ECONOMICS
UNIT- IX
H7—pIVY (Assertion-Reason) (01 Mark)

Answer Options (3w fa&e( (for all questions)
(A) Both A and R are true, and R is the correct explanation of A.

A 3R EIAT T S, 3R, AT GE STTEATE |
(B) Both A and R are true, but R is not the correct explanation of A.
A 3R Gt TET €, afehet R, A T TET carear AT 8|
(C) Ais true, but R is false.
ATET &, olfehel R AT 1
(D) A is false, but R is true.
AT g, el R TET &

QUESTIONS-
Q1 Assertion (A): ™Te] WIAT 3R Yol T, $TcTT HJolel Wi & JHG UeHh g
Reason (R): dle] WIAT shdel d&3il 3R Qai3i & RTd-fAd1d & Repis a2 g

Assertion (A): Current account and capital account are major components of the Balance of
Payments (BoP) account.
Reason (R): The current account records only the import and export of goods and services.

Q2 Assertion (A): 33TcTTel HcJolel WIAT AT AT gl &
Reason (R): IT& e TIAT 3TAAY A el &, dF Goir @rar o 3feeiy aF grem|

Assertion (A): The Balance of Payments account is always balanced.
Reason (R): If the current account is in surplus, the capital account must also be in surplus.

Q3 Assertion (A): TTe fohdl & & HTe] WA H ©MET &, 38 Yol TIAT HTEAY garT
Hqfad frar S gehar &
Reason (R): dTe] WIdT ©ICT §AM U 31{AH FHhe 1 q2iidm gl

Assertion (A): If a country has a current account deficit, it can be balanced by a capital
account surplus.
Reason (R): A current account deficit always indicates an economic crisis.

Q4 Assertion (A): HITcTe] {-iglolo'i H 3y g 1 3T § F 2w faeah Hal Ifea
e &
Reason (R): Yol @IAT AT =T @I 1 f&afy &1 wenfad &< g




Assertion (A): A surplus in the Balance of Payments means that the country is earning foreign
currency.
Reason (R): The capital account always influences the position of the current account.

Q5 Assertion (A): R fafdey &3 gomrell #Hgr SoR & fERRET orelr 1
Reason (R): THR 3N FT d& /AT a3 & 90 W@ & T godaT #7187 aHa
gl

Assertion (A): The fixed exchange rate system brings stability to the currency market.
Reason (R): The government and central bank do not intervene to maintain the exchange rate.

Q6 Assertion (A): edTell fafadT ax gomel SToR Fr afFa garrT AUTRa g g1
Reason (R): #gl &1 A 3R 3mqfd afaag e & @uiRa a3 g

Assertion (A): The flexible exchange rate system is determined by market forces.
Reason (R): The demand and supply of currency determine the exchange rate.

Q7 Assertion (A): HFd SoIR A fAfeT X AT AR 3MYfd & Hore W AR Fcr g
Reason (R): Ife Tl fagel Her 1 AT docl § aF 38R HaAd ge S &

Assertion (A): In a free market, the exchange rate depends on the balance of demand and

supply.
Reason (R): If the demand for a foreign currency increases, its price decreases.

Q8 Assertion (A): Ta&lT #HaT T AT A s @ 3Fh fAfFHT T Tocht Bl
Reason (R): 3= facell faaer @ exe #er & &1 ded &, fSa@ s fafaay &3
gedr gl

Assertion (A): An increase in the demand for foreign currency increases its exchange rate.
Reason (R): Higher foreign investment increases the demand for domestic currency, reducing
its exchange rate.

Q9 Assertion (A): Flell fAfAeT &X HaT 3radeaeT IR sleaeT 1 TAEBN A g
ohdl gl
Reason (R): T&HR 3R HT I el fafdea e yormel # &1 s{fAsmr 8t
IGEIGT

Assertion (A): A flexible exchange rate can solve the problems of depreciation and
appreciation.
Reason (R): The government and central bank have no role in a flexible exchange rate system.

Q10 Assertion (A): TR RAHAT T yomel <amaR 3R Hder & BRAr v i &l
Reason (R): Ig JUTGll HGT 6k H TERAdeh &7 & Aol TN Il gl

Assertion (A): A fixed exchange rate system provides stability in trade and investment.
Reason (R): This system naturally establishes balance in the currency market.




Q11 Assertion (A): 9&§f8d foRelr fafdaa gx gormel (Managed Floating Exchange Rate
System) ¥ HAlT deh §EAEGTT HL TohTl gl
Reason (R): I§ JUTell G g &SGR & AfFadl T A gl g

Assertion (A): In a managed floating exchange rate system, the central bank can intervene.
Reason (R): This system is completely dependent on market forces.

Q12 Assertion (A): fa#T X # def& & AT #Hal &1 ot B
Reason (R): faT#@T aT & geftr &1 318 § & o Har Aolgd &1 W B

Assertion (A): An increase in the exchange rate makes imports expensive.
Reason (R): An increase in the exchange rate means the domestic currency is strengthening.

Q13 Assertion (A): Hel 3aHeds @ fAdTd & dorar Ao gl

Reason (R): 3/@HedsT ¥ Tl 3cUrg fagel srol # wed & o gl

Assertion (A): Currency depreciation promotes exports.
Reason (R): Depreciation makes domestic goods cheaper in foreign markets.

Q14 Assertion (A): @ ax & 31FERAT IR O T wefad X T gl
Reason (R): 2R RIfF#AT T yomely camaRes 31fE2RAr & & Fdr B

Assertion (A): Exchange rate instability can affect international trade.
Reason (R): A fixed exchange rate system reduces trade uncertainty.

Q15 Assertion (A): IfE Teh 2T T FHeT A1 fANAT T AR TR &, 38% @R
HJoleT T FARRIcHD THIE IS Hebel &
Reason (R): HgT & XA &X & 3mard @&d & 97 €, 998 s419R ©mer 96 g

Assertion (A): If a country's exchange rate continuously falls, it can negatively impact its trade
balance.
Reason (R): A falling exchange rate makes imports cheaper, increasing the trade deficit.

gglddbedid 797 (Multiple-choice Questions) (01 Mark)

Q1. A country’s balance of payments always balances because

Teh & T AT Hclolel GHAT HJfoldd ol & FiTh




Q2.

Q3.

Q4.

(A) Current account is always equal to capital account / dTe] Tl gHer qt\Gﬁ Grad & seR
g &

(B) Statistical discrepancy is adjusted / HITEIRIT 3R FATASIT fhar STar g

(C) It follows a double-entry accounting system / TJg Glgxl IfATSC oI@T JOUTST hr HJEI0T
AT &

(D) Exchange rate adjustments ensure balance / fafa/\ 1 g3 TARINS {-Igl ofod ﬁ'@?ﬂ T
3
Which of the following is NOT included in the current account of BoP?

feTof@d & @ et AT T Flolel & e Wid # AT w7gT giar &?
(A) Exports and imports of goods / Tﬂﬁf}ﬁ a1 faata 3R 3maa

(B) Foreign direct investment / ScyeT facel foraer

(C) Invisible trade balance / 3T€%T EITIR HcJole]

(D) Unilateral transfers / Tehd®I TATATAROT

If a country has a BoP surplus, it means

gfe ol Ger o1 $JITcIel Hlolel 3T & &, o g&ar 31T §

(A) The country is accumulating foreign exchange reserves / 2T Tacefr Hal SR THhT
@&

(B) The country is experiencing depreciation of its currency / G2T <hl Hal ol 3d#edeT gr
W&

(C) Imports are greater than exports / 3T AT & 318+ §

(D) The capital account is in deficit / qc\Gﬂ' grar g¢ H §

The capital account of BoP records
AT HJolel T Yol TIel ol el &

(A) Export and import of goods / Eﬂﬁf}ﬁ &1 a3 3T

(B) FDI, FII, and external borrowings / Icg&T facelt faaer, fagelr gwamra @ger 3k
CIUEUINY

(C) Workers’ remittances / HTHepl hT Y§OT T

(D) Government subsidies to domestic firms / EI'QT:T\ HYfal P THR IRy &r SiTeT dTell
dieqsT




Q5.

Q6.

Q7.

QS.

Q9.

An increase in remittances from abroad will lead to

Riat & oreer gwor TR ¥ gefr § FT g
(A) Capital account surplus / qc\Gﬁ grar 3faey
(B) Current account surplus / dTe] @Il 3ty
(C) Capital account deficit / qt\Trﬁ rdr °rer

(D) Trade deficit / SIT9IX °TCT

A balance of payments deficit occurs when

AT Helel °1e #H gIem g o
(A) A country’s foreign exchange reserves increase / G2 T facelr Har SR d¢dT ¢

(B) Total debits exceed total credits in the BoP / 3]dTcT= {-igloio-l " Dol sfac Dol shisc &
3 grar §

(C) Imports are less than exports / 3TATA GGG i

(D) The capital account is in surplus / q«Gﬁ Qrar 3TAY H giar &

If a country continuously experiences BoP deficit, it may lead to
e IS G2 TANAR AT Hlolel ©1E T WIHAT Il g, Ol SEY FAT 81 Tehell &

(A) Appreciation of domestic currency / EI'QT:T\ Hal =l gﬂ?ﬁ‘?&ﬂ

(B) Depletion of foreign exchange reserves / facafy Hal SR &I HaAT
(C) An increase in trade surplus / SITIR 3fOAY H aﬁ
(D) A rise in exports / GRIGK:] EIC?{T%I'

Which of the following is a characteristic of a flexible exchange rate system?

fArfaf@a # & #ia @ ool [Afaag v gomelr & faQwar g2

(A) The exchange rate is determined by government policies / fafeida g3 TRY Aifaat
carT e g

(B) The exchange rate fluctuates according to demand and supply of currency / fafa#ar ¥
Hal 1 AT 3R I & IHFER  Feoldl Wl

(C) The central bank fixes the currency value / T dh Hal &l Hed feTRa #ar g
(D) The exchange rate remains constant over time / [df1# T g3 T8I & @y R wEdr g

Under a fixed exchange rate system, if the demand for foreign currency increases, the central
bank

T O fafawe e gomel &, Ife facel Har & A gedt 8, Fi I




(A) Allows the exchange rate to rise freely / TAf¥d s ¥ & TadT ®T & o1 &l ¢

(B) Sells foreign currency from its reserves / 39«1 78R & facelr Harl 9TAT §

(C) Buys foreign currency to stabilize the rate / AT T &I W & v faceh
HeT TS §

(D) Does nothing and lets the market adjust / 3 Tel T 3R IR & GARTST glet
o &

Q10. The following diagram shows the equilibrium exchange rate in a free market. If the demand
for foreign currency increases, the new equilibrium exchange rate will

fefaf@d 3@ AFd soR 7 RfAAT &7 ddel F qldar g1 IS A 7ar &
AT Secl 8, a6 741 Horel fafaaa &1

Y A
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Demand and Supply for foreign
exchange (in Dollars)




(A) Increase / SGIMT

(B) Decrease / €T

(C) Remain unchanged / 3aRafda e

(D) Fluctuate randomly / TTeeded ®T & 3dR-UGId M

Q11. When a country’s exports increase, the exchange rate of its currency will

ST fordlY e & fAATd Sedr &, df 3| #Her dr fAfaag e
(A) Appreciate / AT

(B) Depreciate / €¢I
(C) Remain constant / TEAT T
(D) Have no impact / Elfl?“?' L R EA R L)

Q12. A country following a managed floating exchange rate system

T 2T o geferd foaRelr fafaerar e yomelr 1 3rERor widr §

(A) Fixes its exchange rate permanently / 379 fafeaar eT o TUR—Y 9 & dT AT g
(B) Allows exchange rates to fluctuate freely / TAf# I &It FI Tada T F 3aR-ded
A ST §

(C) Intervenes in the foreign exchange market when needed / ST 37Taedh g facel Hal
IOk & gTdalT FRaT §

(D) Keeps the exchange rate equal to purchasing power parity / fJafe/dar g¥ &1 %a afed

AT & SR dATT QAT &

Q13. A major disadvantage of a fixed exchange rate system is

e fafesa aX yomelr it vw wHE il
(A) High exchange rate volatility / 3Td fafedar gv 31f&edr

(B) Loss of monetary policy independence / Aifged AT 1 Tadaar &1 oh e

(C) Trade imbalances cannot be corrected / SATIIX 3-N-i<;|cﬂo-| F Sh AgT [HAT JT ohdr
(D) High inflation / 3T Jfl_,?;ﬂitﬁﬁ

Q14. A key advantage of a managed floating exchange rate system is

et e fafeea a3 yomelr &1 e Jew o §

(A) Complete stability in currency value / gl Hed H c|;'35f e

(B) No need for foreign exchange reserves / facefr Hal SR T 3TTaTehdT el

(C) A mix of market-driven rates and government intervention / SToTR-ATTeld &1 3R

7



10.

TR gEd&T 1 fFsor
(D) It prevents inflation / g Wﬁ A Ukl g

f9735a ST g9 (One word/definite answer questions (01 Mark)

Which account in Balance of Payments records trade in goods and services?

FATSET AT Wl A HheT AT WIT I3 AR Famat F AR F g FI@r
&

Which items are recorded in the capital account of the Balance of Payments?

HARTSE ST Wee & Goit @ 7 Fler Ry 71t Y gof R smar &2

Which balance of payments component records unilateral transfers?

ARSI STt Woel FT il AT GF THATHT HeROT FY gof Fam §?

Which term describes a situation where foreign currency inflow exceeds outflow in the BoP?
o fagelt #a1 #1 Aadare 3uF Afedare @ HAF AT B A 3@ FAT Fed 2
Which account in BoP includes Foreign Direct Investment (FDI)?

AU sTaTel Hford H HlaT &1 @iar gewaT fagel fAder (Fpn) # wfFAfaa
FT 87

What does BoP deficit indicate about a country's international trade?

AT Hfere ureT fREY or & HATSAT AR F IR F FAT Fha &aT 87
Which policy tool can be used to correct a BoP deficit?

AT Adelel U1 H GURA & T Sl @1 Afqd suhor 3ugler fHar s @eher
e

Which BoP component includes remittances from abroad?

HARTSE ST WJolel HT il A1 geH faeel @ 9o Y9or 1 anfdrer e @2
If the BoP is always balanced in accounting terms, what causes a BoP deficit?

IfE A@iFT A AT AT A WA T ¢, A ST Hefeler wreT fhw
FROT § BT 82

Which institution in India manages the country's Balance of Payments?

AR H ST W F HlT W A TEfAT Far 8



11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

Which term describes an exchange rate fixed by the government?
WEHR gart AuiRa ffasT e« =1 Fga

What is the main disadvantage of a flexible exchange rate?
afieh RfawT T A g7 g w=r 2

What do we call a situation where the central bank intervenes in the foreign exchange market
while allowing market forces to play a role?

Te Ul Far Fgar ¢ o9 Fi 3F R 70 T9R F sFaaT Far § A
IR @ AfFaat Y it FT FIA ZaT 2

Which type of exchange rate adjusts automatically based on demand and supply of foreign
currency?

ag Fla W fAfasa o ¢ ot fdel Jar # A 3k argfd & mam W wE:
FAfST & ardt @2

What is the major advantage of a fixed exchange rate system?

P RfawT & gorrelt w1 yog@ amer =

What is the equilibrium exchange rate in a free-market economy determined by?

HFd q9R Irdfeaaedr # aqgew Rfawa @ Fes g Puiia & ¥
What happens to the domestic currency if demand for foreign currency increases?
Ife faeeft Fqer v Ar agedt &, @ W AT W FAT YHT IS

Which factor can lead to appreciation of a country's currency?

FiT W FRE A o A AT A Aeagefr F wenfIa F Fwar 2

In a managed floating exchange rate system, who regulates the currency fluctuations?
vafa foaeet Rfesa @ yomelt F 751 sar-Tem A Fa Fafa wwar &
What happens to exchange rates if a country faces high inflation compared to its trading
partners?

Ife Rt qur & 39F SARE snfieRt A gaen F 3= Ferehia gd g ar
R & W Far ysa 939

o7y Gcavig ¥ (Short answer questions (02 Marks)

Explain how the current account and capital account in the Balance of Payments are
interrelated.

HITT HeJolel A =Tl Tiell 3R It Trelr 398 # H& I3 a0 &, AAS|

A country has a current account surplus in its Balance of Payments. What could be the possible

impact on its capital account?

e fonell 30 T AT HJolol H ATe] Wi AW (surplus) F &, A SR Jair
G W GHIfad 9N 4T g Gl 82




10.

11.

12.

Analyze how an increase in foreign direct investment (FDI) affects the capital account of the
Balance of Payments.

gcgel facel fAaer (FDI) & gefer 8erare Ao & Yol Wid & H&d Fefad el
g, 39T Ta2evuT KIS

Evaluate the impact of a persistent Balance of Payments deficit on a nation’s economy.
ST $[TclleT HcJoloT TTET fohdlY Tog T rfegaedr &l & Jenfdd X Fohell &,
Hediehel IfaIT|

How does an increase in imports affect the Balance of Payments position of a country?
Explain.

AT & gefdr fhdY S & ST Acdolel 1 [Fufd r Ha wsmfad e g2
HHASATSU]

A country has a Balance of Payments surplus. What could be its impact on the exchange rate?
gfe fohdl ger 1 $7ITcleT Hlolel IMRAAT A &, Y g8 AT a7 o F41 931
qsam?

Explain how a Balance of Payments deficit can be financed through foreign exchange reserves.

AT Hlolel BC T TaGel HeT HSR & ATegd § Hh faaiioa fhar S Fehell
&2

Analyze the relationship between a Balance of Payments deficit and inflation in an economy.
ITCATST HJoleT BTET 3R rdegaedr & Heehifd & & o #1 fagavor Hifsw)
Evaluate the impact of trade deficit on the foreign exchange reserves of a country.

AR ©TeT fohdlr er o faeel Har $isR &1 Hd genfad il §, Hedichel HaT|
How can the government control a Balance of Payments deficit? Suggest two measures.

AR AT Tlolel B AT H FITAT A Fehell 2 @l 3UT 5T

Explain with an example how demand and supply determine the exchange rate in a flexible
exchange rate system.

Teh 3ATEXVT & A HASSU o oriiel fafes ax yomell # #er 3R 3mqfd
o X 1 &0 FuiRa &&= &

A country follows a fixed exchange rate system. How does it maintain exchange rate stability?
afg A% oo R fAfasw a3 gomel 3r9arar &, ar a8 [_fAay gx & erar &
ST 3@ 8?

Evaluate the impact of currency appreciation on a nation’s exports and imports in a flexible
exchange rate system.

10



13.

14.

16.

17.

18.

19.

20.

ool fafed g eX gomell & Hal & Heagery & fhdl avg & fald 3R 3mra W
T T TSl &, Hodiehel AT

Analyze why some countries prefer a managed floating exchange rate system over a purely
flexible or fixed system.

FO o QU e @ orhell a1 P Rfasra &3 gomelr & sy gafad foadh
RfFFT e Jomelr & A7 yde g &2

In a fixed exchange rate system, what happens when the market equilibrium exchange rate
differs from the official exchange rate? Explain.

&R ey & gomel # 9ie 9ok e i@y e 3R ey @ @
foe=T gl &, & @7 giar &2 §ASIST

Using a diagram, explain how an increase in demand for a country’s currency affects its
exchange rate in a free market.

T T T G I & FASIST b Iie Tl o & Fer AT AT Fodl g, o Tg
HqFd IR & 3T AfAAT a3 A Hq gsfad H¥am|

Compare the advantages and disadvantages of a fixed exchange rate system with a flexible
exchange rate system.

&R fafaey ex gomelr 3R oliel fafag &3 Jomell & Jofelr 3a7eh ot 3R
gifaat & 3mar W fifaw]

A country experiences a sharp depreciation in its currency under a flexible exchange rate
system. What could be the possible causes and consequences?

ool e & womel #F afy fRY dr Y Hqom w1 A 9HeTA @ A sEh
Hanfad wRoT 3R aRome Far @ TR 2

Analyze how central banks intervene in a managed floating exchange rate system to stabilize
the currency.

forel gaiftra faveh fafesa et yomell & g1 & R @& & v & d& Ha
AT I &, ST AT HifSv|

Evaluate the advantages and disadvantages of a managed floating exchange rate system
compared to a fully flexible exchange rate system.

T QU e @ ordiell Afe e gomell Y Jofer & gefdd fardr Afass o
YUTTell o o187 3 @Il ol Hedlehel hIfaTT|
g Far¥lg F97 (Short answer questions (03 Marks)

11



Explain how the balance of payments (BoP) maintains equilibrium in an economy. Analyze the
role of the current and capital accounts in this context.

SATEAT FX & It Feret (BoP) et srdeyaeyr & Wqaer aae @A # F9
WETIAT ST 81 9 Wesh & =rel @rar AR it wrar @ ofAwr F1 fFeawor wi
Evaluate the impact of a persistent current account deficit on a country's economy. Suggest
measures to correct it.

el qer &1 rdaFUT W AER AT WiAT €I F GHIG FT AediFT Fl 9@
FURA & 39T FAC

Analyze how an increase in foreign direct investment (FDI) affects the balance of payments
account of a country.

freatwor wY O weaer fagel fder (FDD A gefr R S F sperare Wqee @
F HA TR wICAT B

Create a flowchart to illustrate the components of the balance of payments and explain how
each component interacts with the others.

UF YATE-AIE T I Heldl & "l I quit 3R aHs F 9dF ueF
HeT & 1T FH Fea:Far FI41 B

Critically examine the impact of trade deficits on a developing economy's BoP account.

et Rraefier srdeaasyr & SITaTe W WA W SR " & GG
HATANTATCHS FHIET I

How does a balance of payments deficit affect the foreign exchange reserves of a country?
Suggest two ways to control a BoP deficit.

eTaTeT W Trel fREt dur & fadelt AeT R 1 FH wnRT FXar §? BoP WRE
# ffa w3 F & 3urr ged|

Analyze the implications of a BoP surplus for an economy. Can it always be considered
beneficial?

el srdegavar & fAT sprae Wqee AFfARIY & yamat @1 Redwor w1 w59
AT ATHHRY AT ST Thel &7

Evaluate the role of monetary and fiscal policies in correcting a BoP disequilibrium.

AT Herel e B 8F & A AlF R ey Afaat i sfer w7
HediFT

Explain how fluctuations in exchange rates can influence a country's BoP position. Use a graph
to support your answer.

12



10.

11.

12.

13.

14.

15.

16.

17.

18.

Fas? & Rfaws T § san-gem el qur A sprae dqes Rafa a1 F@
yafaa FX ¥HaT §1 IR 3 F TF AE F WY T H

"A surplus in BoP is not always a sign of economic strength." Justify this statement with
arguments.

"SIt HJerel A HAAY gavem s AN F1 FHFa Gt ATI" FH FUT F
dt afea 3R s@w

Differentiate between fixed, flexible, and managed floating exchange rate systems. Which
system is most suitable for a developing country? Justify your answer.

oo, arefelt sl yafta fovet Rfaww o yonfaxt & sraw wose %) Rwmade o
¥ faT Fla-dft yoreh Fad 39gTFd P IR IR F 3T SET

Evaluate the impact of a shift from a fixed exchange rate to a flexible exchange rate system on
a country’s economy.

et aer Y srdegavar W R RAfasy @ @ a=hd ‘fvay @ yome F aRads
¥ UG FT HedTwT

Analyze the role of central banks in managing exchange rates under a managed floating
system.

vafta favet yomelt & iaeta Rafaws o A vdfta Fwo F S 3 & s
&1 faeayor &)

Create a real-life scenario where a country benefits from a managed floating exchange rate
system. Explain with reasons.

TF JRdAF Sfiasdd ITRET J1¢ foas fFdY 39 #1 yafda faxd RffaT o
Yomrell ¥ AT {XAT 81 HROT ARd FHSTI

How does a depreciation in the domestic currency affect the trade balance of a country? Use a
graph to explain.

W AT F HaHedd ¥ fFdll AU & AR AJelel W FAT JH1G 93T 37 3/ AH
& ATCYH ¥ GHAC

Explain how exchange rate is determined in a free market using the demand-supply mechanism.
Support your answer with a diagram.

¥aaq R # RfawT qx fir Auior gy s Aeemgfd G F aeaw & g -
TAHS IO P UH NG F Y TEJT H
Analyze the impact of inflation on exchange rate determination in a free market.

Taaq R # RAfawaa 7 AuRor w ggehia & gema F1 fEedwor #X)

Evaluate the effectiveness of government interventions in controlling exchange rate volatility
in a free market.

13



19.

20.

a7 9ok # Rfawa a1 sferar # FAEfa & # Wk grasa
warafierar F1 AearhT FW

A country is experiencing continuous currency depreciation. Suggest three policy measures to
stabilize its exchange rate.

UH GU H TIGR AT FaAeAA 8 @ §l $9h Rfaaw 7 & PR @& & e
et Aifdera surr gene|

Compare the merits and demerits of a flexible exchange rate system with a fixed exchange rate
system. Which one would you prefer for an open economy like India? Justify your answer.

el fafaerr av gomel 3k R Rfasar g3 gomeh & amt sk gt A gerer
| 0Ra Sl gelt srdegaew & v o A wraffwar & sva 33 Ft wose
|

A STINT goT (Long answer questions (05Marks)

HAWTSET AR & qGd Aged H 3@ U, $IIATT HJelel @I (Balance of
Payments Account) & faffieay gehl &1 fAavor w31 gg fRdt gor i srdegasar «Y
A yeRId AT 82

With the increasing importance of international trade, analyze the different components of the
Balance of Payments Account. How does it impact a country’s economy?

FIT ST HJelol (BoP) AAT WA & 82 3Rd aF wqd A

Is the Balance of Payments (BoP) always balanced? Present a well-reasoned argument.

afe e der 7 are @ g A @), af s wennfad FRor 3w Fw g @
T FA & far TR fre Afaat # e

If a country has a current account deficit, what could be the possible reasons and effects? What
policies can the government adopt to correct it?

Ife ool @rar Ay 7 & Afee a1 @rar =R A &, @ F4r T§ awr A
Fdcgaedr & fav rear ¥hd §2 a& afika 3 &

If the capital account is in surplus but the current account is in deficit, is it a good sign for the
economy? Justify your answer.

AR S Reraeler 2 & sprae dqee o F 9@ RO AR 3aF qAE F
IYRIT 9 49T

Discuss the major causes of the Balance of Payments deficit in developing countries like India
and suggest measures to resolve it.
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10.

11.

12.

13.

14.

15.

16.

ITATT Hloler ATAAY gaAem 3w e w1 wha gt ghan §& Fyar Hr wHlanw
L2y

BoP surplus is not always an indicator of economic stability. Evaluate this statement.

Ife frelt Aor F TAAR ST WA UIST @) Y FUF drepifad THIG FAT ghar?
39T 3ETEIT FT FHSAT|

If a country continuously faces a Balance of Payments deficit, what will be its long-term
effects? Explain with appropriate examples.

AT Wl WFpe B fAAfa F F QAo sowisdar qar v (IMF) Fr spfd
F1 feawor H|

Analyze the role of the International Monetary Fund (IMF) in managing the Balance of
Payments crisis.

fafasra av & fauior & #fr sik amqfet v sfdwr F1 avfa w1 s9gFT TE F
/YT 3 &

Describe the role of demand and supply in determining the foreign exchange rate. Support your
answer with an appropriate graph.

fox Rfawy o yomel &t e & v amr Ak arfaat w2
What are the major advantages and disadvantages of adopting a fixed exchange rate system?

afe el o F FqaT F1 e fram Sar B, @ 3 3Ed AT 3 s w
FAT Y1 9392 3T 3o & AT A

If a country devalues its currency, what will be its impact on exports and imports? Explain with
suitable examples.

afiel RfawT av gomel Fer whia #r @ yenfaa w2 fRedwor #X

How does the flexible exchange rate system impact inflation? Analyze.

1 T Jeet ffawa av yomel Alsg 32 R, afiel it gafae fawet 1 &
qere &Y AR sy &)

Does an ideal exchange rate system exist? Compare fixed, flexible, and managed floating rates
and draw a conclusion.

qFa aoR # fafass @ & fAuior @ i # saew &k 5@ wnfaa @
aIr FRET HT AT FI| AT FT 3GIET FI

Explain the process of exchange rate determination in a free market and analyze the factors
influencing it. Use a graph.

afe fFet gor A Fqar F A Ao PREe 3 ST, A swE i geaa w4 gl
WHR 30 Ufa & Avesd & AT Fa1 FgA 331 dFhar 82

If a country’s currency suddenly depreciates sharply, what will be its economic effects? What
steps can the government take to manage this situation?

IfE vF G FT AT WA FAAY F @), A 39S RfAwT W W FA g
g3 3T aF Fied 39X I
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If a country has a Balance of Payments surplus, what will be its impact on the exchange rate?
Justify your answer.

17. fe 3k wriel RAfawe o yonfaat & & wla-d@t ol v gt srdeaaear &
faT Jgax & wadr 87 favawor &%)
Which system—fixed or flexible exchange rate—is better for an open economy? Analyze.

18. Ifg 3T R g & Fdw dF & rewar @, A v FlA-d RfAET w Afa
AT, el a1 yafda foed? sRa Frot afga 3w &)
If you were the governor of a country’s central bank, which exchange rate policy would you
adopt—fixed, flexible, or managed floating? Provide reasons for your choice.

19. yafte fawe Rfasa @ gomelt F w@FR ik Fa dF fr aqfaw w1 qeaEa
E 1y
Evaluate the role of the government and central bank in a managed floating exchange rate
system.

20. F7 yafq foavelt Rfaws av yomel Rgw s Ruvar g & & gva @
2 3UgFd 3GTEI0T SFT FHNAT F|
Has the managed floating exchange rate system been successful in ensuring global economic
stability? Evaluate with suitable examples.

Case Study Based Questions
Case Study 1:

India's balance of payments (BoP) has witnessed fluctuations in recent years. In 2022, India
experienced a current account deficit (CAD) of 2.7% of GDP due to rising crude oil prices and
increased imports of essential goods. However, capital inflows through foreign direct investment
(FDI) and remittances helped bridge the gap. The Reserve Bank of India (RBI) took steps to
manage the foreign exchange reserves and stabilize the economy.

HRA T AT HJolel (BoP) &l & asl H 3AR-UGId ol AHAT A 6T gl 2022 H,

HRT &l Hehol Te] 3cUTG (GDP) &1 2.7% HTe] WIAT ©TET (CAD) §34T,ﬁw $ROT T
o T Fecdl HIA IR HTGeTR TEIIT T Tocl AT AT| gTedifeh, FegeT ol Faer
(FDI) 3R 99OT & AMEIH @ Yoll Jal§ o $H 3 H FHH el H Hag H| ARG
Rerd de (RBI) & fae=ll #HgT #isR 1 yeftid aiel 3R rdcgaedr & R HA & v
ShaH JoIv|

Questions / 9R0T:
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1. List the components of the Balance of Payments. (2 Marks / 2 3-F=F)
AT Wl & TSH 1 Fedl qATT

2. What does a Current Account Deficit (CAD) indicate for an economy? (1 Mark / 1 37eh)
dTe] WIAT |TeT (CAD) 3rdieaaedr & fav 41 §Fd &aT 87

3. How can capital inflows help in covering a current account deficit? (1 Mark / 1 37%h)
Yl IHavaTg °Te] TIAT €1 F HF/ FH F qHaT 82

4. Which institution in India manages foreign exchange reserves? (1 Mark / 1 37h)

R # fadelt AqaT HER FT yEUT FiT FaAT 82

Case Study 2:

China has been running a surplus in its balance of payments due to its export-driven economy. This
surplus has allowed China to accumulate large foreign exchange reserves. However, in 2023, due to
a slowdown in global demand, China's exports declined, affecting its BoP position. To maintain
trade balance, the government provided subsidies to exporters and reduced import duties on
essential goods.

AT T AT Florr Fufa gAem IRy # @ § ifh 3uhr ey -
JUT &l 38 AT & FROT A o 93 fARW HeT 3R ThAT U §1 grenifen, 2023 7
dfRgeh AT # TREe & FROT DT & AT A weAr 311S, TE IHDT HITAA Tl
YT §3HT| SR HJelel Sl 3@ & fIv @WHR & fFafigen & afeasr & 3R
3MaRIF TE3N W AT Yooh HA T 2T

Questions / YT
1. (2 Marks /2 37&)

What is the difference between Balance of Payments Surplus and Deficit?

AT Hforel & AT AR g’ F 7T HW 2
2. (1 Mark /1 37R)

How does a surplus in BoP affect a country's foreign exchange reserves?

oA Hee A AT U & el Aem wER Fr F wnRe wwar
3. (1 Mark / 1 37e)

What policy measures can a country take to reduce a BoP deficit?
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el Qe & spraTeT Wgee U F FH WA F AT Fla-@ Afoera surr Fo s
T §?
4. (1 Mark /1 37R)

Name one factor that led to China's BoP surplus in previous years.

Rea aut & €7 & sorae dqae AAAY FT vF FROT TABT

Case Study 3:

The Indian Rupee (INR) has been fluctuating against the US Dollar due to changing global
economic conditions. In 2023, the INR depreciated from X74 per USD to X82 per USD, impacting
imports and exports. While exporters benefitted from a weaker rupee, importers had to pay more for
foreign goods. India follows a managed floating exchange rate system where the RBI intervenes
occasionally to stabilize the currency.

HRAT TUAT (INR) AR SloR (USD) & Hebleel dikaeh 3nfde aRfFufaat & &ror
3AR-UGId & TTHAT H I@T gl 2023 H, 30T 74 9fd STeR & W2 9fd ek deh
Jofead g I, forad 3mara AR fAata genfad gul it 1 Sk 39 & o
&3, Afthel TATTRT T TR a&g3Ht & T HfOF $aTareT YT 9sT| 9Rd U yeiferd
foRel fafeea a3 qomel 7 9o AT &, STET RBI Hel & X aXa & fav wsf-apshr
gEIAT HIT gl

Questions / YT

1. (2 Marks /2 37%)
Differentiate between fixed, flexible, and managed floating exchange rates.
R, ardiel 3kt yafaa fawdh Rfaaw & # 3rav wave F
2. (1 Mark /1 37)
How does a weaker currency benefit exporters?
FASR AT P F T HF wrgag @ ¥
3. (1 Mark / 1 3ie)
What role does RBI play in India's exchange rate management?
a7 RffFT o geue & RBI# F7 fAwT 32
4. (1 Mark /1 37R)
What is the impact of a depreciating currency on imports?
HAT & AT 1 AATT W FAT YHG 93T 82
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Case Study 4:

The demand and supply of a currency determine its exchange rate in a free market. When India's
exports increase, the demand for INR rises, leading to appreciation. Conversely, if imports increase,
INR supply in the market rises, causing depreciation. In 2022, the Russia-Ukraine conflict led to
increased crude oil prices, raising India's import bill and depreciating the rupee.

HFd SR A HaT T AW 3R 3T 386 AfAag e a1 FaiRa #=cdr g1 s #7Rd
¥ frdier ¥ gof @ ¥ o SRR T Y A aed ¥ RO A ¥ o & ga
glch &1 3Heh AW, PR AT d6al &, af SoR A ARAT 9 $r 31qfd d¢ S
g, T8 HaT &7 3aHeTe gian &1 2022 H, §F-Tehel HUY & HRUT Fed del T A
95 915, a8 A &7 AT e Sg1 AR 29F T 39T g3
Questions / YT
1. How is the exchange rate determined in a free market? (2 Marks / 2 37eh)
Hqed qeR A Rfawy @ F@ @uiRa $ir s @2
2. What happens when a country's import bill increases significantly? (1 Mark / 1 37%h)
o9 Y 391 71 AT AT FIH 96 ST § ar =41 far B2
3. How does increased demand for a currency affect its value? (1 Mark / 1 37ah)
Rrelt T 1 7 g8 T SEE AP N Gy w2
4. What was the impact of the Russia-Ukraine conflict on India's exchange rate? (1 Mark)

TH-Thel WEY &1 0N A1 AfAAT T | Fa1 woma ase
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