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UNIT 1 : THEORIES Of INTERNATIONAL TRADE

International Trade (€) Economic ey
1. International Trade ijg the ex- privileged cq
changeof between coun-
triesand involves greater complexity

ploitation of under
untries,

(d) Opening up of new markets

compared to Internal Trade., Li’;‘;ts gzss'roadenmg the prod-
(a) Goods
(b) Services Theories of International Trade
(c) Resources 4. Which of the following holds that
(d) All of the above a country can increase its wealth by

encouraging exports and discourag-

2. Which of the following does not ing imports?

represent a difference between in-

Capitalis
ternal trade and international trade? @) C2Pitalism

) ] (b) Socialism
(a) transactions in multiple curren- "
cies (c) Mercantilism

(b) homogeneity of customers and (d) Laissez faire

currencies 5. Which one of the following is the
first theory of International Trade

that emerged in England in the 16th
(d) none of the above . P

3. Which of the following is NOT the (a) Mercantilism
benefit of International Trade? (b) Absolute Cost Advantage Theory

@) i is.p o“r-ei"fu] stimduluitﬁbzftl:; (¢) Comparative Cost Advantage
nomic efficiency and co Theory

o R . (d) Product Life-Cycle Theory
(b) Efficient deployment of produc-
tive resources to their best use.

(c) differences in legal systems




9.2

6. Which theory suggested that the
wealth of a nation consisted of gold
and silver only?

(@) Mercantilism
(6) Absolute Cost Advantage Theory

(¢) Comparative Cost Advantage
Theory

(d) Product Life-Cycle Theory
7. Which of the following is NOT an
assumption of Absolute Cost Advan-
tage Theory?

(a) There are two countries.

(b) There are two commodities.

(c) The commodities are heteroge-

neous.

(d) There is only labour Cost of Pro-
duction.

8. Who propounded the theory that
a country should specialize in the
production of goods for which it
has an absolute cost advantage and
then trade these goods for goods
produced by another country?

(a) Adam Smith
(b) David Hume
(c) Heckscher and Ohlin
(d) Ricardo
9. The theory of absolute advantage
states that
(@) national wealth and power are
best served by Increasing exports
and decreasing imports
(b) nations can increase their eco-
nomic well-being by specializing
in the production of goods they

produce more efficiently than
anyone else.

(c) that the value or price of a com-
modity depends exc] usively on the

INTERNATIONAL TRADE

amount of labour going jp, .

production and therefore O itg

prices will be the same Clor
(d) differences in absolute adv:
explains differences in factop o
dowments in different Counui?:
10. Which of the fullow-ing theigs :
advocates that countries shmﬂe;
produce those goods for ich i
has the greatest relative advamage?

2

(@) Modern theory of intemational
trade

(b) The factor endowment theory

(¢) The Heckscher-Ohlin Theop‘\:

(d) None of the above

11. Given the number of laboyy
hours to produce cloth and grain in
two countries, which country shoylg
produce grain?

Labour Cost (hours) for production
of one unit

Country A| Country
- B
Cloth 40 80
|Erain 80 40 .

(a) Country A

(b) Country B

(¢) Neither A nor B
(d) Both A and B |

12. According to the theory of com-
parative advantage

(@) tradeiszero-sum game so that the

net change it wealth or benefits
among the participants is zero.

(b) trade is not a zero-sum game SO
that the net change in wealth or
benefits among the participants
IS positive



(¢) nothing definite c
about the gains from {
(d) gains from .

ade de
factorendgwmema q ndg Upon

Ndutilj,, .
13. Giventhe Numbe,- l.lllrl':ldlmn
to produce wheat Fice .“‘(;urs
coﬂntﬁ.es and that these Count -
cpecialise and en age in trade thes
relative price of 1. What w; be tha
gain of country X3 3
Labour Cost (hours) g,
of one unit

Esai
Fade d

x Productioy,

Country Y
(@) 20 labour hours
(b) 10 labour hours
(¢) 30 labour hours

(d) Does not gain anything

14. Assume India and Bangladesh
have the unit labour requirements
for producing tables and mats shown
. in the table below. It follows that:

" Labour cost (hours) for production
of one unit

f India Bangladesh—
] Tables 3 8
ﬁ/lats 2 1

(a) Bangladesh has a comparative
advantage in mats

(b) India has a comparative advan-
tage in tables

(c) Bangladesh has an absolute ad-
. vantage in mats

€
(@) All the above are tru :
15. Comparative advantage refers to

: Titv to produce
(@ a Do f,ras:;lﬂeatmemwest
m -

[

IN ;
TERNA I"I()NA[. TRADI‘

POssib) o
Ossj € cost
COuntrje, u’mparc:d 6 other
(b) 4 CoOUntry abil;
4 o 8 1
: at 2 .
porl.l.lnlty cust lhr a (JWLF
Countrieg. ° N othey
(c) Choos;
()Sll’]g a ro
Which g0 Produ

) Clive me
b Usesg Minjm thod
abundap; fact

or UM of the
(d) (a) ang (b)

1 abr)ve
6. Ricardg expla;
COMparatjye 5q ned the

e l‘aw of
asis of

*dvantage on the

(a) Opportunity Costs
(b) the law of g;

Minishing returns
(c) €CONomijes

of scale
(d) the laboyy theory of yajye
17. Which theg

d capital, So-called factor en.

a determinant of
(@) Theory of Absolute Advantage

(b) Theory of Comparative Advan-
tage

(c) Heckscher—()hlintheory oftrad:
(d) None of these '

18. The theory given by Swedish
economists “Eli Heckscher and Ber-
til Ohlin” is also known as:

(a) The Heckscher — Ohlin theory of
trade

(b) Factor - Endowment theory of
trade

(¢) Modern theory of trade
(d) All of the above

19. Michael Porter h2s

ur attributes as » Which
f:;tionnl z{d"a:t‘:g;a;t of these four
fo]low'ing is I

attributes?
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(a) Factor Endowments

(b) Silver conditions

(¢) Related and Supporting Indus-
tries

(d) Firm’s Strategy, Structure and
rivalry

20. Who has propounded “New
Trade Theory” in the 1970’s?

(a) Paul Krugman
(b) Norman

(¢) Dixit

(d) All of the above

21. Which theory argues that trade
leads to cost reduction and product

variety. Also, a firm enjoying the

Tariff : Forms and Effects

23. Protectionism is a State policy
aimed to protect domestic produc-
ers against Foreign Competition
through the use of in-
struments.

(a) Tariffs

(b) Quotas

(¢) Non-tariff trade policy

(d) All of the above

24. refers to opening up
of domestic markets to goods and
services from the rest of the world
by bringing down trade barriers.

(@) Trade liberalization

INTERNATIONAL TRADE

1%
“first mover advantage” can capture .
economies of scale earlier than jig lg) 9
rivals? [b) c

(a) Product Lifé Cycle Theory
(b) New Trade Theory
(¢) Factor Endowment theory 1
(d) Absolute Cost Advantage Theory
What is the title of the book
published in 1817, in which David |
Ricardo explained the Comparative
Cost Advantage Theory? 3
(a) The Wealth of Nations :
(b) “Principles of Political Econ0m¥
- : Ji .
(c) The effect of Foreign Trade g
(d) The Leontief Paradox -

= -

22,

25. A specific tariff is |
(a) atax on a set of specified imp
ted good.
(b) an import tax that is comi
all goods imported durings
period <, NE
(c) a spe?iﬁ'éd fraction
nomic value of an
(d) a tax on impo
amount of curr
the good

(b) Trade Globalisation ‘:_-,- o

-

(c) Trade Privatisation
(d) LPG

- 4\ {adan




1. Tariff can be based on

(@) Quantity only

(b) Value of Import

) Quantity and/or value

(d) None of these

28.Whena specified amount of tariff
is charged per unit of the product
(egr 3 1000 per tonne of cement),
then it is categorised as

(a) gpecific Duty

(b) Ad valorem Duty

(c) A Compound Duty

(d) Value Duty
29. Tariff levied as a percentage of
value of product is termed as
(a) Specific Duty
(b) Fixed Duty

(¢c) Advalorem Duty
) A Compound Duty

he tariff rate is T500 per tonne
plus 10 per cent of the value of the
product imported. This type of tariff
is termed as

" (a) Fixed Rate Duty
(b) Variable Rate Duty
(¢c) Ad valorem Duty
(d) Compound Duty

31. What is disadvantage of specific.

tariff which is the fixed amount of

money per physical unit or accor
ding to weight?

(a) It discourages the import.

(b) The Government revenue remains
Unchanged irrespective of change
in value of product.

(¢) Tt is difficult to calculate it pre:
cisely.

(d) None of these

INTERNATIONAL TRADE

32.At oy
s vﬁu?ffu:: i:-:p: Percentage
Al Tted good g
(a) preferential tariff |
(b) ad valorem tariff
(c) specific tariff
(d) mixed or Compound tariff

33.Which of the folle
win
RECT about ad valoremﬂi:ﬁN?COR-
(a) It is levied as a f :
S a fixed percent
of the value of th o
el ¢ tradedlco‘m-

(b) l't‘preserves the protective value
of tariff an home producer,
(¢) It is similar to specific tariff.

(d) Ttis one of the widely used across
l-hC w()rld. Voo

34. The Government has imp
tariff as under:

Z 3000 on each solar panel |
per kg on the battery.

What is the type of tariff? =
(a) Specific Tariff e
(b) ad valorem Tariff
(¢) Compound Tariff
(d) Technical Tariff ;

35. is calcula

basis of both the value of th

ed goods (an ad valo

a Unit of measure of t

goods (a specific duty)-
(a) Compound Tariff
(b) Ad valorem Duty
(c) Technical Tariff
(d) Tariff Rate Quol_.

6- / .
?mport tariffs:
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promise to impose on imports from
other members of two WTO. Unless
the country is a part of preferential
trade agreement.

(@) MFN

() MTN

(¢) CFN

(d) CTN
37. Escalated tariff refers to

(@) nominal tariff rates on raw mate-
rials which are greater than tariffs
on manufactured products

(6) nominal tariff rates on manufac-

tured products which are greater
than tariffs on raw materials

(c) a tariff which is escalated to pro-
hibit imports of a particular good
to protect domestic industries

(d) none of the above

38. What is the type of tariff which is
setso highthatno imports can enter?

(@) Restricted Tariff
b) Prohjbitive Tariff
(c) Anti-Dumping duty
(d) None of these

39. Dumping occurs when manufac.
tures sell goods in a Foreign country

(@) Below the Sales
domestic market,

(6) Below their fy
the product.

prices in thejr

II average cost of

1S

43. Which of the following |
(€) Free of cost Outcome of tariff, f
(d) Either (a) or () (@) Create obstacles to tradp
40. Dumping ininternati | increase the vol f im
. , lonal trade, and oy olume of im
LW, Ports . * || NI
(@) fair (b) Do_mlesticlcons“n-l.ers_ i
(b) unfair

IONAL TRADE

(¢) good
(d) none of these
41. Anti-dumping duties are

(@) additional import dutjes so
to offset the effects of expcrt'as
firm’s unfair charging of pri 8
in the foreign market which

- lower than production COstg.

@

(b) additional import duties S0
to offset the effects of exportj
firm’s increased competitiven,

due to subsidies by governmeng
(c)

additional import duties SO ag
to offset the effects of exportj
firm’s unfair charging of lowep

prices in the foreign market.
(d) Both (a) and (c) above
42. A countervailing duty is

(a) atariffthataim to offset artificial.
lylow prices charged by exporters
who enjoy export subsidies and
tax concessions in their home
country,

(b) chargedby importing counn.'ies-'.

eénsure fair and market-orient
pricing of imported products,

charged by Importing countri
protect domestic industries :
tirms from unfajp priceadvant
arising from subsidies, -

(@) All of the aboye

(c)

Sumer Surplus becay



ers must now pay only a lower
price for the good.
ourage domestic consumers

pisc
oods and encourage consump-

fion of domestically produced

import substitutes.

[ncrease governmentrevenues of

the importing country by more

than value of the total tariff it

charges.

44, Atariffon imports is beneficial to

d olmestic producers of the imported

good because

(a) they geta part of the tariff reve-

nue.
(b) it raises the price for which they
' can sell their product in the do-
mestic market.

fe) it determines the quantity that
I can be imported to the country.

; it reduces their producer surplus,
" making them more efficient.

45. Which of the following is not the
effects of Tariff?

" (¢) By making imported goods more
i expensive, tariff discourage do-
mestic consumers from consum-
ing imported Foreign goods.

loss in consumer surplus.

(¢) Tariffs create trade distortions by
disregarding comparative advan-
tage. '

(d) Tariff decreases the government
revenues substantially.

46. On import of goods, which of the

following is levied?
(@) CGST
(b) SGST

e from consuming imported foreign -

(b) Domestic consumers suffer a:

INTERNATIONAL TRADE

97
(¢) UTGST

(d) IGST

Non-Tariff Measure§ (NTMs)

Complex docufne : :
n e

ments | e qumm' Ire-

Import quotas on specific goods

Countervailing dut; -
2 . g duties Cbarg
Importing country edby

Pre-shipment product Inspection
and certification requirements

48. No-n-tariff barriers () W -
include all of the follc b (NTBs]

(a) import quotas o AR
(b) tariffs |
(c) export subsidies

(d) technical standard .
49. SPS measures and

(d)

(b) may result in loss
advantage of dey
tries.

(c) increases theco
to the exporti

(d) All of the above

50. m

refer to product
such as characte
uct, technical
production processs
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51. Which of the following is NOT a (b) a country permits #an impm‘l of

. inited quantities g lowr ..
component of Technical measures ::fl'”¢ Ilnlv Il.mcl hlll}it.:l';n tullwp;“lt"
=00 T : sures? it . } : Bk eae
under Non-Tariff Measure amount 10 a much highes rm,.u.lhh i
1) Import Quota _ v iariff e ohanaa it
{ j l - , Pindiic (¢) lower Imllllba..hmgu.lInu”wnm
(£) Characteristics of the Produc . i“,pm--m;;lIl‘ﬂll‘i“‘““““VW"iL'hi
(¢) Technical Specifications given preferential ealmen. . 5":
W " 3 = ‘
() Production Processes (d) none ol the above. A I‘
= - ol i
52. Which of the following is/are an  gg is a total ban im.
example of Technical Barriers To posed hy‘g(wm'rmwnl O impu,-t o (
Trade (TBT)? export ol some or all t'-ul'l'llmadl”e‘ (
articular country or ye ,
(@) Food Laws Lo pai “i ular ' -I"yi . ﬂ!lmﬂ fop (
| lard a specilied or indelinite Periag,
b) Quality Standarc _
i h PR e S (@) Embargos ol
(¢) Orgahic Certification & Eco- e |
3 - . o I NEL
labelling (b) Anti-Dumping
v o PO
(d) All of the above (c) SPS

53. Which of the following is NOT  (d) TBT .
an example of Sanitary and Phyto sl extreme
Sanitary (SPS) measures of NTM? form of trade barrier. This may he
(@) Prohibition of import of poultry  done due to :

e i
from countries affected by avian (@) Political Reasons i
flu.

57. An Embargo is the mo

] (b) Health Reasons
b) Residue limits for vesticides in _ iy _

©) foods : l (¢) Religion Reasons
(¢) Organic Certification (d) Any of the above

(d) All of the above

54. Which of the following is not 2 E_xpp_rj -R?_Iat_ed.. _Mgasures

measure of Non-Technical meas-
ures?

e

58. Voluntary export

restraints in
volve:

(a) Import Quotas (a) animpm‘ling country vuluntn'ﬂ

anitary (SPS) restraining the quantity of good
that can be exported into

ek country during a specified

' ‘ ol time,

(d) N0n~automatlc Llccnsing and

(b) Sanitary and Phytos
measures

(¢) Price control me

iR (h) domestic firmg agreeing to lim
ERbke the quantity foreign produe i
o 3 ate quota, in thejr domestic markets,

a) countries Promise to jm 08 B i : ol
tariffs on Imports from memli)e:": % ::Sﬁf(l;ﬂf'lmghmumry V-‘?l '
other than thoge who are part of i T B
a preferentig] trade g -

Ereement,




hat can be exported out of a
.;oumrvdurinxa specified period
of time.

gantitative restrictions imposed
() qv the importing country’s gov-
mecnl
chofthe following is the form

:? whlm Subsidies and lncenlives?

(a) Grants
(b) Loans
© Equity Infusions

@ All of these
. Anexport tax is a tax collected on
red goods. It may be

xonomy of Regional Trade
sements (RTAs)

_ are defined as group-
g of countries, which are formed
vith the objective of reducing
barriers to trade between member
countries.

(a) Regional Trade Agreements

(b) Restrictive Trade Agreements
(¢) Geographical Trade Agreements
(d) Common Trade Agreements

63. has a group of coun-
tries that have a free Trade agree-
ment between themselves and may
apply a common external tariff to
other countries. =i

(@) Trading Centres

~ (b) Free-Trade Area

INTERNATIONAL TRADF,

(@) specific

(‘) C“hﬁl’ (a]m-u,)

(d) always fixed

61. Dugm'hmh'

market,
Of Onion, -

ted the export
related me
s cnbe

(a) Ban'on Exports
(b) Export Taxes

(¢) Export Subsidies
(d) Voluntary Export Restea

=

(¢) Trading Bloc
(d) Common cet

a group of countries
all tariffs on trade am
but maintain a cor
tariff on trade with cc
the union.
(a) Common Ma ki
(b) Customs Marks
(¢) Common Unic

(d) Customs Unic
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(¢) Common Trade Area
(d) Unilateral Trade Agreements

66. Which of the following is a type
of Regional Trade Agreement?

(@) Unilateral Trade Agreements
(b) Bilateral Agreements

(c) Free-trade area

(d) All of the above

The General Agreement on
Tariffs and Trade (GATT)

67. The General Agreement on Tariffs
and Trade Covers tradein

(a) National, goods

(b) International, goods
(c) Nationa]-, Services

(d) International, Services

68. The GATT lost its relevance by
the -

(a) 1975
(b) 1980
(c) 1982
(d) 1985

~ 69.What is the reason behind losing
& its relevance by GATT by the 1980’s?

() Substantial Expansion of inter.
3 national investments.

(6) Non-coverage of intellectual

property rights and trade in ser
vices by GATT

(c) Ambiguities. in the multilateral
System '

(d) All of the above
70. Choose the correct statement.

(@) The GATT was meant to prevent
exploitation of poor countries by
richer countries,

INTERNATIONAL TRADE

(b) The GATT dealt with (r; | AW
goods only, while, the W-i%l“ in b
ers services as well ag intef]w e 1

tual property. ec. 7 d

(c¢) All members of the World T, ( 2)

Organization are requir

avoid tariffs of all types. °d 1o (b)

(d) All of the above (Z;

_ ; d
The Uruguay Round and y, | i
Establishment of WTO /-;

.
71. Which of the following Culm, @

nated in the establishment of the
World Trade Organization?

(a) The Doha Round
(b) The Tokyo Round
(¢) The Uruguay Round
(d) The Kennedy Round

72. The World Trade Org
(WTO).

‘(a) has now been replaced by
GATT

(b) has an inbuilt mechanis
settle disputes among mem

(c) wasestablished to ensure freeat
fair trade internationally.

(d) (b)' and (c) above

73. Which of the following is NOT¢
part of key objectives of the WE

(@) To restrict international
(®) To provide a forum for
ing and monitering
liberalization. _
(¢) To resolve trade disputes
(d) To increase the transnai

demsion-making



74 Wnrld'n'lde Organisation (WTO)
setupon replacing
‘;:-’ General Agreement on Tariffs
:nd Tt'adc.

(@) 1st Janual
of January, 1093
1995

v, 1990
AR
(¢) Ist Januarly.

(d) None of these
75. The headquarters of WTO is in

(@) USA

(b) Qwitzerland

(¢) Australia

(d) Germany

76. Indiaisa of World

Trade Organisation.

(@) Temporary members

Standing members

(c) Funding members

' (d) Not a member

" 77. Which of the following is cov-

~ ered under protection of intellectual

properties (TRIPS)?

(a) Copyrights, Trade Marks and
Patents,

(b) Geographical indications, indus-
trial designs and patents.

(¢) Layout designs of integrated
circuits and undisclosed infor-
mation (i.e. trade secrets).

(d) All of the above.

78. The WTO accounts for about
of world trade.

(@) 50%
(b)) 70%
(c) 85%
(d) 95% 4

INTERNATIONAL TRADE

911

::p“'i".l deci.
H

79. The W'roo.
slon-making bod;
which can take

ters under a -"u
trade aﬂmn:n::{: the Multilatery)

(a) Ministerial conference
(b) General council f

o i

(¢) Goods council i 4' .

(d) Services council e
and el 3o -Ralih

property council W e

80. The Ministerial e

top decision makin body of 1 ik
meets at least y ‘ 10,

decisions. '_'_':'

(a) Once every year
(b) Twice every year
(c) Once every two yea ;
(d) No such fixed

81. Which of the follo
I'ESPOI'ISible for overseein
mentation of the WTO a

(a) Ministerial Conferes
(b) General Council

(c) Goods Council, Se
and Intellectual Pr

(d) All of the above

82. Which of the fol
several times a year
headquarters?

(a) Ministerial Conf
(b) General Cour <
() Goods ""'"-:I
(d) &l’\dﬂ; ”_'“.:\
sa. m X
Council

f'-,'.l_:.-\'-
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(@) Director General of WTO
(@) Both (@) and (b)

agreements?

(@) Non-Discrimination
(5) Fair Competition
() Restricted Trade

(d) Predictability

(@) equality of treatment of all mem.
ber countries of WTO in respect
of matters related to (rade

(b)

favour one, country, you need 1o
tavour all in the same manner
(¢) every WTO member will treat
all its trading partners equally
without any prejudice and dis-
crimination

_(d) all the above

86. The ‘National treatment’

: prin-
ciple stands for

(@) the procedures within the WTO
.~ for resolving disagreements
about trade pol icy

among coun-
- tries

€ principle that imported prod.-
ts are to be treated no worse

the domestic markel than the

tported products
réated no worse jn
arket than the [oc

are o be
the domestic
al oneg

Iported products should have

€ common

INTERNATIONAL TRADE

84. Which one of the fnlluw‘lug ‘In
NOT the guiding principles of WT0O

. "the | o i
85. The essence of ‘MEN principle’is 88. Which of the follow ng is

( 90. The A ce -
- Same tariff, no matter where Clothing rpmeatenly
€y are imported from (@) tdadiE w
Cer @) provides that textile trade shi
unc'l tariff’ refers to; - be deregulated gradually
lubbing of tariffs of different tariffs shoulq be increz
‘ommodities into on

() the lower limit of the

1ariff bejey, (I
which a nation canneg be Laxiy,
s Imports &

() the upper limit on the tariff that (i
acountry can levy on g Particyfy,
pood, according 1o jgy COmmjg.
ments under the GATT and W

() the limit within which (he Coup. !
try's export duty should fa)) 50 thay

~there are cheaper exXports 91

As

for “Free-Trade” princi ple of wWro) Ri

() Member countries to ”—'dlme ' “

tarilf and non-tariff barriers Loy
encourage free-trade.
(h) Quantitative restrictions

dare pro-
hibited,

(¢) Developing and other Countrieg

facing difficulties in thejr balance

ol payments are allowed 1o reduce

trade barriers gradually,
(d) All of the above

89. The Agreement on Agriculture
includes explicit and binding com-
mitments made by WTO Member
governments

(a)

on increasing agricultural n
ductivity and rural development,

market access and agricul
credit support.

(b)

(e)

market acce

ss, domestic suppe
and export

subsidies, !
market access, import subsid
and export subsidies

(d)



b) replaced the MLLIti—FiberAIn;ng-
ment (MFA) which was prevalent
since 1974

granted rights of textile export-
ing countries to increase tariffs
to protect their domestic textije
industries

(c)

stipulated that tariffs in all coyp,.
tries should be the same

91. The Agreement on Trade-Relate d
Aspects of Intellectual Propbrty
Rights
(a) stipulatesto admim:gter a system
of enforcement of intellectya]
property rights

(d)

(b) provides for most-fa\,-om.ed_na_

tion treatment and national treat.

. ment for intellectual propertjes

8) mandates to maintain high levels

& ofintellectual property protection
by all members

(d) All of the above

~ 92. Which of the following agree-
~ ments aims to prevent Standards
and Conformity assessment systems
from becoming unnecessary trade
barriers by securing their trans-
parency and harmonization with
international Standards?

(@) Agreement or Agriculture
() Agreement or SPS

(¢) Agreement on Technical Banjers
& Trade (TBT)

(d) Agreement on Trade Related
Investment Measures.

93. relates to simplifica-
tions of administrative procedures

and to ensure their fair operation so
that import licensing procedures of

ifferent countries may not act as
rade-barriers.

O U
Lodlis alied e i

INTERNATIONAL TRApg

" Agreements on R, K
(b) Agreeme ton €s of Oﬂgm -
Procedures Port Lieensin
(C)l Agreemem i g
(d) Agreemen guj‘cu-*ds
4. TPRM Standgs , e-ln-sen,im

(C) Transparent : 3
-Mechanigp, Practl;es Re-glll'atgry
(d) None of these

(a) Trade Pol; Int, R
ris R ema“DHHIMeclrzq o

(b)

Trade Related Investm Ay
Sl | eg

(c)

Transparent
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(c) affest both de veloped and devel-

oping countries equally.

(d) affect none as they increase world
trade and ensure prosperity to all.

98. The most controversial topic in

the Doha Agenda was

(a) Services trade

‘(})J Market aceess

() Agriculture trade

(d) Geographical problems

9.10 G20 Economies : Facilitat-
ing Trade

99. Which of the follow
member of 20>

ing is NOT a
I"(U ,“J!JI'-

(b) J.-’q;i;ﬂ

(c) Australja

(a) USA
(d) Pakistan (b) Britain
100. When was G20 established? (¢) France
(a) 1985 (d) Canada
(b) 1995 105. Which co
(c) 1999

(d) 2000

101. Which of the
Organised the re
in 2023>

(@) Osaka

f'ﬂllowing has
cent G20 submit

The Exchange Rate Regimes
106. A Foreign Currency transaction
isa transaction that ig

S —_—— . .
Forelgn Currency,

(a) Dominated jp ;0;' ‘Vh‘;lll: of the foﬂowins is
: art o oreign currency
(5) Requires settlement ip action? e

G20 Presidency in 20242

(d)

TONAL TRADE

(b) Indiza
(c) America
(d) China

102. What wa{s th‘e theme of Gy
summit held in Septembe, 2023,
(a) One-Earth — one family

(b) One-Earth — one future

(c) One Family- one future

(d) OneEarth—one famf])’-fmf:fuu,t

103. Which of the fo]]owi_ng is Nop
the member of G202

(Q) Mexico
(b) Indiz

(¢) Singapore
(d) Indonesia

104. Where was the

first submit of
G20 held?

untry will hold the

(a) Brazil

(6) South Africa
(c) USA

Convertible into



(a) Buys or sells goods or services

whose price is denominated in
domestic currency
€ of 41 (b) Borrows or lends funds, domi-
ber >, nated in Foreign currency

becomes a party to an unper-

b formed forward exchange con-

tract
(d) Acquires or disposes of assets,
denominated in Foreign currency,

108. Choose the correct statement.

(@) An indirect quote-is the num-
ber of units of a local currency
exchangeable for one unit of a
foreign Currency.

(b) The fixed exchange rate regime
s said to be efficient and highly
~ transparent.

(c) A direct quote is the number of
units of alocal currency exchange-
able for one unit of a foreign
curTency.

(d) Exchange rates are generally fixed
by the central bank of the country.

109. referstoasystemin
which exchange rate for a currency
is fixed by the Government.

(a) Fixed Exchange Rate System
(b) Pegged Exchange Rate System
(¢) Floating Exchange Rate System
(d) Both (a) and (b)
110. When value of domestic cur-
rency is tied to the value of another
Currency, it is known as:
(a) Pegging
(b) Parity value
(¢) Floating value
(d) None of the above

INTERNATIONAL TRADE
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111. When value of
oy et some TR0 is
ency or in terms of Sther cyry.
(@) Pegging

(b) Parity valye
(¢) Floating valye

(d) None of the above

112. Which of th :
the merit of ﬁx; following is Noy
System? Exchange Rate

(a) Stability in the Exchangh - : “ J,_“.

-IJ' L

(d) Promotes Internationa
ment 2
113. Which of the followis

the feature of fixed
System?

(@) Exchange Rate is official
" in terms of gold or an
rency by Government

XChNan

(b) There is complete G
Control as only goverr
the power to change

(c) The exchange ral
changm'g Teq ;4.-;':_'

(d) Government is rec
alarge stock of For
reserves. :

114. Which of followir
rate system?

(a) Brings me
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(¢) Brings Credibility

(a) Exchange rate is fixed om"v'lﬂ;ll 1
v
(d) Brings more ﬂexibilit_y : b‘:; the Gt:]vemment. .
() The exc ange rate kee
115, refers toreduction in changing, Py oy
price of domestijc currency in terms ' .
of all Foreign currencies underfixed () Foreign .Exchange Rese;w, Ate
exchange rate regime. not required to he kept,
(@) Depreciation (d) Flexible c‘xc-hange rate may leag
(b) Devaluation to depreciation or “PPreciati, - §
' .‘ svaluati 120. What is the name °“hﬂm
(¢) Rcvalua.tmn in which Foreign CXChange mk r
(d) None of the above determined by market £
1i6. ___refers to fall in mar-

ket price of domesti
terms of a Foreij
flexible exchange rate regime,
(@) Depreciation
(b) Devaluation
(¢) Revaluation

(d) None of the above

supply of differe
the Foreign exchange market?

(@) Fixed Exchange Rate System
(b) Floating Exchange Rate System
(c) Managed floating Rate System
(d) Pegged Exchan

ge Rate System
118. Which of the fo

lowingis 5 merit
of flexible Exchange Rate System?

(a) Maintains Equilibriym level

(3) No need for huge Foreign Ey.
change reserves

(c) Optimum Utilisatio

(d) All of the above

At
n of resources

119. Which f the follo is NOT
Hiad o Howing i« Ny ing the

force' e
central bank influences :

rate through intervention in
Foreign exchange market?

(a) Fixed Exchange Rate Sys;w';{ _‘__
(b) Floating Exchange Rate Systan

(c) Managed Floall'ng Rate S
(d) Managed Fixed Rate Syster

121. Which of the follo ng st
ment is true? ‘

(a) Home—currency appreciatis
Foreign-curréncy dep
takes place when there j
creaseinthe home ey ‘
of foreign currency.

()

Home-curren'cy depre
takes place when the
creasein the home ey el

of the foreign currer cy
Home-currency depre;
the same as foreigy
appreciation and n
the home
relatively jegs Va

(d) All of the above X
the £5iiowi

t2im which ha

(c)

uabnk



ixeq .
t. (i) floating exchange rate
. i
te ke (i) pegged exchange rate
R (iii) de"“l“‘;‘n;:n
e iy) apprecia
pt. ((a] fixed exchange rate

®) depreciaﬁon

{C) reva]uaﬁon

(d) flexible exchange rate
(@) (ic); i d); i b); (iv a)

(b) (i b); (G a); (iii d); (iv ¢)

(¢) () (@ d); @i b); (ve)

@) G d); (iia); (iii b); (iv ¢)

Nominal Versus Real Exchange

Rate

173, ‘The nominal exchange rate is

‘expressed in units of one currency
per unit of the other currency. A real

~ exchange rate adjusts this for chang-
es in price levels’. The statement
is:

(a) wholly correct
(6) partially correct
(c) wholly incorrect

(d) None of the above

124. The Real Exchange Rate
(RER) between two counirics is the
of the nominal exchange
rate and the ratio of the '
between the two countries.

(@) addition, Domestic & foreign
price

(b) product, Domestic & Foreign
price

(c) addition, Foreign & Domestic
Pprice

Exchange

INTERNATIONAL TRADE
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(d) PrOdLlCt, Fol-ei
price S Domestje

125. On which of
tors, thema]exchgf_;em’“_’hx fac.
(@) Nominal Exchange Rate

(b) Domestic Price

(c) Foreign Price
(d) All of the aboye

126. i
whoﬁ&ﬁ@fi?‘ﬁ}’:ﬁT
termination of Real Ex Ratr? :
@ Domestic Price
Foreign Price
®) Foreign Price
Domestic Price
© Domesﬁc Price Index 3
Foreign Price Index
) - Foreign Price Index
Domestic Price Index
127. An increase it Real Effective
Exchange Rate (REER) implies that

(a) Exports become more expensive
(b) Imports become cheape_r
(c) Both (a) and (b)

(d) Neither (a) nor (b)
128, An increase in Real Ef
Rate (REER) inc
intrade competit
(a) aloss '
(b) again

(¢c) No change

) 'Substantlﬂlgauﬂ
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Rate. Which of the following formu-

las is used for this?

Nominal
(@) Exchange Rate x ;
':l"'(‘igrl PI'I('U

Index

Index

Real Domestic Price
) Exchange Rate x __ Index
Foreign Price
Index
Nominal Foreign Price
omina
D Index
(¢) Exchange Rate x —__In

Index

Foreign Price
Index

Real
Exchange Rate x —
Domestic Price
Index

(d)

The Foreign jxchange Market

130. refers to the mar
ket in which sale and purchase of

Foreign currency is settled on a

specified future date at arate agreed
upon today.

(@) Spot Market
(b) Forward Market
(c) Direct Market
(@) Indirect Market

131. refersto the market.
in which the receipts and Payments
are made Mediately. '

(@) Spot Market
(6) Forward Market
(¢) Future Market
(d) Spontaneous Market
132. ‘Vehicle Currency’ refers to

(@) a Currency that js widely used to
€nominate internationa] con-

INTERNATIONAL TRADE

Domestic Price

Domestic Price

136. In the cage of for
count, the forw C

—— the spot.

L

tracts made by partjeg M

is the national Currency of A
of the parties,

sejy |
Ithe,
(b) acurrency that is tr,

tionally and, therefore,

demand,

intery, |
a type of currency ygeq in el

area for synchronization of |
exchange rates et

(c)

(d) a currency that is widely

denominate internatj

133. In case of spot tradj

settlement is done by and large
days. f A

(@) Same
(b) One
(c) Two
(d) Three

134. The forward
always
rate.

(@) Equal to
(b) more than
(¢) less than
(d) Any of the above

135. If the forward exck -
is quoted at more than a sp
ange rate, then there js a _

(@) forward preinium. -
(b) forward discount
(©) Spot Premium
(d) Spot discount




(@) more than
(b) less than

©) equal to

o hl&h (d) Either (a) or (b)
37. In practice, most transactions
"ol Curg i e exchanges of foreign curren-
involve e Hare & wiie
On of jes for the U.S. dollars even en
'Lt is not the national currency of
Iseqd liﬂ;er the importer or the exporter.
d to f}n account of the critical role in the
o ; he dollar is called
. marke e dollar is called as
1When forex market, t
’l'lcyof » ———

(a) Dominating Currency
(b) Strong Currency
(¢c) Communicable Currency

(d) Vehicle Currency

L Determination of Nominal
| Exchange Rate
" 138. For variety of reasons,

participate in the Foreign
exchange market.

(a) Individuals

(b) Institutions

(c) Governments
(d) All of the above

139. On the demand side, the par-
ticipants operate for

(@) Purchase of goods and services
from another country.

(b) To make investment income pay-
ment aboard.

(¢) To purchase financial assets
aboard.

(d) Any of the above

140. Which one of following is Uni-
lateral transfer?

INTERNATIONAL TRADE

(@) Gifts and awards
(b) Grants and dunati:,nf.;
(c) Endowmenys

(d) All of the above

141. The Foreign ey

s change mar

faces ~ sloping di:rna]wl

curve and an | -

supply curve, _ T s
(a) Dr;wnward, Upward
(h) Upward,downward
(c) Down ward, downward
(d) Upward, upward

142. In the determi
inal exchange rate,

nation of Nom.

and
are represented on the
X-axis and y-axis, respectively,

(a) quantity of currency, exchange
Rate

(b) exchange Rate, quantity of Cur-
rency

(¢c) demand of currency, supply of
currency

(d) supply of currency, demand of
currency

9.15 Changes in Exchange Rates

143. The changes in exchange rates
portray of one currency.

(a) depreciation
(b) appreciation
() either (a) or ()
(d) none of these

144. The e:»:t:llﬂnfe
becomes $1 = 6
indicate?
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(b) Indian Rupee hag depreciated in

(b) The su pply of US dollarg sh’iﬂks
its value, and, therefore, impory Price,
; sllar has decreased decrease,
(¢) Value of Us dollar has decrease () The demand curvgih P
(d) Both (@) and (b) shifts to the right ang [ndi;:
145. After few months, one had Rupee depreciates.
to exchange 3 greater amount of

(d) The demand curve for
domestic currency to get same one

dollaps
shifts to the left and leads 4,
unit of Foreign currency. In this case increase in exchange rate,
— ¢ 149. Based on the supply and
(@) Domestic currency is devalued. mand model of detenninati0n
estic currency is depreciated. exchange rate, which of the fo]],
(b) Domestic currencyis deprec uahtioate domes i} OWlng |
() Foreign currency is devalued. of Country X to appreciate ag inq_ :
(d) Foreign currency is depreciated dollar? '
146. When one currency depreciates (@) The US decides not tq impen__
against another, the second currency from Coun try X : L
UL ) B against the first. (b) An increase in remittances f
(a) also depreciate the employees whe are em
. ) e abroad to thejr families jy
(b) appreciate after some time home_ country, st
(¢) simul taneously depreciate (2} Thetaed T byl
(d) simultaneously appreciate., of Country X.
147, Home-currency depreciation (d) Repayment of foreign
feans = . @0 Country X, t
(@) Home currency becomes rela- 150, An increage in the g
| tively less valuabje foreign exchange,
(b) There

is increase in the home
Currency price of th

¢ Foreign
currency.

right and as 5 cons

exchange rate declin

(c) Foreign currency appreciation () shifts the Supply
. (@) All of the above

right and as 4 cop
exchange rate incr S
148. All else equal, which of the fol- () g't £ domall
lowing is trye if consumers of India ¢ ;?OI;e units c(i)t Em
nodities s dorPOTed com. i exchangs 18
modities and decide to buy more g ge.
from the Us; ~ (d) the domestic curre
| Ciat
(@) The demang curve for dollars %S and theife

: appreciates..
ht and 1ng;

- A dudis 151, Under a flo;

if the demand for

Fo




increases and supply curve remains
unchallgﬁ‘d- then the exchange
aeof _rises and the
" __depreciates in value.

@) domestic currency, toreign Cur-
rency

l;,] [’«‘Un‘igll CUTITTICY, domestic CLI-
rency

() domestic currency, outside cur-

rench

None of these

(d)
152. Which of the following is IN-
CORRECT?

(@) An increase in the supply of For-
eign exchange shifts the supply
curve to the right.

(b) Anincrease indemand of Foreign
currency shift the demand curve
to the right.

(¢) An increase in demand with
no change in supply will bring
an increase in the equilibrium

exchange rate.

(d) None of the above

Devaluation and Appreciation

153. Currency devaluation.

(@) may increase the price of import-
ed commodities and, therefore,
reduce the international compet-
itiveness of domestic industries.

(6) may reduce export prices and in-
Crease the international competi-
tiveness of domestic industries

(¢) may cause a fall in the volume of
€xports and promote consumer
welfare through increased avail-
ability of goods and services

(d) (a) and (c) above

INTERNATIONAL TRADE
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“_—-______'_-""‘--—__

downward adjllstm:;‘amdeub"mte

of a country’s ¢ the value

unolhercuuntry'Sc birss relative to
of currencies or standa:;y e
(@) Devaluation :

(b) Demlw;'mem

() Degradat lon

(d) None of these

158, Devaluation is a

policy tool used by

the countries sros
have a esthat

. ——— exchange rate,
(@) Monetary, tloating

(b) Monetary, fixed
(¢) Fiscal, Floating
(d) Fiscal, fixed

156. Revaluation is

devaluation, e
(@) opposite

(b) synonymous

(c) similar '
(d) better

157. Which one of following is b:

correct?

(a) Revaluation refers to a di
official increase of thecr
fixed par value of a nations &
rency.

Devaluation is a monetary

(b)
tool.

Depreciation
currency’s val
forces of demand
l,ll'lde_r a ﬂoatiﬂg i

isa ‘decrcaﬁe
ue due to

(e)

(d) None of the above
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9.17 Impacts of Exchange (@) Where imports are high
Rate Fluctuations on Domestic

(&) Where exports are high

Economy (¢) Where imports are signjﬁcanﬂy
158. Atany point of time, all markets high .

tend to have the same exchangerate (d) Where €xport are Slgniﬁcanﬂy
for a given currency due to high )
(@) Hedeine 161. If currency depreciateg in ap

* ! economy, where the €XPorts ap
(2} Speculation significantly high and the eXports
(¢) Arbimrage originate from labour _ intensjye
(d) Currency futures industries, then what will happen? ,

159. All other thines remaining the (@) Increase in Export Priceg

. . - ' X 4
Same, an appreciation of a country’s  (b) Increase in employment 4
Currency (¢) Increase in wages
(=)
a)

raises the relative price of its (d) All of the above
exports

162. Which of the following s }
(6) lowers the relative price of jts

a consequences of apprecia
imports

real economy?
(c) raises the

price of imports & (@) Rise in price of exports
lowers the price of CXport (6) Reduction in levels of in
(@) Both (a) and (») (¢) Insignificant loss of com:
160. For which type of economy, a ness

depreciated currency would mean

. d) Positive effect on dg
a lot of gajn:

try.

mesticin

Types of Foreign Ca ital

- 163. Which of the
€omponent of forej

__ 164.Which of the follows
folldwing - of Borrowmg_s?

1L 1S

gn capital? (@) Direct Inter gdvemm
(a) Direct inter government loans ) Loans from iﬁte
(6) Loans from internationg] instity. . tutions (eg, World [
tions (e.g, World Bank, IMF, ADB) ADB). -
(€) Soft loans for e.& from affiliates () External Commey

of World Bank such as IDA Ings. o3
Ly
(@) All of the above (d) All of the above,



which of the following is NOT

165. nt of Foreign Capital

o Compone

Flows?

(@) Foreign

(h) Hnrnmnmvlmum from interna
tjonal institutions

aid or assistance

() ![)|in]lltlllhltI.Il,umlllll‘ltI.l'.lll(l
i
<imilar other enterprises

(d) Deposits of Resident Indians

Foreign Direct Investment (FDI)
166. Which of the following state-

ments is incorrect?

(a) Direct investments are real in-
vestments in factories, assets,
land, inventories etc. and involve
foreign ownership of production
f;ulltllcx,

L Foreign portfolio investments
involve flow of ‘financial capital’,

{e) Foreigndirectinvestment (FDI)is
not concerned with either manu-
facture of goods or with provision
of services.

(d) Portfolio capital moves toarecip-
ient country which has revealed
its potential for higher returns
and profitability.

167. Which of the following would

be an example of foreign direct

investment from Country X?

(@) A firm in Country X buys bonds
issued by a Chinese computer
manufacturer.

(b) A computer firm in Country X
enters into a contract with a Ma-
laysian firm for the latter to
and sell to it processors.

INTERNATIONAL TRADE
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Mry X
ﬂ-nl:u::

(c) Mr.Z acitizen of Copy
@ controlling ghaye i
clectronics firm.

(d) None of the abhoye

168. Which of the f,
FDIincludes m.u?,l.,"f::""rmd

and production f MM
country? acllities in the oy
(a)

(h)

Brown field Investment

Merger and a quisition

(¢) Greenfield INvestment

(d)
169. A foreign direct investor
(a) May enter India only thr gl

automatic route

Strategic alliances

(b) May enter India only
Eovernment route

(c) May enter India only thre

equity in domestic en
(d) Any of the above

170. Based on the nature of F
investments, FDI may be c:
as:

(a) Horizontal

(b) Vertical

(c) Conglomerate

(d) All of the above
171. United Inc. is a cell
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172. is a type of Foreign 174. The Fore;ggTPo“folio lnveﬁ‘
direct investment is one where an ment (FPI) is concerned

investor makes a foreign investment
in a business that is unrelated to its
existing business in its home country.

(@) Horizontal
(b) Vertical
(¢) Conglomerate

(d) None of the above

(a) manufacture of goods
(b) provision of services

(¢) theinte
power

(d) all of the above

ntion of exercising Voting

FDI: Reasons, Modes & Be

Foreign Portfolio Investment
(FPI)

173. Which of the following state-
ment is false in respect of FPI?

(@) Portfolio capital in general, moves
to investment in financial stocks,
bonds and other financial instru-
ments.

(b) Is effected largely by individuals
and institutions through the
mechanism of capital market.

(¢) Isdifficulttorecoverasit involves
purelylong-term investments and
the investors have controlling
interest.

(d) Investors also do not have any
intention of exercising voting
power or controlling or managing
the affairs of the company.

*S X Benefits
175. Which of the following is a rea. p

son for foreign direct investment?

Secure access to minerals or ray
materials

Desire to capture of large andrap.
idly growing emerging ma;km
Desire to influence home co
industries

(d) (a) and (b) above
176. An argument in favour of

(a)
(b)

(c)

foreign investment is that it tends

(@) promote rural development !

(b) increase access to modern t
nology

(c) protect domestic industries
(d) keep inflation under contro)

Answer
| 1. @ @] 6 |@]| 7
lss. ]((:)) ® | 13. [ @) | 1.
- 6 ®) | 20. | (@) [ 21
29, | () @ | a2, To ot
1D 3L | 6) | 32. [ () [ 3a, © | 34. [ (@] 3
ol 3 [6) [ 58 16) [ 35 [ e ® [ a1 (@]
R YT Y 7y g e ®)
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@ | 51. [ (@ | 52. | (d) | 53. | (c) | 54,
T | 58 [ @ | 59. | @ | 60. | () | 60.
RO e
@ | 65. | () | 66. | () | 67. | (b) | 68.
T@ |72 [@] 73 | @] 74 | @ | 75. |
(| 79 | (@] 80. |(c)] 81. | (c)| 82
@ 86 | (B)| 8T, ()] 88 |d)} 89, Sed
@]9 @] 9% [@]os | 1T
@ [100. | © [ 101 @) [ 102. | &) [103. ] ) | 104 | oy Trget
() [ 107. | (@) | 108. | () | 109. | (d) | 110. | (a) | . : )
@ |14 @ |18 | @) [ 116. | @ [ 117. [ @) | 118 'd* :’1 (e)
| - 41 . ) '
1) [ 121 | @) | 122, | (d) | 123. | (a) | 124. | @) | ¢ 19. | (a)
e | | 128. | (d) 126. | ©
) [128. | @ | 129. | (@) | 130. | (b) | 131. | (@) | 132. | @) | 133
(d) | 135. | (a) | 136. | (b) | 137. | (d) | 138. | (d) | |m*l—‘—°—'-#-£-:-
: N : Rl R
(a) | 142. | (a) | 143. | (c) | 144. 11 (d) | 145. | (b) | 146. | (d) | 147. ] @
(c) | 149. | (b) | 150. | (a) | 151. | (b) | 152. | (d) | 153.] (b) | 154, | fm)
(b) | 156. | (@) | 157. | (d) | 158. | (c) | 159. | (d) | 160. | (d) | 161. | ()
(d) | 163. | () | 164. | (d) | 165. | (d) | 166. [ © [167.]© | 168 | RER
d) | 170. | (d) | 171. | (@) | 172. | (¢) | 173.| () | 174. | (&) | 178,
) L 1 1 1 -

19. The option (b) is incorrect. The correct 4th attribute is demand co
* 30. Compound Duty is a tariff that combines both per unit and pe
value.

34, It is technical tariff since it has been calculated on the basi§ of the
contents of the imported goods i.e. The duties are pavable by its ¢
or related items.

36. These are Most-Favoured Nation (MFN) tariffs.

xample of Technical Barriers t0

ng together finance
developing countries.

in Washington (USA) h

w,vnat.*s!’csgedE':mhm?_'j

53. Organic Certification is an e
100. G20 was established in 1999 to bri
Central Bank Governors of developed and
104, The first summit of the G20 was held

109. Fixed Exchange Rate System isalso kno sl
112. The option (c) is a demerit because Governmen

pU e rate atthele
serves of Foreign currencies t0 maintain the exchange _

e exchang® oL
113. The option (c) is NOT the featur® lof :l:ﬁnly a small V

exchange rate generally remains sta e
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114. The option (d) is incorrect. Because the fixed exchange rate —
flexibility. itk rystem lagy
119. Under flexible Exchange rate System, the exchange rate is determined
;?e forces of demand and supply of Foreign exchange. Therefore, option (41 ¢

OT the feature of flexible Exchange Rate System. C

124. RER = Nomi Domestic Price
ominal Exchange Rate x “Foreion Price

; 33 Witlh increasing export prices, the competitiveness of domestic
ersely affected. Thus, option (d) is not a consequence of appreci

=



