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Explain the meaning of balance of payments and describe various remedies for the

removal of deficit in BOP. 14
OR

Write short notes :

(@ The Absorption Approach

(b) Foreign trade multiplier

Explain in detail the expenditure reducing monetary and fiscal policy in order to affect

its BOP disequilibrium. 14
OR

(@) Explain expenditure switching policy.

(b) Discuss the “Mundellian Model”.

Discuss critically the purchasing power parity theory of exchange rate determination. 14
OR

Explain :

(@ Arguments in favour of flexible exchange rates

(b) Spot and Forward exchange markets.

Describe the direction and composition of foreign trade in India. 14
OR

Write short notes :

(@) Foreign trade policy of India.

(b) Evaluation of trade reforms since 1991 in India.

Choose the correct option : 14
(1) The covering of foreign exchange risk is called :

(d) hedging (b)  speculation

(c) intervention (d) arbitrage

(2) Under flexible exchange rates, the disequilibrium in the BOP is automatically
solved by the forces of

(@) Government (b) Demand and Supply
(c) Both of these (d)  None of these
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According to Marshall-Lerner condition devaluation will improve the country’s
balance of payments if :

(@ e +e,<l1 (b) e +e,>1

() e =e, (d e +e,=1

The Absorption Approach was developed by

(@) Prof. Keynes

(b) Prof. Marshall

(c) Prof. Sydney Alexander

Exchange rate is the of one currency in terms of another currency.

(@) demand (b)  price

(c) supply (d)  All of these

Expenditure switching policies refer to policy.

(@ devaluation (b)  monetary

(c) fiscal d) (a) & (b)

In the spot market, the delivery of the foreign exchange has to be made usually

within .

(@) three days (b) 10 days

(c) 2days (d) 1 month

The current account of BOP consists of :

(@) trade of goods and services only  (b) unilateral transfers only
(c) both (a) and (b) (d) neither (a) & (b)
Fundamental disequilibrium in BOP refers to

(@ random variation in trade

(b) persistent and long BOP disequilibrium

(c) both (a) & (b)

(d) None of the above

means the simultaneous buying and selling of a foreign currency in two
markets in order to profit from the exchange rate difference between the markets.
(@ Forward market (b)  Arbitrage
(¢) Hedging (d)  Spot market
Composition of foreign trade of any country implies the composition of
(@) exports and imports (b)  visible exports
(c) invisible exports (d) services
The Second Five Year Plan was based on .
(@ Keynesian Model (b)  Mahalnobis Model
(c) Marshallian Model (d)  Hicksian Model
For convenience, imports of the country have been divided into broad
groups.
(@ one (b) two
(c) three (d) four
The full form of “OPEC” is

(@) Organisation of Petroleum Exporting Countries
(b) Oil and Petrol Exporting Countries

(c) Oil and Petrol Exchanging Countries

(d) Oil and Petrol Exporting Committee
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