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BALANCE OF PAYMENTS

Multiple Choice Questions Mcqs With Answers

1. Which of the following items is entered on the credit side of

BOP account?

A. Investment from abroad

B. Import of goods

https://doubtnut.app.link/lkek2J5wfhb
https://doubtnut.app.link/MVcbJvrhfnb
https://doubtnut.app.link/MVcbJvrhfnb
https://dl.doubtnut.com/l/_dkMphd6fw77e


C. Gifts paid to foreigners

D. Repayment of foreign loan

Answer: A

View Text Solution

2. An account indicating a systematic reco'rd of all economic

transactions between residents of a country and residents of

foreign countries during a period of account is called ____

Account

A. Balance of trade

B. Balance of payment

C. Government budget

https://dl.doubtnut.com/l/_dkMphd6fw77e
https://dl.doubtnut.com/l/_dclvcbvKPhyF


D. None of these

Answer:

View Text Solution

3. Current account of BOP records

A. Exports and import of goods

B. Exports and import of services

C. Unilateral transfers from and to foreigners

D. All of these

Answer: D

View Text Solution

https://dl.doubtnut.com/l/_dclvcbvKPhyF
https://dl.doubtnut.com/l/_RXzgxFvvFwEM


4. There is ____ relationship between exchange rate and supply

of foreign exchange.

A. a direct

B. an inverse

C. no

D. both (i) and (ii)

Answer: A

View Text Solution

5. Out�ow of foreign exchange is recorded on the ____sides

A. credit

https://dl.doubtnut.com/l/_MPZ5dopPENyt
https://dl.doubtnut.com/l/_bVpa1lfyJtZR


B. debit

C. either (i) or (ii)

D. neither (i) nor (ii)

Answer: B

View Text Solution

6. Which of the following is a component of capital account of

BOP?

A. Export and import of goods

B. Export and import of services

C. Unilateral transfers

D. Sale of assets to foreigners

https://dl.doubtnut.com/l/_bVpa1lfyJtZR
https://dl.doubtnut.com/l/_UKphpSM9uCQn


Answer: D

View Text Solution

7. Which of the following is included in balance of trade?

A. Shipping

B. Insurance

C. Imports of goods

D. Unilateral transfers

Answer: C

View Text Solution

https://dl.doubtnut.com/l/_UKphpSM9uCQn
https://dl.doubtnut.com/l/_r4emMHDXbAac


8. Transactions that take place to cover de�cit or surplus are

called _____transactions

A. accommodating

B. autonomous

C. current account

D. above the line

Answer: A

View Text Solution

9. The balance of trade shows a de�cit of Rs 500 crore. The

value of exports is Rs 700 crore. Find the value of imports.

https://dl.doubtnut.com/l/_PGRcjL8Rt4QQ
https://dl.doubtnut.com/l/_wxv1HvClwEYQ


A. Rs 700 crore

B. Rs 1200 crore

C. Rs 900 crore

D. Rs 200 crore

Answer: B

View Text Solution

10. Which of the following is a source of demand for foreign

currency?

A. Foreign tourists visiting India

B. Exports of goods and services

C. Imports of goods

https://dl.doubtnut.com/l/_wxv1HvClwEYQ
https://dl.doubtnut.com/l/_YKb9qQTSKKwa


D. All of these

Answer: C

View Text Solution

11. When receipts of foreign exchange are less than payments

of foreign exchange, then BOP is:

A. de�cit

B. surplus

C. balanced

D. none of these

Answer: A

View Text Solution

https://dl.doubtnut.com/l/_YKb9qQTSKKwa
https://dl.doubtnut.com/l/_K9cI0SfLghOv


12. Under�exible exchange rate system, exchange rate is

determined ____

A. by the government

B. by market forces of demand and supply

C. by Central Bank of a country

D. none of these

Answer: B

View Text Solution

13. Balance of payment is a _____ concept

https://dl.doubtnut.com/l/_K9cI0SfLghOv
https://dl.doubtnut.com/l/_bYQWAz2KYICa
https://dl.doubtnut.com/l/_e7zaOurT81He


A. �ow

B. stock

C. both (i) and (ii)

D. neither (i) nor (ii)

Answer: A

View Text Solution

14. Devaluation which means fall in value of domestic currency

in terms of foreign currency takes place in ____

A. Flexible Exchange Rate regime

B. Fixed Exchange Rate regime

C. both (i) and (ii)

https://dl.doubtnut.com/l/_e7zaOurT81He
https://dl.doubtnut.com/l/_XY0uJ4KXpGRU


D. neither (i) nor (ii)

Answer: B

View Text Solution

15. A change from Rs 60 =1$ to Rs 62 = 1$ indicates that Rs has

____

A. appreciated

B. depreciated

C. neither (i) nor (ii)

D. either (i) or (ii)

Answer: B

View Text Solution

https://dl.doubtnut.com/l/_XY0uJ4KXpGRU
https://dl.doubtnut.com/l/_hOvgEIoXxxed


16. The net value of balance of visible trade, invisible trade and

of unilateral transfers is

A. Balance of capital account

B. Balance of current account

C. Balance of trade

D. Balance of payments

Answer: B

View Text Solution

17. Demand curve of foreign exchange is _____

https://dl.doubtnut.com/l/_hOvgEIoXxxed
https://dl.doubtnut.com/l/_uLXm23opgsxY
https://dl.doubtnut.com/l/_FrhLUaNHTcMM


A. downward sloping

B. upward sloping

C. vertical straight Ii ne parallel to Y-axis

D. horizontal straight line parallel to X-axis

Answer: A

View Text Solution

18. Indian rupee is appreciated in terms of British pound

because of

A. falling demand of pounds

B. shortage of pounds

C. more supply of Indian rupees

https://dl.doubtnut.com/l/_FrhLUaNHTcMM
https://dl.doubtnut.com/l/_AtZh2VrI1ZLN


D. less demand for Indian rupees

Answer: A

View Text Solution

19. _____ refers to the di�erence between exports and imports

of visible items

A. Balance of payments

B. Balance of trade

C. both (i) and (ii)

D. neither (i) nor (ii)

Answer: B

View Text Solution

https://dl.doubtnut.com/l/_AtZh2VrI1ZLN
https://dl.doubtnut.com/l/_p3OnmQwIslYC


20. Exports of goods and services raises the ______ of foreign

exchange.

A. demand

B. supply

C. both (i) and (ii)

D. neither (i) nor (ii)

Answer: B

View Text Solution

21. Other things remaining unchanged, when in a country the

price of foreign currency rises, national Income is _____

https://dl.doubtnut.com/l/_p3OnmQwIslYC
https://dl.doubtnut.com/l/_mk5gYhM7ZTg6
https://dl.doubtnut.com/l/_AuIKiQGWYIDe


A. likely to rise

B. likely to fall

C. likely to rise and fall both

D. not a�ected

Answer: A

View Text Solution

22. BOP is measured as:

A. di�erence between invisible items of exports and

imports

B. di�erence between visible items of exports and imports

C. di�erence between internal and external �ow of gold

https://dl.doubtnut.com/l/_AuIKiQGWYIDe
https://dl.doubtnut.com/l/_1X6iCJWRJD4e


D. di�erence between all receipts and payments of foreign

exchange

Answer: D

View Text Solution

23. BOP is in disequilibrium when

A. current account balance+ capital account balance is not

equal to zero

B. current account balance+ capital account balance is

some positive number

C. current account balance+ capital account balance is

negative number.

https://dl.doubtnut.com/l/_1X6iCJWRJD4e
https://dl.doubtnut.com/l/_XQt8o63909Yf


D. all of these

Answer: D

View Text Solution

24. Which of the following transactions is/are recorded in the

current account of BOP?

A. import and export of goods and services

B. transfer from one country to an other.

C. Both (a) and (b)

D. None of these

Answer: C

View Text Solution

https://dl.doubtnut.com/l/_XQt8o63909Yf
https://dl.doubtnut.com/l/_6bz4sTHRpWCG


25. Exports of goods and services raises _____of foreign

exchange.

A. supply

B. demand

C. both (a) and (b)

D. neither (a) nor (b)

Answer: A

View Text Solution

26. Other things remaining the same, when in a country

market price of foreign currency falls , national income is

https://dl.doubtnut.com/l/_6bz4sTHRpWCG
https://dl.doubtnut.com/l/_z8sYIKEJKoFc
https://dl.doubtnut.com/l/_AKU0n79GZ2tc


likely:

A. to rise

B. to faII

C. to rise and fall both

D. Not a�ected

Answer: B

View Text Solution

27. Other things remaining unchanged, when in a country,

price of foreign currency rises, national income is

A. Likely to rise

B. likely to fall

https://dl.doubtnut.com/l/_AKU0n79GZ2tc
https://dl.doubtnut.com/l/_ylyXApb6DAZl


C. Likely to rise and fall both

D. Not a�ected

Answer: A

View Text Solution

28. Foreign exchange transactions. dependent on other

foreign exchange transactions are called

A. Current account transactions

B. Capital account transactions

C. Autonomous transactions

D. Accommodating transactions

Answer: D

https://dl.doubtnut.com/l/_ylyXApb6DAZl
https://dl.doubtnut.com/l/_9zujMvnDQyEs


View Text Solution

29. Foreign exchange transactions which are independent on

other transactions in the Balance of Payments Account are

called:

A. Current transactions

B. Capital transactions

C. Autonomous transactions

D. Accommodating transactions

Answer: C

View Text Solution

https://dl.doubtnut.com/l/_9zujMvnDQyEs
https://dl.doubtnut.com/l/_22yQM1b72inq


True Or False Questions With Answers

30. A company located in India receives a loan from a company

located abroad. How is this transaction recorded in India's

BOP account?

A. Credit side of current account

B. Debit side of current account

C. Credit side of capital account

D. Debit side of capital account

Answer: C

View Text Solution

https://dl.doubtnut.com/l/_buOm0eEVE1Tc


1. In case of �exible exchange rate, rate of foreign exchange

does not change.

View Text Solution

2. Export and import of machines are recorded in Capital

Account of BOP account.

View Text Solution

3. Excess of foreign exchange receipts over foreign exchange

payments on account of accommodating transactions equals

de�cit in BOP.

View Text Solution

https://dl.doubtnut.com/l/_aFLJSkm5QmzI
https://dl.doubtnut.com/l/_QeVrrD63JjOE
https://dl.doubtnut.com/l/_uDuGRIcWnDIT


4. Increase or decrease in gold reserve is an item of BOP on

Capital account.

View Text Solution

5. Current Account of BOP account records only imports and

exports of goods and services.

View Text Solution

6. Repayment of loan is re�ected as credit item in BOP account

View Text Solution

https://dl.doubtnut.com/l/_56xUNA65sRZl
https://dl.doubtnut.com/l/_G3HEg0pl1oCG
https://dl.doubtnut.com/l/_COPBIuUvJqns


7. Increase in foreign exchange rate leads to increase in supply

of foreign exchange.

View Text Solution

8. Gifts and donations sent or received from abroad is an item

of Capital account in BOP.

View Text Solution

9. Accommodating transactions are undertaken to maintain

balance in BOP account.

View Text Solution

https://dl.doubtnut.com/l/_anINDkC14EkR
https://dl.doubtnut.com/l/_2wpWWYeYM9Hy
https://dl.doubtnut.com/l/_qT3XPccEyEUH
https://dl.doubtnut.com/l/_xcHnpp3JnSoL


10. Foreign Investments are recorded In Capital account of

BOP.

View Text Solution

11. When there is depreciation of Indian rupee in terms of US

dollars, Indian imports will rise.

View Text Solution

12. Balance of payment always balances.

View Text Solution

https://dl.doubtnut.com/l/_xcHnpp3JnSoL
https://dl.doubtnut.com/l/_cVRCZx7GOAvf
https://dl.doubtnut.com/l/_kuVzmrQIu3fO


13. Autonomous items of trade are undertaken by the

government to restore equilibrium in balance of payment.

View Text Solution

14. Borrowing and lending in the international money market

is a part of current account balance of payment.

View Text Solution

15. If BOT is in de�cit, the BOP is also in de�cit.

View Text Solution

https://dl.doubtnut.com/l/_nNKOrCw58WzQ
https://dl.doubtnut.com/l/_J0G0GxF6rKPz
https://dl.doubtnut.com/l/_QRcy6awgtyUD


16. Transfer to the rest of world is a debit component of

payment on current account.

View Text Solution

17. Compensation of employees from ROW is a credit

component of BOP on capital account.

View Text Solution

18. High rate of in�ation in domestic economy causes 'de�cit

balance of trade'.

View Text Solution

https://dl.doubtnut.com/l/_Kz9Ze5zq4ED7
https://dl.doubtnut.com/l/_WGz1nY9DeKb8
https://dl.doubtnut.com/l/_CGKUtbxuPJxY
https://dl.doubtnut.com/l/_1AUmh8jnbf4V


19. Flexible exchange rate depends upon demand and supply

of foreign exchange in the international money market.

View Text Solution

20. Appreciation of Indian currency occurs when more rupees

are to be paid for a UK pound.

View Text Solution

21. Greater �ow of foreign exchange from ROW always re�ect

higher level of development of domestic economy.

View Text Solution

https://dl.doubtnut.com/l/_1AUmh8jnbf4V
https://dl.doubtnut.com/l/_lzno4aUKwqjn
https://dl.doubtnut.com/l/_8VosnljMipiC


Remembering And Understanding Based Questions With

Answers

1. What is balance of payment (BOP) account?

View Text Solution

2. What is balance of payment (BOP)?

View Text Solution

3. What is meant by balance of trade (BOT) ?

View Text Solution

https://dl.doubtnut.com/l/_5yQbVqgcyJ87
https://dl.doubtnut.com/l/_54BaxR7G9odm
https://dl.doubtnut.com/l/_4zurh7FmqI7T


4. What are components of BOT?

View Text Solution

5. What does BOP account of a country record?

View Text Solution

6. How is BOT de�cit o�set?

View Text Solution

7. What is meant by disequilibrium in BOP?

View Text Solution

https://dl.doubtnut.com/l/_msUeQT8ImGdR
https://dl.doubtnut.com/l/_HCEBBaxtRO32
https://dl.doubtnut.com/l/_a2CYv4K0FLKt
https://dl.doubtnut.com/l/_PrYySu7XiOvw


8. Why are autonomous items called 'above the line' items?

View Text Solution

9. What is foreign exchange rate?

View Text Solution

10. De�ne foreign exchange market.

View Text Solution

11. At what point equilibrium rate of foreign exchange is

determined?

https://dl.doubtnut.com/l/_PrYySu7XiOvw
https://dl.doubtnut.com/l/_tdMyns0nqnEu
https://dl.doubtnut.com/l/_9IhsZ43O7kx1
https://dl.doubtnut.com/l/_JEMo2tUJgOQN
https://dl.doubtnut.com/l/_h2V3XDQ5B9ZB


View Text Solution

12. What is spot exchange rate?

View Text Solution

13. What is hedging?

View Text Solution

14. What is the signi�cance of autonomous transactions of

BOP?

View Text Solution

https://dl.doubtnut.com/l/_h2V3XDQ5B9ZB
https://dl.doubtnut.com/l/_38Ju0jKcUsAH
https://dl.doubtnut.com/l/_W4A3UUXCJtBz
https://dl.doubtnut.com/l/_NZLiI92ftmLi
https://dl.doubtnut.com/l/_Q5YV0OlilN8f


15. What are debit and credit in BOP account?

View Text Solution

16. What happens to domestic currency when there is

depreciation of domestic currency?

View Text Solution

17. What are visible and invisible items in BOP?

View Text Solution

18. Distinguish between current account and capital account

of BOP account.

https://dl.doubtnut.com/l/_Q5YV0OlilN8f
https://dl.doubtnut.com/l/_iSjHUNFK1pbd
https://dl.doubtnut.com/l/_3qy13lLPRGpl
https://dl.doubtnut.com/l/_BxxO02q4Pi6B


View Text Solution

19. De�ne (i) Accommodating and (ii) Autonomous items.

View Text Solution

20. Distinguish between BOT and BOP.

View Text Solution

21. State the components of (i) current Account and (ii) capital

Account.

View Text Solution

https://dl.doubtnut.com/l/_BxxO02q4Pi6B
https://dl.doubtnut.com/l/_ni7ZIQRwyRfg
https://dl.doubtnut.com/l/_iTJ470EFMVg7
https://dl.doubtnut.com/l/_uXwd3jnvy245
https://dl.doubtnut.com/l/_bh2YitCr96QY


22. Are the following transactions entered on credit or debit

side? Give reasons. 

(i) Exports (ii) Imports (iii) Borrowing from Row (iv) Lending to

ROW.

View Text Solution

23. What are (i) Spot Market and (ii) Forward Market in foreign

exchange?

View Text Solution

24. Di�erentiate between �xed and �exible. exchange rates.

View Text Solution

https://dl.doubtnut.com/l/_bh2YitCr96QY
https://dl.doubtnut.com/l/_gCe6t38EeW6x
https://dl.doubtnut.com/l/_W4ayL0h3u21r
https://dl.doubtnut.com/l/_Gk77u4eaMxLm


Hots And Application Based Questions With Answers

25. Describe four causes for disequilibrium in BOP.

View Text Solution

26. Explain the meaning of Managed �oating.

View Text Solution

27. Di�erentiate between devaluation and depreciation.

View Text Solution

1. What is meant by de�cit in balance of payment (BOP)?

https://dl.doubtnut.com/l/_Gk77u4eaMxLm
https://dl.doubtnut.com/l/_xw87EL6g7B3r
https://dl.doubtnut.com/l/_iKoYLNowLgmT
https://dl.doubtnut.com/l/_JESC7T1SqDDO


View Text Solution

2. If British pound becomes costlier in terms of foreign

currency, is it good or bad for growth of Indian economy? Give

reasons.

View Text Solution

3. Are concepts of 'demand for domestic goods' and 'domestic

demand for goods' the same?

View Text Solution

4. Recently Government of India has doubled the import duty

on gold. What impact is there on foreign exchange and how?

https://dl.doubtnut.com/l/_JESC7T1SqDDO
https://dl.doubtnut.com/l/_jZ2n1fF0D9R9
https://dl.doubtnut.com/l/_Rif4ELmvABmj
https://dl.doubtnut.com/l/_UeZIexyKeB7H


View Text Solution

5. What is the basis of classifying transactions into credit and

debit items? Give two examples of each.

View Text Solution

6. How does giving incentives for exports in�uence foreign

exchange rate? Explain.

View Text Solution

7. Why does a rise in foreign exchange rate cause a rise in its

supply?

View Text Solution

https://dl.doubtnut.com/l/_UeZIexyKeB7H
https://dl.doubtnut.com/l/_8OClKVJA8pGZ
https://dl.doubtnut.com/l/_qo0FeWH4wB0p
https://dl.doubtnut.com/l/_PhXr11pKIVsz


View Text Solution

8. How Is depreciation of Indian rupee likely to a�ect Indian

exports? Explain.

View Text Solution

9. Distinguish between BOT and Balance on current account.

View Text Solution

10. What is appreciation of domestic currency? Explain its

e�ects on exports.

View Text Solution

https://dl.doubtnut.com/l/_PhXr11pKIVsz
https://dl.doubtnut.com/l/_W5RDFdp4Idjp
https://dl.doubtnut.com/l/_6MnDPWxHj9B6
https://dl.doubtnut.com/l/_RLTMYATpmUSU
https://dl.doubtnut.com/l/_2Sp0gZCjXeQ8


Evaluation Based Questions With Answers

11. Explain the signi�cance of distinction between

autonomous and accommodating transactions in BOP

account.

View Text Solution

1. Suppose exchange rate rises from 1$ = Rs 60 to 1$ = Rs 65

leading to rise in prices of imports of essential goods. How

can RBI help in bringing down the high exchange rate?

View Text Solution

https://dl.doubtnut.com/l/_2Sp0gZCjXeQ8
https://dl.doubtnut.com/l/_EBvLxa0tGIkm


2. How is cancellation of coal blocks allocation by Supreme

Court ot India likely to atfect our current account de�cit

(CAD)?

View Text Solution

3. What are o�cial reserve transactions? Explain their

importance in BOP.

View Text Solution

4. The country needs a huge amount of imports for

development projects. Name one step which the Central Bank

can take to make imports cheaper using foreign exchange

market.

https://dl.doubtnut.com/l/_SlsXsVZS1FHG
https://dl.doubtnut.com/l/_ScPlMIiYKKpL
https://dl.doubtnut.com/l/_HUxWd8RgkZNa


View Text Solution

5. Should a current account de�cit be a cause for alarm?

Explain.

View Text Solution

6. A British company has ordered readymade garments from

an Indian company. What will be the impact on their total

import expenditure if foreign exchange rate increases?

View Text Solution

7. How does �xed foreign exchange rate promote capital

movements and foreign trade?

https://dl.doubtnut.com/l/_HUxWd8RgkZNa
https://dl.doubtnut.com/l/_uvfo0CjyvdE1
https://dl.doubtnut.com/l/_uyO4UwU7gr6K
https://dl.doubtnut.com/l/_Piem2niEH4NC


View Text Solution

8. How do the de�cit BOP and surplus BOP impact the

exchange rate?

View Text Solution

9. What is the e�ect of increase in national income (or

aggregate demand) on foreign exchange rate? Explain.

View Text Solution

10. Increase in interest rate in the domestic economy leads to

an appreciation of domestic currency. Your comments?

View Text Solution

https://dl.doubtnut.com/l/_Piem2niEH4NC
https://dl.doubtnut.com/l/_KQru8elLR1AA
https://dl.doubtnut.com/l/_JCLg3EDZsXBI
https://dl.doubtnut.com/l/_0wXuGvxzuda1


Very Short Anser Questions Of 1 Mark Each

View Text Solution

1. De�ne foreign exchange.

View Text Solution

2. What is meant by foreign exchange market?

View Text Solution

3. Name three visible items of exports

View Text Solution

https://dl.doubtnut.com/l/_0wXuGvxzuda1
https://dl.doubtnut.com/l/_OTlmicF8pnCa
https://dl.doubtnut.com/l/_NoJQ8HG30e14
https://dl.doubtnut.com/l/_zlrxx93IzCJd
https://dl.doubtnut.com/l/_fOhAAiZsbY2E


4. Mention three invisible items of exports.

View Text Solution

5. What is meant by non-factor services in international trade?

View Text Solution

6. What is foreign exchange rate?

View Text Solution

7. De�ne balance of trade (BOT).

View Text Solution

https://dl.doubtnut.com/l/_fOhAAiZsbY2E
https://dl.doubtnut.com/l/_okrCiPoi7IEz
https://dl.doubtnut.com/l/_Y3v3YJ3rX0xe
https://dl.doubtnut.com/l/_suxcLowcOEGV


8. What is balance of visible items in BOP accounts called?

View Text Solution

9. De�ne balance of payment.

View Text Solution

10. Name two sub-accounts of BOP.

View Text Solution

11. what is meant by appreciation of currency?

View Text Solution

https://dl.doubtnut.com/l/_BiOIuEDFsSNm
https://dl.doubtnut.com/l/_078tVmSu4034
https://dl.doubtnut.com/l/_bbpUTgehB95L
https://dl.doubtnut.com/l/_Hd7lvb6VRT74


12. What is meant by depreciation of currency?

View Text Solution

13. What is meant by �xed exchange rate?

View Text Solution

14. What is managed �oating rate?

View Text Solution

15. De�ne �exible exchange rate.

View Text Solution

https://dl.doubtnut.com/l/_Hd7lvb6VRT74
https://dl.doubtnut.com/l/_41d9cdrTGBSz
https://dl.doubtnut.com/l/_gN81igsgcPml
https://dl.doubtnut.com/l/_llWSSGJtDmsj
https://dl.doubtnut.com/l/_h5WatPD6H0Vp


16. What does BOP account record?

View Text Solution

17. When will BOT show a surplus?

View Text Solution

18. When is there a de�cit in BOT?

View Text Solution

19. What is meant by disequilibrium in BOP?

https://dl.doubtnut.com/l/_h5WatPD6H0Vp
https://dl.doubtnut.com/l/_ef6WZWDKHjs3
https://dl.doubtnut.com/l/_NYuxXiyo9oIz
https://dl.doubtnut.com/l/_8mgIdK3BAenZ
https://dl.doubtnut.com/l/_DTfXIfESMHL5


View Text Solution

20. Which transaction- autonomous or accommodating-

brings balance in BOP account?

View Text Solution

21. What is the di�erence between values of exports and

imports called?

View Text Solution

22. The price of US dollar has fallen from Rs 65 to Rs 62. Has

the Indian currency depreciated or appreciated?

View Text Solution

https://dl.doubtnut.com/l/_DTfXIfESMHL5
https://dl.doubtnut.com/l/_0HawE2XDuVik
https://dl.doubtnut.com/l/_cF7ZjKoDueuh
https://dl.doubtnut.com/l/_TIoThLHLG7Ao


Short Answer Questions Of 3 4 Marks Each

1. Distinguish accommodating and autonomous items of BOP.

View Text Solution

2. Distinguish between a spot market and forward market of

foreign exchange.

View Text Solution

3. Di�erentiate between BOP and BOT.

View Text Solution

https://dl.doubtnut.com/l/_TIoThLHLG7Ao
https://dl.doubtnut.com/l/_8tU3UWyGoGIX
https://dl.doubtnut.com/l/_CM7nnRIumdDg
https://dl.doubtnut.com/l/_vxkqOzFajRIT


4. Di�erentiate between capital account and current account.

View Text Solution

5. Explain the relation between foreign exchange rate and its

supply.

View Text Solution

6. Why does demand for foreign exchange rise when its price

falls?

View Text Solution

https://dl.doubtnut.com/l/_gl1i17jsRmUY
https://dl.doubtnut.com/l/_zvuDYUGmzPDc
https://dl.doubtnut.com/l/_JGRyi7doQObu


7. Why does supply of foreign exchange rise when its price

rises?

View Text Solution

8. Explain the concept of hedging in the context of foreign

exchange market.

View Text Solution

9. Distinguish between BOT and Balance on current account.

View Text Solution

https://dl.doubtnut.com/l/_EITYdKbjF5tu
https://dl.doubtnut.com/l/_iVPfS8rzbZyE
https://dl.doubtnut.com/l/_tRZiqCbE1iY9


10. How can an increase in foreign direct investment a�ect the

price of foreign exchange?

View Text Solution

11. Name the broad categories of transactions recorded in the

'capital account' of the BOP account.

View Text Solution

12. Name the broad categories of transactions recorded in the

'current account' of the BOP account

View Text Solution

https://dl.doubtnut.com/l/_ZjcXb8ozWDtk
https://dl.doubtnut.com/l/_P1WT28uF2HKS
https://dl.doubtnut.com/l/_TWlGAQWpXZTJ
https://dl.doubtnut.com/l/_q4HS4aVE5rHn


13. Will the sale of machinery to abroad be recorded in BOP

accounts? Give reasons.

View Text Solution

14. What are �xed and �exible exchange rates?

View Text Solution

15. Explain the meaning of Management Floating Exchange

Rate.

View Text Solution

https://dl.doubtnut.com/l/_q4HS4aVE5rHn
https://dl.doubtnut.com/l/_tfc9k0gY2ykj
https://dl.doubtnut.com/l/_C4hoQDtYOzOH


Long Answer Questions Of 6 Marks Each

16. Where is borrowing from abroad recorded in the BOP

Accounts? Give reasons

View Text Solution

1. Explain components of (a) current account and (b) capital

account of BOP.

View Text Solution

2. Govt. of India has doubled the import duty on gold. What

will be its impact on foreign exchange rate and how?

View Text Solution

https://dl.doubtnut.com/l/_DevgkLykqM9X
https://dl.doubtnut.com/l/_56rTcsWmEmVf
https://dl.doubtnut.com/l/_CZBREwGV3Ax2


View Text Solution

3. Describe the causes for disequilibrium in BOP. Suggest

corrective measures.

View Text Solution

4. Foreign exchange rate in India is on the rise recently. What

will be its impact on exports and how?

View Text Solution

5. Explain the e�ect of fall in price of foreign exchange on

exports.

View Text Solution

https://dl.doubtnut.com/l/_CZBREwGV3Ax2
https://dl.doubtnut.com/l/_9NAosyOATprh
https://dl.doubtnut.com/l/_PcVCvXCzGhbH
https://dl.doubtnut.com/l/_lrFg8TVuuS32


6. Distinguish between depreciation and devaluation.

View Text Solution

7. State the nature of transactions recorded in current

account of BOP.

View Text Solution

8. Explain the e�ect of appreciation of domestic currency on

imports.

View Text Solution

https://dl.doubtnut.com/l/_lrFg8TVuuS32
https://dl.doubtnut.com/l/_4ndb8g0Mdtod
https://dl.doubtnut.com/l/_0ULy4dJYJP1O
https://dl.doubtnut.com/l/_JmfTY44EJHw2


9. Explain the e�ect of depreciation of domestic currency on

exports.

View Text Solution

10. (a) In which sub-account and on which side of Balance of

Payments account will foreign investments in India be

recorded? Give reasons. 

(b) What will be the e�ect of foreign investments in India on

exchange rate? Explain.

View Text Solution

11. Indian investors lend abroad. Answer the following

questions: 

https://dl.doubtnut.com/l/_fuoDa9vMqTlm
https://dl.doubtnut.com/l/_NtP35UsvTB07
https://dl.doubtnut.com/l/_1o2YaWcx7hDa


Cbse Sample Questions Paper 2018

(a) In which sub-account and on which side of the Balance of

Payment Account such lending is recorded? Give reasons. 

(b) Explain the impact of this lending on market exchange

rate.

View Text Solution

12. Why does the demand for the foreign currency fall and

supply rises when its price rises? Explain

View Text Solution

1. De�ne money supply.

Vi T t S l ti

https://dl.doubtnut.com/l/_1o2YaWcx7hDa
https://dl.doubtnut.com/l/_DW95NWCUQTAu
https://dl.doubtnut.com/l/_RvAXEBgb27oH


View Text Solution

2. State one �scal measure that can be used to reduce the gap

between rich and poor.

View Text Solution

3. De�ne the capital receipts of a government.

View Text Solution

4. From the following data calculate Fiscal De�cit. 

https://dl.doubtnut.com/l/_RvAXEBgb27oH
https://dl.doubtnut.com/l/_2ybZm4nlH0ze
https://dl.doubtnut.com/l/_B9FSWNWAPEGf
https://dl.doubtnut.com/l/_F7NI9EK8gl4V


View Text Solution

5. Estimate the value of ex-ante AD, when autonomous

investment and consumption expenditure (A) is Rs 50 crores,

and MPS is 0.2 and level of income is Rs 300 crores.

View Text Solution

6. Calculate Multiplier when MPC is 4/5 and 1/2. From the

calculations establish the relation between size of Multiplier

and size of MPC.

View Text Solution

https://dl.doubtnut.com/l/_F7NI9EK8gl4V
https://dl.doubtnut.com/l/_RTPMdzfdwoE1
https://dl.doubtnut.com/l/_NARRcTEHOXkV


7. Discuss the signi�cance of 45 degree line in Keynesian

Economics.

View Text Solution

8. Elaborate 'economic growth' as objective of government

budget.

View Text Solution

9. Use following information of an imaginary country: 

  

(i) For which year is real GDP and nominal GDP same and why? 

https://dl.doubtnut.com/l/_9hqWZzN98h2S
https://dl.doubtnut.com/l/_MH6dSEsDR24y
https://dl.doubtnut.com/l/_4clf0hsfJRdq


(ii) Calculate Real GDP for the given years. ls there any year for

which Real GDP falls?

View Text Solution

10. How will 'Reverse Repo Rate' and 'Open Market Operations'

control excess money supply in an economy?

View Text Solution

11. Illustrate with the help of a hypothetical numerical example

the process of credit creation.

View Text Solution

https://dl.doubtnut.com/l/_4clf0hsfJRdq
https://dl.doubtnut.com/l/_H1JrtUNMcndf
https://dl.doubtnut.com/l/_SkY89sDJ0d2B


12. (a) De�ne Externality. 

(b) Find National Income from following using expenditure

method 

  

View Text Solution

13. Will the following factor income be included in domestic

factor income of lndia ? Give reasons for your 

(i) Compensation of employees to the resident of Japan

working in Indian embassy in Japan. 

https://dl.doubtnut.com/l/_KMV0mLxtCS3w
https://dl.doubtnut.com/l/_yxUDsTes9jD2


(ii) Payment of fees to a Chartered Accountant by a �rm. 

(iii) Rent received by an Indian resident from Russian embassy

in India. 

(iv) Compensation given by insurance company to an injured

worker.

View Text Solution

14. State whether the following statements are true or false.

Give valid reasons for your answers. 

(i) Unplanned inventories accumulate when planned

investment is less than planned saving. 

(ii) De�ationnry gap exists when aggregate demand is greater

than aggregate supply at full employment level. 

(iii) Average prooensity to save can never be negative.

View Text Solution

https://dl.doubtnut.com/l/_yxUDsTes9jD2
https://dl.doubtnut.com/l/_fIScq9rRHl9l


Cbse Exam Questions Paper 2017

15. (a) 'Devaluation and Deprecitation of currency is one and

the same thing'. Do you agree? How do they a�ect the exports

of a country? 

(b) What is meant by 'o�cial reserve transrtctions'? Discuss

their importance in Balance of Payments.

View Text Solution

1. The ratio ottotal deposits that a commercial bank has to

keep with Keserve Bank ot India is ca lled: (choose the correct

alternative) 

(a) Statutory liquidity rado 

https://dl.doubtnut.com/l/_fIScq9rRHl9l
https://dl.doubtnut.com/l/_5HXfZPLT2z2Z
https://dl.doubtnut.com/l/_RO7y7ygHg2Ii


(b) Deposit ratio 

(c) Cash reserve ratio 

(d) Legal reserve ratio

View Text Solution

2. Aggregate 9emand can be increased by: (choose the correct

aiternative) 

(a) increasing bank rate 

(b) selling government securities by Reserve Bank of India 

(c) increasing cash reserve ratio 

(d) none of the above

View Text Solution

3. Give the meaning of involuntary unemployment.

https://dl.doubtnut.com/l/_RO7y7ygHg2Ii
https://dl.doubtnut.com/l/_gTa8VcAQ6AJS
https://dl.doubtnut.com/l/_KoZVwhDQ4aEb


View Text Solution

4. What is primary de�cit?

View Text Solution

5. Give the meaning of baiance ot payments.

View Text Solution

6. Distinguish between �nal goods and intermediate goods.

Give an example of each.

View Text Solution

https://dl.doubtnut.com/l/_KoZVwhDQ4aEb
https://dl.doubtnut.com/l/_G0d9bxUtq2DB
https://dl.doubtnut.com/l/_SOFRmoTg92Xo
https://dl.doubtnut.com/l/_DiNMLmMWKkGX
https://dl.doubtnut.com/l/_eUYMz38JmLZG


7. Explain the store of value function of money.

View Text Solution

8. State the meaning and components of money supply.

View Text Solution

9. Explain the basis of classifying taxes into direct and indirect

tax. Give examples.

View Text Solution

10. Explain 'banker to tne government function of the central

bank

https://dl.doubtnut.com/l/_eUYMz38JmLZG
https://dl.doubtnut.com/l/_JbZwh8sK9cvT
https://dl.doubtnut.com/l/_JWUHA4vvMFCV
https://dl.doubtnut.com/l/_iTr39CYWcawA


View Text Solution

11. Explain the roic of reverse repo rate in controlling money

supply.

View Text Solution

12. Explain how government budget can be used to in�uence

distribution of income?

View Text Solution

13. An economy is in equilibrium. From the following data

about an economy calculate autonomous consumption. 

(a) lncome = 5000 

https://dl.doubtnut.com/l/_iTr39CYWcawA
https://dl.doubtnut.com/l/_ToglAt9qHB7h
https://dl.doubtnut.com/l/_ScdYrwGDmEdg
https://dl.doubtnut.com/l/_pgjj3EikpOuG


(b) Marginal propensity to save = 0.2 

(c) Investment expenditure = 800

View Text Solution

14. Why does the demand for foreign currency fall and supply

rises when its price rises'? Explain.

View Text Solution

15. Explain 'non-monetary exchanges' as a limitation of using

gross domestic product as an index of welfare of a country.

View Text Solution

https://dl.doubtnut.com/l/_pgjj3EikpOuG
https://dl.doubtnut.com/l/_uiGFIwbBLsjO
https://dl.doubtnut.com/l/_48FiVVdQitQa


16. How will you treat the following while estimating domestic

product of a country ? Give reasons for your answer: 

(a) Pro�ts earned by branches of country's bank in other

countries 

(b) Gittsgiven by an employer to his employees on

independence day 

(c) Purchase of goods by foreign tourists

View Text Solution

17. Calculate (a) net domestic product at factor cost and (b)

gross national disposable income. 

https://dl.doubtnut.com/l/_xqxY8GvWGxyp
https://dl.doubtnut.com/l/_qyRFtRdrRsKj


View Text Solution

₹ in crore

(i) Private final consumption expenditure 800

(ii) Government final consumption expenditure 1000

(iii) Exports 70

(iv) Imports 120

(v) Consumption of fixed capital 60

(vi) Gross domestic fixed capital formation 500

(vii) Change in stock 100

(viii) Factor income to abroad 40

(ix) Factor income from abroad 90

(x) Indirect taxes 700

(ξ) Subsidies 50

(ξi) Net current transfers to abroad ( − )30

18. Assuming that increase in investment is 1000 crore and

marginal propensity to consume is 0.9, explain the working of

multiplier.

View Text Solution

https://dl.doubtnut.com/l/_qyRFtRdrRsKj
https://dl.doubtnut.com/l/_de8sFX5S8ZLr


Cbse Exam Questions Paper 2017 All India

1. Demand deposits include (Choose the correct alternative) 

(a) Saving account deposits and �xed deposits 

(b) Saving account deposits and current account deposits 

(c) Current account deposits and �xed deposits 

(d) All types of deposits

View Text Solution

2. De�ne marginal propensity to consume.

View Text Solution

https://dl.doubtnut.com/l/_FPkNtIE8Wmrs
https://dl.doubtnut.com/l/_YfSFzlEUuOVj


3. If the marginal propensity to consume is greater than

marginal propensity to save, the value of the multiplier will be

(Choose the correct alternative) 

(a) greater than 2 

(b) less than 2 

(c) equal to 2 

(d) equal to 5

View Text Solution

4. De�ne Government budget.

View Text Solution

5. What is meant by depreciation of domestic currency?

https://dl.doubtnut.com/l/_pDoxE3T5hmSo
https://dl.doubtnut.com/l/_7BPGXloHh1m6
https://dl.doubtnut.com/l/_aNSCWb84kTZs


View Text Solution

6. Explain with the help of an example, the basis of classifying

goods into �nal goods and intermediate goods.

View Text Solution

7. Explain "di�culty in storing wealth" problem faced in the

barter system of exchange.

View Text Solution

8. Explain the "medium of exchange" function of money.

View Text Solution

https://dl.doubtnut.com/l/_aNSCWb84kTZs
https://dl.doubtnut.com/l/_74QmhzPiCYvM
https://dl.doubtnut.com/l/_SUaxH4VhSCQA
https://dl.doubtnut.com/l/_1GzdJM7pWld1


9. Distinguish between directtaxes and indirecttaxes. Give an

example of each.

View Text Solution

10. Explain the "bankers' bank" function of the central bank.

View Text Solution

11. Explain the process of credit creation by commercial banks.

View Text Solution

https://dl.doubtnut.com/l/_UjvJCtACV6qY
https://dl.doubtnut.com/l/_DeLN2utfqDKs
https://dl.doubtnut.com/l/_eZUJyvOUvDxB


12. An economy is in equilibrium. From the following data,

calculate the marginal propensity to save: 

Given the behaviour of marginal product and total product as

more and more units of only one input are employed while

keeping other inputs as constant. 

(a) Income = 10,000 

(b) Autonomous consumption = 500 

(c) Consumption expenditure = 8,000

View Text Solution

13. Explain how government budget can be helpful in bringing

economic stabilization in the economy.

View Text Solution

https://dl.doubtnut.com/l/_eqVTDKstktWt
https://dl.doubtnut.com/l/_ZR3iPJ1HBd06
https://dl.doubtnut.com/l/_xaJxP4cUAR4d


14. Distinguish (a) between current account and capital

account, and (b) between autonomous transactions and

accommodating transactions of balance of payments account.

View Text Solution

15. Explain the precautions that should be taken while

estimating national income by expenditure method.

View Text Solution

16. Will the following be included in the domestic product of

India? Give reasons for your answer. 

(a) Pro�ts earned by foreign companies in India 

https://dl.doubtnut.com/l/_xaJxP4cUAR4d
https://dl.doubtnut.com/l/_MvbCuJZHUHuZ
https://dl.doubtnut.com/l/_NNWJdJT0UlZl


(b) Salaries of Indians working in the Russian Embassy in India

(c) Pro�ts earned by a branch of State Bank of India in Japan

View Text Solution

17. Calculate (a) National Income, and (b) Net National

Disposable Income : 

View Text Solution

₹ in crore

(i) Compensation of employees 2,000

(ii) Rent 400

(iii) Profit 900

(iv) Dividend 100

(v) Interest 500

(vi) Mixed income of self-employed 7,000

(vii) Net factor income to abroad 50

(viii) Net exports 60

(ix) Net indirect taxes 300

(x) Depreciation 150

(ξ) Net current transfers to abroad 30

https://dl.doubtnut.com/l/_NNWJdJT0UlZl
https://dl.doubtnut.com/l/_8WcfbL9DxndX


Model Sample Questions Paper 1

18. Outline the steps required to be taken in deriving saving

curve from the given consumption curve. Use diagram. ltBrgt

OR 

Given consumption curve, derive saving curve and state the

steps taken in the process of derivation. Use diagram.

Watch Video Solution

1. De�ne a central bank.

View Text Solution

https://dl.doubtnut.com/l/_eQTIpkF5yaMC
https://dl.doubtnut.com/l/_isZf98wLj98t


2. The price of US dollar has fallen from Rs 65 to Rs 62. Has the

Indian currency depreciated or appreciated?

View Text Solution

3. Foreign exchange transaction dependent on other foreign

exchange transactions are called: 

(i) current account transaction 

(ii) capital account transaction 

(iii) autonomous transaction 

(iii) autonomous transaction 

(iv) accomodating transaction

View Text Solution

https://dl.doubtnut.com/l/_CvtInegJ50ta
https://dl.doubtnut.com/l/_DmnVuaoVUxui


4. An economy is in equilibrium. Calculate national income

fromt the following: 

National Income=100 

Marginal propensity to save=0.2 

Investment expenditure 200

Watch Video Solution

5. If an economy , Saving Function is given by S

crores, consumption

expenditure for the economy would be Rs. 1,650 crores and

the autonomous investment is Rs. 50 crores and the marginal

propensity to consume is 0.8 True or False ? Justify your

answer with proper calculattions.

Watch Video Solution

= ( − )50 + 0.2Y and Y = Rs. 2, 000

https://dl.doubtnut.com/l/_iyYhFyikmlso
https://dl.doubtnut.com/l/_pku035adF8LO


6. Does equilibrium at full employment imply a higher level of

output? Explain.

View Text Solution

7. De�ne externalities. Give an example of negative/positive

externality and its impact on welfare.

View Text Solution

8. Explain function of money as a unit of account/measure of

value. How has it solved related problem of barter?

View Text Solution

https://dl.doubtnut.com/l/_pku035adF8LO
https://dl.doubtnut.com/l/_yU04KTc60w0Z
https://dl.doubtnut.com/l/_LxDvzL8FGiER
https://dl.doubtnut.com/l/_ejZULIwvkF1d


9. Explain the medium of exchange function of money. How

has it solved the related problem of barter?

View Text Solution

10. Di�erentiate between devaluation and depreciation.

View Text Solution

11. Outline the steps required to be taken in deriving saving

curve from the given consumption curve. Use diagram. ltBrgt

OR 

Given consumption curve, derive saving curve and state the

steps taken in the process of derivation. Use diagram.

Watch Video Solution

https://dl.doubtnut.com/l/_KA8BrvDXWb0g
https://dl.doubtnut.com/l/_I3RKaRVPOZYp
https://dl.doubtnut.com/l/_wD6HBlPUjJTf


Others

12. How can a government budget help in reducing

inequalities through redistribution of income? Explain.

View Text Solution

1. Are the following transactions entered on the credit side or

debit side of BOP account ? 

(i) Exports (ii) Imports (iii) Borrwings from rest of the world

(iv) Gifts from abroad (v) Lending to abroad.

View Text Solution

https://dl.doubtnut.com/l/_wD6HBlPUjJTf
https://dl.doubtnut.com/l/_ZzZ1vduiQH3e
https://dl.doubtnut.com/l/_MPMGw8DZUZIl
https://dl.doubtnut.com/l/_SvoAwbg0XaB5


2. Where are the following items recorded? Give reasons. 

(i) Import of machinery (ii) Sale of machinery to abroad (iii)

Remittances from family members from abroad (iv) borrowing

from abroad (v) Export and import of computers (vi) Lending

abroad (vii) Foreign investment in India.

View Text Solution

3. 'Excess of foreign exchange receipts over foreign exchange

payment on account of accommodating transactions equals

de�cit in BOP''. True or False.

View Text Solution

4. What will be the e�ect of foreign investment in India on

exchange rate ? Explain.

https://dl.doubtnut.com/l/_SvoAwbg0XaB5
https://dl.doubtnut.com/l/_XloJDL8Fu1CC
https://dl.doubtnut.com/l/_WsXTZu11bPjT


View Text Solution

5. Explain the impact of Indians lending abroad on market

exchange rate.

View Text Solution

6. How can an increase in foreign direct investment a�ect the

price of foreign exchange ?

View Text Solution

7. Recently government of India has doubled the import duty

on gold. What impact is it likely to have on foreign exchange

rate and how ?

https://dl.doubtnut.com/l/_WsXTZu11bPjT
https://dl.doubtnut.com/l/_FYcZj73NJ9oD
https://dl.doubtnut.com/l/_uoiMuK7mwPkh
https://dl.doubtnut.com/l/_Bpv1tkQ4Ah7E


View Text Solution

https://dl.doubtnut.com/l/_Bpv1tkQ4Ah7E

