it impact export finance. 3+7	
Ans 2.
Interest Subvention 
Interest subvention refers to a policy measure under which the government provides financial assistance by subsidizing a portion of the interest charged on export credit. Under this mechanism, exporters are allowed to borrow funds at a reduced interest rate, while the government compensates banks for the difference between the normal lending rate and the concessional rate. The primary objective of interest subvention is to lower the cost of export 


Q3. Write short note on the following concepts:
i. Forfaiting
ii. Factoring  5+5	
Ans 3.
i. Forfaiting 
Forfaiting is a form of export financing in which an exporter sells its medium- to long-term receivables arising from international trade to a specialized financial institution called a forfaiter. Under this arrangement, the exporter receives immediate cash by discounting the export receivables, while the forfaiter assumes all risks associated with the transaction. These risks include credit risk, interest rate risk, political risk, and transfer risk. Forfaiting is generally used in capital goods exports, large infrastructure projects, and high-value 


Assignment Set – 2

Q4. What are the key advantages and disadvantages of different methods of import financing. (Explain any 5 methods of Import Financing) 5+5	
Ans 4.
Key Advantages and Disadvantages of Different Methods of Import Financing
Import Financing
Import financing refers to various financial arrangements that enable importers to pay for goods purchased from overseas suppliers. Since international trade involves time gaps between shipment and payment, import financing helps importers manage cash flows, maintain liquidity, and ensure smooth procurement of goods. Different methods of import financing offer varying levels of cost, risk, and convenience, depending on the nature of trade 


Q5. Discuss the impact of geopolitical events on exchange rates in the forex market. Provide examples.  8+2	
Ans 5.
Introduction to Geopolitical Events and Forex Markets 
Geopolitical events refer to political, military, and diplomatic developments that influence relations between countries. Such events include wars, trade conflicts, sanctions, elections, regime changes, and international tensions. The foreign exchange market reacts quickly to geopolitical developments because currency values are highly sensitive to uncertainty, capital flows, and investor confidence. Any event that affects a country’s economic stability, trade relations, or financial outlook directly influences demand and supply of its currency, leading 
Q6. How does the interaction between FEMA and FEDAI benefit the foreign exchange market? 10	
Ans 6.
FEMA and FEDAI
The foreign exchange market in India operates under a structured regulatory and operational framework to ensure transparency, efficiency, and stability. Two key institutions governing this framework are the Foreign Exchange Management Act (FEMA) and the Foreign Exchange Dealers’ Association of India (FEDAI). FEMA provides the legal foundation for foreign exchange transactions, while FEDAI acts as a self-regulatory body that issues 

