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For the exclusive use of S. Alhussain, 2016.

205-095  -18-
Exhibit8 Example of the Impact of a Change in Exchange Rates on GM’s Financial Statements

The example below considers what happens to the worldwide financial statements of GM when one of its subsidiaries holds an asset that changes in value due
to an exchange rate move. Specifically, GM’s hypothetical subsidiary in Strasbourg, GMS, has cash assets of 50 euros. For reasons discussed further in
Appendix B, it is possible that the functional currency of the subsidiary could be either the USD or the euro. If the euro depreciates 10% against the USD, the
impact of the change in the EUR/USD exchange rate on GM’s worldwide financial statements depends on whether the subsidiary’s functional currency is the
USD or its local currency, the EUR.

Exchange Rate (EUR/USD)

1.00 1.10 Impact on GM’'s Worldwide
USD Functional Financial Statements
GMS Net Assets
In foreign currency EUR 50 50
| ittt et 1
~, t
STTTTTTTTTm T g T | Income Statement: usp -6.0 !
GMS - Reported 1 USD 50 4 PP @ ............... H
Shareholders’ Equity: usb -5.0
EUR Functional
GMS Net Assets
In functional currency EUR 50 50
Translation to USD m uspb 50 45 @ ,\,\,\ Shareholders’ Equity: usp -5.0

A depreciation of the EUR against the USD causes a decline in the doliar value of GMS's foreign currency (EUR)
asset, generating a loss for GM’s Worldwide income statement

Oz_mmcammmmamﬂm:m:m_mﬂmaﬁocmo.m:mﬂmzoamq.mmnc_qwmm&cﬂmac<-m8qmmmozzm:m:m.m:on
adjustment.

Source: Casewriter analysis.

This document is authorized for use only by Suftan Alhussain in B taught by K.R.Vishwanath, Dominican University - lifinois from October 2016 to April 2017.
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