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Multinational corporations (MNCs) continue to expand their operations globally. They
must not only be properly managed to apply their comparative advantages in foreign
countries, but must also manage their exposure to many forms and sources of risk.
These firms’ exposure is especially pronounced in developing countries, where currency
values and economies are volatile. As international conditions change, so do opportuni-
ties and risk. Those MNCs that are most capable of responding to changes in the in-
ternational financial environment will be rewarded. The same can be said for today’s
students who may become the MNC managers of the future.

Intended Market

This text presumes an understanding of basic corporate finance. It is suitable for both
undergraduate and master’s level courses in international financial management. For
master’s courses, the more challenging questions, problems, and cases in each chapter
are recommended, along with special projects.

Organization of the Text

This text is organized first to provide a background on the international environment
and then to focus on the managerial aspects from a corporate perspective. MNC man-
agers need to understand the international financial environment before they can
manage within it.

The first two parts of the text provide the macroeconomic framework for the text.
Part 1 (Chapters 1 to 5) introduces the major markets that facilitate international busi-
ness. Part 2 (Chapters 6 to 8) describes relationships among exchange rates and eco-
nomic variables and explains the forces that influence these relationships.

The remainder of the text provides a microeconomic framework, with a focus on the
managerial aspects of international financial management. Part 3 (Chapters 9 to 12) ex-
plains the measurement and management of exchange rate risk. Part 4 (Chapters 13 to
15) concentrates on MNCs’ management of short-term assets and liabilities, including
trade financing, other short-term financing, and international cash management. Part 5
(Chapters 16 to 21) describes the management of long-term assets and liabilities, in-
cluding motives for direct foreign investment, multinational capital budgeting, country
risk analysis, and capital structure decisions.

Each chapter is self-contained so that professors can use classroom time to focus
on the more comprehensive topics and rely on the text to cover any other concepts.
Long-term asset management (chapters on direct foreign investment, multinational

XX
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capital budgeting, multinational restructuring, and country risk analysis) is covered
before long-term liability management (chapters on capital structure and long-term
financing), because financing decisions depend on the investments that they support.
Nevertheless, concepts are explained with an emphasis on how to integrate long-term
assets with long-term liabilities. For example, multinational capital budgeting analysis
demonstrates how the feasibility of a foreign project may depend on the financing mix
available.

The strategic aspects, such as motives for direct foreign investment, are covered be-
fore the operational aspects such as short-term financing or investment. For professors
who prefer to cover MNCs' management of short-term assets and liabilities before
MNCs’ management of long-term assets and liabilities, the parts can be rearranged be-
cause they are self-contained.

Approach of the Text

International Corporate Finance focuses upon management decisions that maximize the
firm’s value. The book recognizes that professors have unique styles for reinforcing key
concepts within a course. Numerous methods of reinforcing these concepts are pro-
vided in the text so that professors can select the methods and features that fit their
teaching styles. Key concepts are reinforced in the following ways:

1. PART-OPENING DIAGRAM: A diagram at the beginning of each part illustrates in
general terms how the key concepts covered in that part relate to one another. This
offers some intuition about the organization of chapters in that part.

2. OBJECTIVES: Key concepts are identified within a bulleted list of objectives at the
beginning of each chapter.

3. EMPHASIS: Key concepts are thoroughly described in the chapter and supported by
examples and illustrations.

4. MANAGING FOR VALUE: This feature illustrates how one or more key concepts
relate to MNC valuation.

5. EXAMPLES: Numerous examples illustrate key concepts in each chapter.

6. USING THE WEB: Websites that provide useful information related to key concepts
are identified.

7. SUMMARY: The key concepts are summarized at the end of the chapter in a bulleted
list that corresponds to the list of objectives at the beginning of the chapter.

8. POINT COUNTER-POINT: A controversial topic is introduced, two opposing views
are provided, and students must decide which view they support and explain why.

9. SELF TESTS: A “Self Test” at the end of each chapter challenges students on the key

concepts. The answers to these questions are provided in Appendix A.

10. QUESTIONS AND APPLICATIONS: Many of the questions and other applica-
tions at the end of the chapter test students’ knowledge of the key concepts in the
chapter.

11. CONTINUING CASE: At the end of each chapter, the continuing case allows stu-
dents to use the key concepts to solve problems experienced by a firm called Blades,
Inc. (a producer of roller blades). By working on cases related to the same MNC over
a school term, students recognize how an MNC's decisions are integrated.

12. SMALL BUSINESS DILEMMA: The Small Business Dilemma at the end of each
chapter places students in a position where they must use concepts introduced in
the chapter to make decisions about a small MNC called Sports Exports Company.

13. INTEGRATIVE PROBLEM: The Integrative Problem at the end of each part inte-
grates the key concepts across chapters within that part.
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SUPPLEMENTAL CASES: Supplemental cases allow students to apply chapter con-
cepts to a specific situation of an MNC. All supplemental cases are located in Ap-
pendix B at the end of the text.

INTERNATIONAL INVESTING PROJECT: This project (provided in Appendix D)
allows students to simulate investing in stocks of MNCs and foreign companies and
requires them to assess how the values of these stocks change during the school term
in response to international economic conditions.

DISCUSSION IN THE BOARDROOM: This project (in Appendix E) allows stu-
dents to play the role of managers or board members of a small MNC that they
created and make decisions about that firm.

Other Supplements

The following supplements are available to students and instructors:
For the Student

South-Western Finance Resource Center (http:/finance.swlearning.com). The
South-Western Finance Resource Center provides unique features, customer serv-
ice information, and links to book-related websites. Learn about valuable products
and services to help with your finance studies, contact the finance editors, and more.

For the Instructor

Instructor’s Manual/Test Bank. The Instructor’s Manual (available online at http:/
aise.swlearning.com) contains the chapter theme, topics to stimulate class discus-
sion, and answers to end-of-chapter Questions, Case Problems, Continuing Cases
(Blades, Inc.), Small Business Dilemmas, Integrative Problems, and Supplemental
Cases. An expanded Test Bank contains a large set of questions in multiple choice or
true/false format, including content questions as well as problems.

ExamView™ Computerized Testing. The ExamView™ computerized testing pro-
gram (available online at http://aise.swlearning.com) contains all of the questions in
the Test Bank. ExamView™ is an easy-to-use test creation software compatible with
Microsoft Windows. Instructors can add or edit questions, instructions, and an-
swers and select questions by previewing them on the screen—selecting them
randomly or by number. Instructors can also create and administer quizzes online,
whether over the Internet, a local area network (LAN), or a wide area network
(WAN).

PowerPoint Presentation Slides. Revised for this edition by Yee-Tien Fu of Na-
tional Cheng-Chi University, these PowerPoint slides (available online at http:/
aise.swlearning.com) are intended to enhance lectures and provide a guide for stu-
dent note taking.

South-Western Finance Resource Center (http:/finance.swlearning.com). The
South-Western Finance Resource Center provides unique features, including
NewsWire: Finance in the News, FinanceLinks Online, and more, as well as cus-
tomer service information and relevant product information and links. You may
learn how to become an author with South-Western, request review copies, contact
the finance editors, and more.
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