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Please check whether you have got the right question paper.
N.B: 1. All questions are compulsory.
2. Figures to the right indicate full marks.
3. Draw neat diagrams wherever necessary.

Attempt any two of the following:-
A) Explain Ricardian theory of comparative cost difference.
B) Explain Net Barter Terms of Trade and Gross Barter Terms of Trade with limitations.

C) Discuss various gains from international trade.

Attempt any two of the following:-
A) Explain the concept and structure of Balance of Payments.
B) Discuss India’s Balance of payment position since 1991.

C) Explain WTO agreements with reference to TRIPS and TRIMS.

Attempt any two of the following:-
A) Explain the concept of Foreign Exchange Market and its functions.
B) Discuss the spot and forward exchange rates.

C) Explain Hedging and Arbitrage in foreign exchange market.

Attempt any two of the following:-
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A) Explain the determination of equilibrium exchange rate with the help of demand for and supply of foreign

exchange.
B) Explain the Purchasing Power Parity theory.

C) Discuss RBI’s Intervention in Foreign exchange rate management since 1991.
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Q.5 A) State with reasons, whether the following statements are true of false. (any four) (08)
i) Heckscher-Ohlin theory is based on unrealistic assumptions.
ii) Income terms of trade measures the capacity of a country to import from its export income.

iii) Devaluation of domestic currency is an example of expenditure reducing policy to curb deficit in the

balance of payments.

iv) Rise in global commodity prices are adversely affecting India’s Balance of payments.

v) Speculators deal in spot and forward exchange market.

vi) Fixed exchange rate system promotes international trade and investment due to its ‘certainty’.
vii) There is inverse relationship between supply of foreign exchange and exchange rates.

viii) When the RBI attempts to neutralise the effects of foreign exchange market intervention through the use
of Monetary policy instruments, it is called unsterilised intervention.

B) Choose the correct answer and rewrite the statements. (any seven) (07)
i) Ricardian theory measures comparative cost in terms of

a) Labour days  b) Cost of all the inputs

c) Money d) None of these

ii) According to Heckscher-Ohlin theory, product price depends on
a) Factor intensity b) Factor abundnce
c) Factor cost d) All of the above

iii) The concept of single factoral terms of trade is developed by
a) Prof. Taussig b) Prof G.S.Dorrance
c) Prof. Jacob Viner  d) None of these

iv) Short term borrowing is included in of Balance of Payments.
a) Current account b) Capital account
c) Trade account d) None of these

V) disequilibrium is also termed as ‘fundamental disequilibrium’.

a) Short run b) Long run
c) Cyclical d) Structural

vi) agreement deals with trade in services.
a) GATS b) TRIPS
c) TRIMS d) None of these
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vii) is a process through which participants intend to minimise risk.
a) Hedging b) Arbitrage
c) Speculation  d) All of the above

viii) system encourages irrational speculation.
a) Fixed exchange rate b) Flexible exchange rate
c) both (a) and (b) d) None of these

ix) Overvaluation of exchange rate brings in .
a) Full employment b) higher rates of unemployment
c) stability in the exchange rate d) All of the above

X) is widely used for financing international transactions.
a) Nominal Currency b) Vehicle Currency
c) Depreciated Currency d) None of these

xi) is not an assumption of Purchasing Power Parity theory.
a) There are no trade barriers
b) The two goods are identical
c) Transport cost exist
d) All the Prices should be indexed to the same year.

xii) Full convertibility of the Rupee in the current account was introduced in
a) 1991 b) 1994
c) 1992 d) 1998
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