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THIRD SEMESTER M.A. DEGREE EXAMINATION, DECEMBER 2014 
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Economics 

ECO 3C 09-INTERNATIONAL FINANCE SYSTEM 

Time : Three Hours Maximum : 36 Wei~htage 

Part A 

Answer all ques tions. 
Each bunch o/four ques tion carries weightuge of 1. 

A . Mulliple choice : 

1 Under the gold standard, lh e inflow of go ld lo trade 1:iu rplus country will lead to : 

(a) Increase in export.. 

(c) No changes in export . 

(b) Decrease in export. 

(cJ) Decrease in export. 

., 

2 If a country h as deficit in the balance of current account, t hen balance of capital account will 

be: 

(b) Zero. 

(d) None of the above. 
(a) D eficit. 

(. c) Surplus. 

3 Under a system of flexible exchange rate system disequilibrium in BOP corrected by : 

(a) Devaluation. 

(c) Tax. 

(b) Increase in money supply. 

(d) None of the above. 

4 The absorption approach of BOP was formulated by : 

(a) Sidney Alexander. (b) Marshal. 

(c) Lerner. 
(d) Friedman. 

B. Multip\e choice : 

5 Exporters can reduce their risk l;>y : 

(a) Hedging. 
(b) Arbitrage. 

(d) None of the above. 

• 

• 

(c) Speculation. 
k ---the amount of dollars in the foreign 

6 An increases in Indian exports to foreign mar ets 

exchange . 

(a) Decrease. 

(c) Constant. 

(b) Increase. 

(d) None of the above. 
Turn over 
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7 An mcrea1-w in th t; current acc1J unt ddiut wi ll place ---- pre:ssure: on the home cu rrency 

vc.duc, oth,~r thingH e:q ua l. 

( a ) Downw a rd . 

(c) Upwa rd or d()wnw anJ. 

(bJ Upward . 

(dJ No. 

8 Th o purch aH ing powe r parity th eory was form ulated by: 

(:..iJ nu s Lr.iv cnsHld . 

( c) Ri ca rdCJ . 

C. Fill in Lim bla n lrn : 

(bJ Ma rs hal. 

(d) KrUt,rm a n . 

9 S imu ltaneou s liu y in1~ a nd sidlin g of curnmcicH iH known as --- -

10 Deva lu ation will improve ti Hi 1301' wh r:n elas t icity of cJemand of export and import equal to 

11 Spot a nd lor·wnrd 11 wrket nrc linkcd by -

12 Th" Eu ropt•n11 c1 •n l m l hunk eHLalJliHli cd on 

D. S tate Tru e nr F 11 1.9<.: : 

13 The Drctton Wood sys tem brokcdown in 1970.9 d ue VJ USA'B tracfo defi cit . 

14 Arbitrage is mea nt for profit makin g. 

15 The va lue of the US dollar , Kuwat dina r with r 1.:spect to th e India n Rupee a re pa rt of a pegged 

excha nge ra te sys tem . 

16 The higher degree of capital mobility, the more effecti ve F iscal policy. 

Part B (Short Answer Questions) 

Answer any ten not exceeding one page each. 
Each question carries a weight of 2. 

17 Write a note on optimum currency area . 

~8 
19 

r20 
/21 

~2 

Discuss the merits and demerits of fl exible exchange rate system. 0 

What do you mean by exchange rate overshooting. 

bistinguish between Future and Forward markett1-' 

Write a short note on J curve effe ct. f 

Distinguish between FIi and FDI. ~ 

~3 Write a short note on Arbitrage . ,. 

✓•~4 Discuss the major sources of BOP disequilibrium. g 

/ d5 Dis tinguish between_ Exchange depreciation and Devaluatio~ 

~ 2~riefly discuss the disadvantages of MN Cs. t, 

( 4 x 1 = 4 weightage) 

·• 
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2i BriPfl y d1:-,ru:-~ Eurnpt•.m IIHlnl'lar~ intt•gr.1ti,,n 

28 \\'11\ -.huuld 111, l·-.. tur-. b,· ,d1 l1· lo g.1111 tr,1111 UIH<h t·n·d rnterest arbitrage . 
. ~ 

~9 BriP f1 y d,~cu-.. :-; da:-,ltr it~ ,lusorptwn npproarh to BOP 

30 Whut implH 11l1on dol'" cur rl'ncy pa!--.. t lt rnugh han· for c1 na tion who~t• curre ncy d epr eciat ed 

or dt·, .d u11 t1•d 'l '-' 

Port C (Ef.soy Ques tions\ 

Answer o. 11y thrcP 11 111 ,,;ru•"dwg tbr<:'e page~ 
Eoch (J tu •:, linn rt1 rr11,. <1 u Pl,!hl nf ~ 

a1 Oi:--t \1 :-i:< llw l' \ll" fl' llt 111t1·rt lll t1 011 11 l ll l fl llf' l a r y tJffl l(•m 

t 10 x 2 = 20 weightage) 

::n \Vh(1t do you 11wt1 11 hy BOP dt!il' rp1d,l ,ri 11m ,, IJ1 , cu• ., 1-xpendaurr c;;w1tch ing policies an d 

l'X\Wndit un..' c-hnn~inµ policil' i-i . 

33 Dist u:-s l\ludcl-1.<'kming mode l. 

3-1 Disrnss th l' nwrit s nnd de merits of fi xed r·xch angr· rav system 

v 35 Discuss the importance of MNCs in l hP Ind 1nn nonomy 

36 H ow does monetar y approach diffe r from expendi tu r e: changrng app roarh ? 

3 Y 1 = 12 w e if,!htage ) 
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