Question Bank

International Economics

0.1. Multiples Choice Questions

Please, answer the following multiple-choice questions

1. When the value of the British pound changes from $1.25 to $1.50, then
(a) the pound has appreciated and the dollar has appreciated.
(b) the pound has depreciated and the dollar has appreciated.
(c) the pound has appreciated and the dollar has depreciated.
(d) the pound has depreciated and the dollar has depreciated.

2, Product methad of calculating national income is also known as;
a) Income method
b) Value added method
c) Expenditure method
d) Distribution method

3. A depreciation of a currency occurs when;
a) The value of the currency falls
b) The value of the currency increases
c) Inflation falls
d) The balance of payments improves

4. National Income differs from Net National Product at market price by the amount of:
a) Current transfers from rest of the world
b} Net Indirect Taxes
¢) National debt interest
d) il does not differ

5. A fall in the external value of a currency:
a) May cause an outward shift in the demand for the currency

b) May cause an inward shift in the supply for the currency
¢) May lead to a movement along the demand curve for a cumrency
d) May be due to an increase in demand for the country'’s exports

6. Net national product at factor cost is also known as:
(a) Net Domestic product
(b) Gross National product
(c) National Income
(d) Personal Income

7. National Income can be explaining from
(alG=C+I+Y
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5. A fall ko ibe external value of o currency:
aj Moy cause an outward shifi in the demand for the currency
Ty May couse an inward shif in the supply for the currency
c) May lesd 1o 0 movemend along the demund curve for a cwrency
dp May be due 10 an incresse in demand for the coumtry's exporns

6, Net national prodoct o factor cosi s also keown os:
{8) Nel Domestlc product
{by Chross Natkonal product
{e) Mational Income
{d) Personal Income

7. National Ineome can be explaining from
fapG=C+F+Y
MC=Y+I1+G
] FI=C+¥Y+0G
W Y=C+/+&

¥, The balunce of payments of o country records flows of money froam:
a)  Cheotos
b} Subsidies
€} GATT
d)  Exchange Crasrols

9. The immediate {two-doy) exchange of one currency lor another s 3
(nd Forwand transaction.
thl spot ransaction.
(€]  money transacteon.
(d) exchange tronsaciion,
(e daily transaction.

10, Which of the folbowing will cause the exchunge mie of a currency to go up?
g} A balance of poyments deficii.
by An nerease o investment Mows oo the country
o} An increase i the demand for impars,
d)  Specubation that the exchange rate will fall,

L1 Which of the following would cause i exchunge rote of a currency to go down?
a)  Anincrease in investment fows oo o country,
bj An increase in the demand for imporis
¢} Spoculation that the eachange rate will nse,
) Aninerease in the demand lor exports,

|2, FIM stands for
aj  foreign domestic investment.
b forelgn direc Bnervention,
c} foreign direct investment.
i Foretgn direct Bmermedim o,

|3, The e s
a) o weighted average of the cumrencies of EL member countrics.
b) & curmency, the value of which is determined by demnd and supply
) acumency that is only traded offshone.
d}  the virmency of EU member countrbes.

4, The exchange rate &
{ap the price of one currency relidive to gokl,
(b1 the value of o currency relative to inflation
(e} the chunge inihe value of money over lime.

{d} the price of one currency relative to another,
(e} all of the ahove

15, Exchange rates are determined 1
{0} the money marked
(b} the foreign exc
icy the sock markei.
(d) the capital market.
(e} both b} and (o) of the above.
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1.2, FIM stands for

o)  foreign domestic investment.
by foreign direct imerveniion
cj  foreign direct invesiment.
i forelen direct itermediation,

| 3, The euro ks

uj  a weighted average of the currencics of ED member countries.

b) & currency, the value of which is determined by demand and supply
e} acumency that s only traded offshore.

d)  the currency of ELN member countries.

I4. The exchange rue B

{a) the price of one currency relimive to galkd,
(b) the vilue of o currency relative to inflation.
{c} the change in the value of money over time.
(d) the price of one currency relutive 1o snother.
{ed all of the above.

15. Exchange rates are determined in

{u} the money mirkes,

{b) the foreign exchange market.
(c) the stock murket.

(d) the capital market.

{e}  baoah (b} and (¢ of the above,

16, When the vahue of the Bratish pound changes from $1.50 1o 51,25, then

(o) the pound has apprecised and the dollar has apprecaed,
(b} the pound has deprecinted and the dollar hos appreciated.
(] ihe pound has ppprecimed and the dollar has deprecimed.
{d} ibe pound has deprecinted and the doller has depreciated.

17, The balance of paymenis of o coumry reconds Nows of mooey fom

a)  miports aod expors and investment Tows,

by bmports and exporis and investinents lows and speculative fows,
c}  imports mnd exports and domestie demand.

d]  imports ond expons.

(). Please, answer of the following questions

L

L

0. Write a short note on

4,

What is National Income aceounting?

Wht influence agpregate demand of Money?

. Is the imporance of national income accounting in an economy?
. What Is balance of poyment? What mre its componenty?

. Define and distinguish spot, forward and swap transactions. What Is each likeby to be used

for?
Expiain the appreciation and depreciation of national currency?

Whu is balnnee of payment? Wiat ane is components?

Balance of Paymen

Morney Diermind

10, Forward Rate
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Q). Please, answer of the following questions
1. What is National Income accounting?

2 What infMuence aggregate demand of Money?

3. Isthe fportance of mbional ineome accouniing in an econonmy?

4. Wha Is balance of payment? What are ity companents?

5. Define and distinguish spot, forward and swap transactions. What 15 each likety to be used
far?

6. Explain the appreciation and depreciation of national currency ?

7. What {8 balunce of payment? What are is components”

Q. Wrile a shori note on
. Balance of Payment

9. Money Demund

16, Forward Rate

11. Corrent Accouri

12, Balance of Puyment

13, Price level

14. Domestic and foreign ranes

15. Vehicke currency

16, Spod Rone

17. Internaticnal Market ployers (Actors)
18, Aggregate demund vs real income
1%, Price level s price index

20, Finaneial Accoum

0. Please, answer Uhe following Essay question
21. Why would it be useful to examine o country’s balance of payments dutn?

22, Why wiould if be wseful to examine o country”s balance-of-payments data?
23, Expluin the role of Nstional Income in open economy !

24, Explatn the importance of fixed wnd forwand mies in expon,

25, Explain how to compuie the overall balance amld discuss iis significance.

26. How are foreign exchange tnsactions betwoen intemational hanks settled?

27, What decishon should take by economy in appreciition amd deprectation of currency”

(.28, Explain graph with sultable exumple ...

L

R

s cum
e
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4. Balanee of Puyment

. Money Demond

10, Forward Rate

11. Corrent Acoount

12. Balance of Pryment

13, Price level

14. Domestic and foreign raies

15. Vehicle currency

16, Spod Rute

17. Internutional Morket ployers [Actors)
18, Appregate demand vs real income
19, Price level vs price index

201, Financial Accoonm

0. Please, answer the following Essay questhon

val) [5G
o, G

21 Why would it be useful 1o examine 8 country’s balunce of payments dun?

22, Why would it be useful 1o examine o country’s balance-ofpayments data?

23, Expluin the role of National Income in open coonomy T

24, Explain the impetance of fixed and forwand mees in expor.

25, Explain how to compuie the overall balance aml discuss ns sigmficance,

26. How are foreign exchonge tmnsscrions hetween international banks setiled?

al 61% =

27, Wh decision should rake by economy 10 appreciition and deprectanion of currency’”

(.28, Explaln graph with sultable example ...

(}.2%. Explain graph with suitable exnmple

L iiil

—
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|

.30, Explain the Graph with suitable example

().31. Expluin the Graph with suftable exn
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1, Distinguish between Inter Reglonal and Inter Mational Trade,
Tha main differences are factor immobility, natural resources, different Markets,
different currencigs. The trade between different countries |s called Intemational Trade
and rade between different regions of the same country is called Inter-regicnal trade.

2. Give the meaning of Absolute Cost Advantage.
Every country should specialize in the preduction of the net commodity which | can
produce more cheaply than others and vise versa.

3. What is comparative advantage?
According w0 Ricardo sach country will specialize in the productien of those
commodities In which # has the greatest adwantage or the least comparative
disadvantage,

4. Defina Tha Labour Theory of Value.
According o The Labour Theory of Value labour is the single factor in determining
cost of production or relative values of the product.

5. Write the name of the book written by Bartel Ohlin.
*“The Theory of Inter-Regional and International Trade"

6. What is Factor Endowmeant?
Tha richness In the availability of factors which keep factor prices vary low is called
Factor Endowment. It is the abundance of lactors.

7. What is Leontie! Paradox?
This s anti thesis or an exemplion (o factor Endowment theory where by labour
abundani countries exporting capital goods and capital abundant countries exparing
labour iMensive commodities.

8. Whal is reciprocal demand?
It is the mutual demand for the goods of respective countries involved in trade, For
example American demand for Indian goods and Indian demand for American goods.,

9, Define terms of Trade.
The terms of trade explains the conditions under which international trade lakas place.
It explains the benefits from trade, the terms of trade are the ratio of exports o
imports,

10. Mention any thres faciors determining tenms of trada.
a. Mawre ol Products- prmary products or manufacturing.
b. Elasticity of demand or reciprocal damand.
. Ability to find domestic substitutes for foreign goods.

11.What is Free Trade Policy?
According to Adam Smith Frea Trade Policy refers o situation where there is no
difference between domestic goods and foreign goods and no encouragement to

2

domestic goods and discriminatory policy on forelgn goods. In general free trade
policy represents free movement of goods and services between the countries without
any rastrictions.

12, Mention any three benelits of free trade.
Wider markets, prevents monopalies, maxmum consumer satisfaction and optimum
utllization of resource.

13.What is protectionism?
The term prodection refers (o a policy where by domaestic industries are (o be protecied
from foreign competition. It refers to a typs of commercial policy représent more
restrictions on foreign trade.

14. Giva the maaning of Infant Industry Argument.
Infant industry refers to newly established Industries. They do nol posses abllity to
face foraign firms. Tha protection given to such industries from foreign giant firms |s
called Infant Industry Argument, Nurse the baby, protect the child and free the adult.

15, What is anti dumping?
The foreign goods dumped to domestic markets at vary cheaper rates to gain market.
This will affect price competitio . Therefore to avoid the dumping of
cheap forsign commodities to mimant imposa huge tanffs or put
quantitative resthction,

16.What is pauper labour argume
The inflow of labour inlensive abour abundan! countries dastroys
higher wages and job opporunities in capitalistic counwies. Therefore o protect
domestic labour from cheap [abour countries is called pauper labour argumant.

4F LAl mees bmeiHe )
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