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1. (@ What are the causes of disequilibrium in the balance of payment account ?

(b) What measures can be taken to reduce a deficit in the balance of trade
account ? (12 +13)

OR

How do banks calculate various forex rates ? Give the provisions of FEMA for current
account transactions. (13 +12)

2. Explain how exchange rates react to changes in inflation rates and changes in interest

rates. (25)
OR

What is the meaning of International Liquidity ? Describe the factors that affect its

flow. What are the problems associated with International Liquidity ? (5+10+10)
3. Discuss the benefits and disadvantages of foreign capital. (25)

OR

Describe the objectives and functions of EXIM bank. (25)

4.  Write short notes on any two : (25)

(i) Advantages of Fixed and Flexible exchange rates.
(i) Formation of European Union.
(iii) Global Interdependence.

(iv) Provisions for NRIs under FEMA.
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