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Major Paper VIII — INTERNATIONAL TRADE
Time : 3 hours
    Max. Marks : 75

SECTION A — (10 × 2 = 20 marks)

Answer ALL the questions
1. What is Foreign Trade?  

2. State the name of Adam Smith’s celebrated book and his philosophy.
3. What do you mean by Foreign Exchange?

4. What do you mean by Devaluation?

5. What is Bill of Lading?

6. What do you mean by Packing Credit?

7. Expand ADB. State its fundamental objective. 

8. Expand UNCTAD. State the main reasons which necessitated its formation.  

9. Expand GATT? State the MFN Clause of GATT. 

10. What do you mean by Intellectual Property Rights?
SECTION B — (5 × 5 = 25 marks)

Answer any FIVE questions
11. Briefly explain the importance of International Trade. 

12. List any 5 items which are recorded in Current Account’s debit side and credit side.

13. What are the factors determining Export Pricing?

14. What are the objectives of International Monetary Fund?   

15. What is Patent? List any 5 items which are not patentable as per Indian Patent Law. 
16. What is Export Promotion? Enumerate any five financial and fiscal measures introduced by Government of India to encourage exporters in order to promote export. 
17. What do you mean by disequilibrium in balance of payments? Briefly explain the causes of disequilibrium.  

18. Write short notes on Euro.
SECTION C — (2 × 15 = 30 marks)

Answer any TWO questions
   Question no. 19 is compulsory and answer any ONE from rest of the TWO questions

19. Part-A  Case Study (Compulsory)

The imports and exports between the US and Japan were on high. As a result the currency values of one in relation to other were changing and fluctuating due to the forces of imports and exports mutually between them, apart from other factors including the speculative activities in currency market. All these were causing disequilibrium in Japans’s Balance of Payments position.

When US economy became relatively weak, the Japanese investors got cautious of investing their funds into US investments. The economic situation in Japan too contributed to the decline in demand for dollars. Japanese investors had sustained large losses on their investments in Japan. In order to set-off the losses, dollar investments were exchanged for yen. The combination of the weakness in the US economy and the need to repatriate yen resulted in a strong flow of money out of dollars and into yen, pushing the exchange rate of yen for dollars to a record high. Later, the strength of the US economy, record levels of the US stock market and high yields in the US bond market, coupled with a weakness in Japan’s economy, has reversed capital flows. Japan’s economy got in recession. Real estate values have been falling for a number of years, the banking system is struggling with bad debts, and interest rates are at record low levels. With all these problems, Japan does not appear to be a promising place for investment and the yen has fallen accordingly. 

The US and Japanese governments could intervene in the currency market to halt the yen’s slide. But interventions without change in the underlying policy or economy is unlikely to permanently halt or reverse a currency’s slide. A shift in relative interest rates between Japan and the US could improve the exchange rate; however, Japan cannot raise interest rates because of its recession and the US cannot lower its because of inflationary fears. Japan can stimulate its economy through tax cuts and US officials are apparently urging Japan to do so. 

Study the case above and answer any 5 questions below concerning the balance of payment, foreign investment and foreign exchange.
(a) What factors had prompted the Japanese investors to avoid further investments in US?

(b) Which factor did attract the Japanese investors to exchange their existing dollar investments for yen?

(c) What pushed the exchange rate of yen for dollars to a record high?

(d) Why does the higher yen value fell down gradually?

(e) How can Japan check and stop or atleast slow down the lowering value of its currency in relation to strong currency of US?

(f) What fiscal and structural reforms are expected to strengthen the Yen?
(g) What determines the value of a currency?


Part -B (1 out of 2 Questions)

20. Discuss briefly the various steps involved in Export procedure in India?
21. What is WTO? State the objectives and functions of WTO?               
-------------------
[P.T.O.]
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