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MASTER OF ARTS (ECONOMICS)
(MEC)

Term-End Examination
December, 2025

MEC-007 : INTERNATIONAL TRADE AND
FINANCE

Time : 3 Hours Maximum Marks : 100

Note : Attempt questions from both Sections as
per instructions given.

Section—A

Note : Attempt any two questions from this
Section. 2x20=40

1. (a) Explain the logic underlying the infant
industry argument for restricting
imports. Do you think developing
countries should wuse protectionist
measures to attract inflows of Foreign
Direct Investment (FDI) ?
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(b) What do we mean by the term

‘Dumping’ ? Why do countries impose
anti-dumping duties ?

2. (a) Describe the salient features of floating
exchange rate regime since 1973. Why
1s the central bank’s frequent
intervention in the foreign exchange
market necessary under floating rate
regime ?

(b) Critically discuss the relative merits
and demerits of fixed and floating
exchange rate regimes.

3. Discuss the rationale behind import
substitution strategy for industrialization.
Explain the appropriate tools  for
implementing this strategy.

4. What do you mean by surplus or deficit in
balance of payments ? What purpose do
autonomous and accommodating flows

serve in balance of payments ?
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Section—B

Note : Attempt any five questions from this

ot

10.

Section. 5%12=60

Critically examine the modern theory of
Iinternational trade with special reference to
intra-industry trade and economies of scale.
Define the term Balance of Payments (BoP).
What are its components ? Explain why the
balance of payments always balances.

What does capital account convertibility
imply ? Why has India been slow on capital
account convertibility ?

Distinguish between Trade Creation and
Trade Diversion. “Trade creation is always
welfare-increasing while trade diversion
may be welfare-reducing.” Explain.
Distinguish between countervailing and
anti-dumping duties. Give some examples of
both from Indian experience.

Explain the following concepts :

(a) Commodity Terms of Trade
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(b) Income Terms of Trade
(¢) Single Factorial Terms of Trade
(d) Double Factorial Terms of Trade

11. What are the reasons behind the growing
1mportance of services in trade ? How many
modes of providing services are discussed
under WTO’s GATS ?

12. Describe the salient features of the Bretton
Woods system. Explain the reasons behind

the demise of the Bretton Woods system.
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