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INTERNATIONAL TRADE AND FINANCE-II 
 
Note: (i) Nine Questions will be set in all and students will be required to attempt 5 
               questions. 
           (ii) Question No. 1 will be compulsory and will consist of 8 short answer type  

  questions of 2 marks spread over the entire syllabus (2*8=16 
  marks).                                        

          (iii) For the remaining four questions, students will attempt 1 out of 2  questions 
  from each of the four units (16 marks each). 

 
 
PREAMBLE 
The course provides a deep understanding about the broad principles and theories, which 
tend to govern the free flow of trade in goods, services and capital — both short-term and 
long-term — at the global level. Besides, preparing the students about the relevance and 
limitations of these principles, the contents of the paper spread over different modules, 
lay stress on the theory and nature of the subject which, in turn, will greatly help them to 
examine the impact of the trade policies followed both at the national and international 
levels as also their welfare implications at macro level and the distribution of gains from 
trade to North and South with particular reference to India. The study of the paper under 
the present era of globalization will train the students about the likely consequences on 
income, employment and social standards and possible policy solutions as the world will 
move into the 21st century. 
                                                 
                                                               Unit-I 
Balance of Payments 
Meaning and components of balance of payments; Equilibrium and disequilibrium in the 
balance of payments;  
Process of adjustment under gold standard; Automatic adjustment mechanism through 
fixed exchange rates and flexible exchange rate., Foreign Exchange Market: Expectations 
(Spot rate, forward exchange rate, Speculative Pressures) and Exchange Rate. 
                                                             

  Unit-II 
Expenditure changing Polices(Monetary and fiscal policy), Expenditure-Switching 
Policies and Direct Controls for Balance of payment Equilibrium.; Monetary approach to 
Balance of Payment Equilibrium.; Foreign trade multiplier( with and without foreign 
repercussions); and determination of national income in an open Economy. 
 



                                                          Unit-III 
The International Monetary System 
International Monetary Fund-Working and conditionality clause of International 
monetary Fund; Functions and Achievements of GATT/WTO, UNCTAD, World Bank 
and India. 
The Theory of Regional Blocs 
Forms of economic cooperation; Static and Dynamic effects of a customs union and free 
trade area; SAARC, ASEAN, EU; Asian Economic Integration : Rationale and Economic 
Progress. 
                                                                  

      Unit-IV 
Trade Policies in India 
Trade problems and trade policies in India during the last five decades; Recent changes in 
the direction and composition of trade and their implications; Rationale and impact of 
trade reforms since 1991 on balance of payments, employment and Growth;  
FDI and Sectoral Growth in India.  
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