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Explain in brief: (1) Calculation of forex rates (2) Features of Euro (14)
Currency.

OR
Explain in brief: (1) Fixed Exchange Rates (2) Flexible Exchange (14)
Rates.

Explain Purchasing power parity theory. (14)
OR

Explain Modern theory of forex rate determination. (14)

Describe the balance of payment problems of India. (14)
OR

Describe the various components of balance of payment account? (14)

Discuss about the causes of disequilibrium in the balance of payment (14)
account?

OR
What measures can be taken to reduce the deficit in the balance of trade (14)
account?

State whether the following statements are true or false (14)
1. Movements in exchange rates are given utmost importance in

foreign markets.

2. The Euro Market began with Euro Currency.

Cross rate is found out through a common currency.

4. The difference between thé value of export and import of
merchandise is called balance of payment.

5.  Libor is a foreign currency.

6. The balance of payment consists of current account, capital
account and reserve account.

7.  Any increase in revenue from tourism helps improve the balance
of payments.

8.  Supply of foreign currency is influenced by size of import.

9.  Tarapore Committee was formed to remove disequilibrium in the

balance of payment account.
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The gold standard is a new system of fixed exchange rate
regime.
Forward Rate is applicable to Forward Market Transactions.
In global foreign exchange markets the currencies are quoted
against the US dollar.
The inflation rates prevailing in two countries affect the
exchange rate between the currencies of those countries.
Interest rate parity theory is a link between the exchange rates
and the interest rates.
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