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1. Which of the following option define an international trade? 
a) Trade between states 
b) Trade between regions 
c) Trade between countries 
d) Both b) and c) 

 

2. Which is the disadvantage of international trade: 
a) Export of surplus production 
b) Import of defence material 
c) Dependence on foreign countries 
d) Availability of cheap raw materials 

 

3. When USA and India start free trade, difference in remunerations paid to the Labour in 

two countries will: 
a) Increase 

b) Decrease 

c) Will remain constant 

d) Will double 

 

4. Foreign trade leads to creation of what among the trading countries? 

a) Cooperation 

b) Conflict of interest 

c) War 

d) All options are incorrect 

 

5. Select the correct option representing a tariff revenue to a nation: 

a) Import tax 

b) Restriction on the number of exports 

c) Quota on import 

d) All options are correct 

 

6. What is/ are the differencing areas between international trade and domestic trade? 
a) Trade restrictions 
b) Immobility of factors 
c) Different government policies 
d) All options are correct 

 

7. Trade between two countries will get encouraged when these concerned countries have: 
a) Different tax system 
b) Frontier checks 
c) Same National currencies 
d) Reduced tariffs 

 

8. Drawback of protection: 
a) Consumers have to pay higher prices 
b) Producers get higher profits 
c) Consumers have to pay higher prices and producers get higher profits  



d) Consumers experiences consumer surplus 

  

 

9. When a country devalues its domestic currency, it will affect its: 
a) Volume of exports 
b) Volume of imports 
c) General price level 
d) All options are correct 

 

10. Revaluation means rise in the value of the domestic currency in terms of foreign currency, 

under 

a) Flexible exchange rate system 

b) Fixed exchange rate system 

c) Managed flexible exchange rate system 

d) All options are correct 

 

11. When did WTO came into effect? 

a) 1st January 1995 

b) 1st January 1994 

c) 2nd January 1995 

d) 2nd January 1994 

 

12. Name the third entity in a Trio of WTO and World Bank, which is treated as third important 

pillar in the world economic activities: 

a) ADB 

b) SAARC 

c) IMF 

d) NAFTA 

 

13. India by ratifying the WTO trade facilitation agreement became WTO’s 

a) 77th member 

b) 76th member 

c) 78th member 

d) 79th member 

14. The highest decision-making body of WTO, Ministerial Conference usually meets: 

a) Annually 

b) Bi-annually 

c) After two years 

d) By every five years 

 

15. On 30th Dec 2016, India and Singapore signed a protocol for amending which agreement? 

a) Double Taxation Avoidance Agreement  

b) Bonn Agreement 

c) Free Trade Agreement 

d) Agreement on Agriculture 

 

16. Executive Board of IMF on 2016 decided to include which currency into basket of currencies 

that make up its SDR or Special Drawing Right? 



a) Chinese yuan 

b) Swiss francs 
c) Australian dollar 
d) All options are incorrect 

 

17. Except this rest are the objectives of the IMF. 

a) To promote international monetary cooperation 

b) To ensure balanced international trade 

c) To ensure exchange rate stability 

d) To provide loan to private sectors 

 

18. Govt. of India, Govt. of Maharashtra, Mumbai Railway Vikas Corporation and which Bank 

have signed a loan agreement of $ 500 million for Mumbai Urban Transport Project – III? 

a) Asian Development Bank (ADB) 

b) Asian Infrastructure Investment Bank (AIIB) 

c) World Bank (WB) 

d) Reserve Bank of India (RBI) 

 

19. Select from the options given below which is not the objective of the WTO. 

a) To protect environment 

b) To improve the standard of living of peoples of the member countries 

c)  To improve the Balance of Payment situation of the member countries 

d) To enlarge production and trade of goods 

 

20. Who manages the TRIPS (Trade-Related Aspects of Intellectual Property Rights) agreement 

at world level? 

a) World Bank (WB) 

b) United Nations Organization (UNO) 

c) United Nations Conference on Trade and Development (UNCTAD) 

d) World Trade Organization (WTO) 

 

21. Choose the correct option from below, indicating such factor/s which influence the FDI inflows 

in host nation. 

a) Political stability 

b) Communications and transport links 

c) Skills and wage cost of labour 

d) All options are correct 

 

22. Which is/are considered as negative externality of the FDI?  

a) Displaces local businesses 

b) Unfair competition 

c) Consumer Exploitation 

d) All options are incorrect 

 

23. ASEAN stands for 

a) Association of South East Asian Nations 

b) Administration of Southern East Asian Nations 

c) Organisation of South East Asian Nations 



d) Associate of Southern Express of Andaman and Nicobar 

24. Select from below the prominent factor which potentially increased the vulnerability 

to the 1997 Asian financial and currency crisis. 

a) trade account surplus 

b) massive reverse outflows of capital 

c) technological transfer from DCs 

d) symmetric information in financial market. 

 

25. International trade in goods and services is sometimes used as a substitute for all of the following 

except: 

a) International movements of capital 

b) International movements of labour 

c) International movements of technology  

d) Domestic production of different goods and services  

 

26. An open economy means that the nation:  

a) Allows private ownership of capital. 

b) Has flexible exchange rates 

c) Has fixed exchange rates  

d) Conducts trade with other countries  

 

27. Domestic firms become more competitive due to international trade in terms of:  

a) The introduction of new products  

b) Product design and quality  

c) Product price  

d) All options are correct  

 

28. Increased foreign competition be inclined to  

a) Intensify inflationary pressure at home  

b) Induce falling output per worker-hour for domestic workers  

c) Place constraints on the wages of domestic workers  

d) Increase profits of domestic import-competing industries 

 

29. As per the free trade supporters an open economy is advantageous as it provides all of the 

following except:  

a) Increased competition for world producers 

b) A wider selection of products for consumers  

c) The utilization of the most efficient production methods  

d) Relatively high wage levels for all domestic workers 

 

30. When a country in an international trade tends to cause welfare losses to at least some of its 

groups?   

a) The less mobile the country’s resources 

b) The more mobile the country’s resources 

c) The lower the country’s initial living standard  



d) The higher the country’s initial living standard 

31. If Hong Kong and Taiwan have identical production possibilities curves that are subject to 

increasing opportunity costs: 

a) Trade would depend on differences in demand conditions  

b) Trade would depend on economies of large-scale production  

c) Trade would depend on the use of different currencies  

d) There would be no basis for gainful trade  

 

32. Suppose the international terms of trade is settled at a level that is between each country’s 

opportunity cost, then 

a) There is no basis for gainful trade for either country  

b) Both countries gain from trade  

c) Only one country gains from trade  

d) One country gain and the other country loses from trade  

 

33. The classical international trade theories of Adam Smith and David Ricardo forecast that  

a) Countries will completely specialize in the production of export goods. 

b) Considerable trade will occur between countries with different levels of technology  

c) Small countries could obtain all of the gains from trade when trading with large 

countries  

d) All options are correct 

 

34. The gains from international trade are closely related to:  

a) The labour theory of value  

b) How much the autarky price differs from international terms of trade change  

c) The fact that a country must lose from trade.  

d) All options are correct 

35. As per the Heckscher-Ohlin theory comparative advantage experienced by nations in the 

international trade is the result of differences in countries’:  

a) Economies of large-scale production.  

b) Relative abundance of various resources  

c) Relative costs of labour.  

d) Research and development expenditures 

36. The Modern Trade Theory of the Swedish economists Heckscher and Ohlin upholds that:  

a) Absolute advantage determines the distribution of the gains from trade. 

b) Comparative advantage determines the distribution of the gains from trade.  

c) The division of labour is limited by the size of the world market.  

d) A country exports goods for which its resource endowments are most suited.  

37. If the case is such that the international transportation costs reduces, what will be the effect on 

international trade? 

a) Increase in the volume of trade  

b) Smaller gain from trade  

c) Decline in the income of home producers 

d) Decrease in the level of specialization in production  

 



 

38. What does the dynamic comparative advantage theory do? 

a) Help us to explain why some nations use industrial policy to support potentially 

competitive new firms  

b) cannot explain strategic competition between firms such as Boeing and Airbus  

c) is another name for Ricardo’s comparative advantage theory  

d) Help us to explain Defence strategies of warring nations 

 

39. According to the H-O model, the source of comparative advantage is a country’s:  

a) technology  

b) advertising  

c) factor endowments 

d) Space Ownership 

40. Industrial policies intended to promote comparative advantage for domestic industries could 

result in the implementation of  

a) research and development subsidies  

b) loan guarantees  

c) low interest rate loans  

d)  All options are correct 

41. According to the Heckscher-Ohlin model  

a) everyone automatically gains from trade  

b) the gainers from trade outnumber the losers from trade  

c) the scarce factor necessarily gains from trade  

d) the gainers from the trade are less than the losers from the trade 

 

42. A product will be traded only if the pre-trade price difference between the two countries  

a) is less than the cost of transporting it between them  

b) is greater than the cost of transporting it between them c.  

c) equals the cost of transporting it between them  

d) more information is needed to answer this question  

 
43. According to FDI policy of India, through how many categories of investment can be 

made in India by the foreigners? 
a) 2 
b) 3 
c) 4 
d) 5  
 

44. Foreign Investment in Investing Companies registered as Non-Banking Financial Companies 
(NBFC) with the RBI, being overall regulated, would be under how much percent of automatic 
route? 

a) 49% 
b) 100% 
c) 75% 

d) Differ institutes to institutes 



45. As per budget 2021, foreign firms can directly invest up to how many per cent in 
the defence sector of India? 

a) 74 
b) 49 
c) 27 
d) 100 

46. Suppose there is no tariff on imported inputs and the ratio of the value of imported inputs to the 

value of the final product is 0.5. If the nominal tariff rate on the final product is 10 percent, the 

effective tariff rate equals  

a) 5 percent  

b) 10 percent  

c) 15 percent  

d) 20 percent 

47. What will happen to the terms of trade of a small country if it imposes a tariff on an imported 

good?  

a) improve  

b) worsen  

c) not change  

d) Small nations won’t participate into the international trade 

48. In today’s world, most countries impose tariffs  

a) only on imports  

b) only on exports  

c) on both imports and exports  

d) on imports, exports and nontraded goods  
49. Financial Crisis are primarily caused by: 

a) Excessive freedom given to financial institutes 

b)  Excessive spending by the Industrialist 

c) Excessive Consumption demand 

d) All options are incorrect 

50. The Gramm – Leach Billey Act or Financial Services Modernisation Act of 1999 

repealed which Act in USA? 

a) Snake in Tunnel Act 

b) Glass – Steagall Act of 1933 

c) Financial Institutions Reforms, Recovery and Enforcement Act 

d) No such Act is implemented in USA 
 

51. Under which exchange rate system the term Devaluation is used to represent the fall in the 

value of the domestic currency in terms of foreign currency? 

a) Flexible exchange rate system 

b) Fixed exchange rate system 

c) Managed flexible exchange rate system 

d) Gold Standard Exchange rate System 

 

52. Which of the option below explain an appreciation? 

a) Fall in the value of the domestic currency in terms of its own Past Value 

b) Fall in the value of the domestic currency in terms of foreign currency 

c) Rise in the value of the domestic currency in terms of its own Past Value 



d) Rise in the value of the domestic currency in terms of foreign currency 

 

53. What type of foreign exchange market use the expression depreciation to signify the 

reduction in the value of the domestic currency in terms of foreign currency? 

a) Flexible exchange rate system 

b) Fixed exchange rate system 

c) Managed flexible exchange rate system 

d) All options are correct 

 

54. GATT became the international trade governing organisation with effect from: 

a) 1948 

b) 1947 

c) 1955 

d) 1946 

 

55. How many numbers of countries originally signed the GATT? 

a) 25 

b) 23 

c) 20 

d) 18 

 

56. The free trade agreement signed by USA, Canada and Mexico is known as: 

a) SAARC 

b) CENTO 

c) NAFTA 

d) WTO 

 

57. The differencing point/s between common market and custom union is/ are 

a) A common market provides for freedom of movement to labour and capital 

b) A common market provides for common economic policies among member nations of an 

agreement. 

c) A common market requires members to adhere to common monetary and fiscal standards. 

d) All options are correct 

 

58. WTO plays various roles except: 

e) To protect environment 

f)  To improve the Balance of Payment situation of the member countries 

g) To improve the standard of living of peoples of the member countries 

h) To enlarge production and trade of goods 

 

59. TRIPS (Trade-Related Aspects of Intellectual Property Rights) agreement is dispensed by: 

e) World Bank (WB) 

f) United Nations Organization (UNO) 

g) World Trade Organization (WTO) 

h) United Nations Conference on Trade and Development (UNCTAD) 

 

60. In which city an Anti-Dumping Workshop for Asian Investigating Authorities was held? 



a) New Delhi 

b) Jakarta 

c) Beijing 

d) Geneva 

61. To amend the Double Taxation Avoidance Agreement India and Singapore on which date 

signed a protocol?  

a) 30th Dec 2016 

b) 30th Jan 2016 

c) 30th Feb 2017  

d) 30th Dec 2019  

 

62. A financing agreement for IBRD loan was signed with the World Bank for which Odisha 

project? 

a) Odisha Education Programme for Excellence and Equity 

b) Odisha Secondary Education Programme for Excellence and Equity 

c) Odisha Higher Education Programme for Excellence and Equity 

d) All options are incorrect 

 

63. Which country's socialist leader and president declared total independence from IMF and 

World Bank? 

a) Bolivia 

b) Mexico 
c) Spain 

d) UK 
 

64. For National Cyclone Risk Mitigation Project-II (NCRMP-II), with which bank the Government 

of India has signed the Financing Agreement for assistance of US$ 308.40 million? 

a) RBI 

b) ADB 

c) World Bank 

d) City Bank 

65. How many currencies make up the basket which decides the value of Special Drawing Right 

(SDR)? 

a) 4 

b) 5 

c) 6 

d) 7 

 

66. Except this rest of the following statement are correct correct about the quota at the IMF. 

a) Voting power in the IMF is based on a quota system 

b) USA has highest quota in the IMF 

c) Germany has third highest quota in the IMF 

d) Indian quota in the IMF stands at 2.79% of the total quota 

 

67. When a member nation of this organisation experiences the adversity in Balance of Payment, 

it provides help to that country.  

a) IMF 

b) World Bank 



c) ADB 

d) WTO 

 

68. The Paper Gold: 

a) US Dollar 

b) British Pound 

c) Special Drawing Rights 

d) Indian Rupee 

 

69. Select the correct statement/s from below, expressing Asian Infrastructure Investment Bank 

(AIIB) 

a) It is headquartered in Beijing 

b) It commenced its operation from January 2016 

c) It is with the mission to improve the economic and social outcomes in Asia 

d) All options are correct 

 

70. Name the committee which was constituted by the Government of India to rationalize the 

definitions of FDI and FII. 

a) S S Tarapore Committee 

b) Arvind Mayaram Committee 

c) Urjit Patel Committee  

d) Kotak Committee 

 

71. If a foreign investor owns more than 10% shares in the listed companies in India, according to 

Companies Act 2013, it will be treated as: 

a) FIIs 

b) FDIs 

c) FPIs 

d) Commercial Lending 

 

72. What is/ are the advantages of brownfield investment? 

a) Lower fixed cost 

b) Lower staffing and training cost 

c) Existing licenses from the authorities 

d) All options are correct 

73. Which is an economic cycle that is characterized by the rapid escalation of market value, 

particularly in the price of assets? This fast inflation is followed by a quick decrease in value, or 

a contraction, that is sometimes referred to as a "crash". 

a) Trade 

b) Bubble 

c) Inflation 

d) Consumer demand 

 

74. Why a country benefits out of specialization?  

a) Economies of large-scale production  

b) The specializing country behaving as a monopoly  

c) Smaller production runs resulting in lower unit costs. 



d) High wages paid to foreign workers 

 

75. Politicians sometimes ignore the arguments for free because: 

a) Maximizing domestic efficiency is not considered important  

b) Maximizing consumer welfare may not be a chief priority  

c) There exist sound economic reasons for keeping one’s economy isolated from other 

economies.  

d) Economists tend to favour highly protected domestic markets  

 

76. American industry which has been affected by import competition in recent years the least: 

a) Automobiles  

b) Steel 

c) Radios and TVs  

d) Computer software 

 

77. How does the technological improvements and international trade are same?  

a) Both Provide benefits for all producers and consumers  

b) Both Increase the nation’s aggregate income  

c) Both Reduce unemployment for all domestic workers 

d) Both Ensure that industries can operate at less than full capacity 

 

78. The globalization of 1980s, has stressed the outsourcing of:  

a) services and white-collar jobs  

b) manufacturing and blue-collar jobs  

c) natural resource extraction and mining jobs  

d) agriculture and farming jobs  

79. Which formula given below measures a country’s openness to international trade?  

a) Exports + Imports + GDP  

b) Exports – Imports – GDP  

c) (Exports + Imports) / GDP  

d) (Exports + Imports) X GDP 

 

 

80. The principle of comparative advantage is associated with:  

a) Adam Smith  

b) David Ricardo  

c) Eli Heckscher  

d) Bertil Ohlin  

81. International trade is based on the notion that:  

a) Different currencies are an obstacle to international trade  

b) Goods are more mobile internationally than are resources  

c) Resources are more mobile internationally that are goods  

d) A country’s exports should always exceed its imports  

 



82. In the classical theory of international trade of Ricardo, the direction of an international trade is 

determined by:  

a) absolute advantage  

b) physical advantage  

c) comparative advantage  

d) which way the wind blows  

 

83. Comparative advantage is determined by:  

a) actual differences in labour productivity between countries.  

b) relative differences in labour productivity between countries. 

c) Comparative advantage is decided in the bilateral meeting of the nations 

d) It is determined by the WTO after analysing the proportionate stake of the respective 

nations in the Euro Currency Market 

 

84. Ohlin Boeing aircraft company was able to cover its production costs of the first ―jumbo jet in the 

seventies because Boeing could market it to several foreign airlines in addition to domestic 

airlines. This illustrates:  

a) How economies of scale make possible a larger variety of products in international 

trade.  

b) A transfer of wealth from domestic consumers to domestic producers as the result of 

trade  

c) How a natural monopoly is forced to behave more competitively with international 

trade.  

d) How a natural monopoly is forced to behave less competitively with international trade.  

 

85. The theory of overlapping demands predicts that trade in manufactured goods is unimportant for 

countries with very different:  

a) Tastes and preferences  

b) Expectations of future interest rate levels  

c) Per-capita income levels 

d) Labour productivities 

 

86. Staffan Linder’s trade theory emphasise that the trade tends to be most pronounced in 

manufactured goods when trading countries have  

a) similar endowments of natural resources  

b) similar levels of technology  

c) similar per-capita incomes  

d) similar wage levels 

87. Intra-industry trade theory helps us to understand: 

a) why the United States might export autos and import clothing  

b) why the United States might export and import differentiated versions of the same 

product, such as different types of autos  

c) assumption that transport costs are very low or do not exist 

d) how to ignore seasonal considerations for agricultural goods 

 



88. When the international trade results into the declining costs per unit of output? 

a) International trade affords producers monopoly power  

b) National governments levy import tariffs and quotas 

c) Producing goods entails increasing costs 

d) economies of scale exist for producers 

  

89. The product cycle theory of trade is essentially a  

a) static, short run trade theory  

b) dynamic, long run trade theory 

c) zero-sum theory of trade  

d) negative-sum theory of trade 

90. If between countries tastes of the population are identical, then how can be the comparative 

advantage is determined?  

a) supply conditions only 

b) demand conditions only 

c) supply and demand conditions 

d) can’t tell without more information 

91. Those who advocates the industrial policy stresses that government should: 

a) pursue free trade as a policy that leads to maximum global efficiency  

b) grant subsidies to firms offering potential comparative advantage  

c) provide loans to domestic workers in exporting industries 

d) increase interest rates on loans made to firms in import-competing industries  

 

92. The factor endowment theory was pioneered by:  

a) Adam Smith  

b) David Ricardo  

c) Wassily Leontief  

d) Eli Heckscher and Bertil Ohlin  

 
93. FDI stands for: 

a) Further Direct Investment 
b) Foreign Direct Investment 
c) Future Direct Investment 
d) Fund for Diversified Investment 

94. In the general conditions of FDI (2020), which country’s investors can invest in India’s 
different sectors debarring defence, space, atomic energy and other sectors 
prohibited for foreign investment, only viva Government Route of the investment? 

a) UK 
b) USA 
c) Pakistan 
d) Sri Lanka 
 

95. The acronym FEMA stands for: 

a) Foreign Exchange Management Association 

b) Foreign Exchange Management Act 

c) Foreign Exchange Management Account 



d) All options are incorrect 

96. If a country an imposes an import tariff, its welfare can improve if  

a) the country is a "small country" rather than a "large country” 

b) its terms of trade improve enough  

c) the tariff enhances the welfare of its trading partners  

d) its government's tax revenue increases because of the tariff 

97. If a nation fitting the criteria for the small nation model imposes a 10 percent tariff on imports of 

autos  

a) the price of autos within the nation will rise by 10 percent  

b) the price of autos within the nation will rise by less than 10 percent  

c) the price of autos within the nation will rise by more than 10 percent  

d) the price of autos will not rise because of internal competition 

98. A tax of 15 percent per imported item would be an example of a (an):  

a) Ad valorem tariff  

b) Specific tariff   

c) Effective tariff  

d) Compound tariff 

99.  Why did India remain mostly unaffected during the Global Financial Crisis of 2008? 

a) India did not participate into international trade 

b) India relied on domestic market more than affected nations 

c) Global Financial Crisis of 2008 affected only USA 

d) Only America and European Union were severely affected  

100. Which nation in March 2021 has rolled out the Bolivar Bills worth of 200,000 

and 500,000 to tackle hyperinflation led cash shortages? 

a) New Zealand 

b) South Africa 

c) Chilli 

d) Venezuela 

 
101. If a country increases the external value of its currency, it will affect: 

e) Volume of exports 
f) Volume of imports 
g) General price level 
h) All options are correct 

 

102. Which option given below define the Devaluation best? 

a) Fall in the value of the domestic currency in terms of foreign currency 

b) Rise in the value of the domestic currency in terms of foreign currency 

c) Fall in the value of the domestic currency in terms of its own Past Value 

d) Rise in the value of the domestic currency in terms of its own Past Value 

 

103. Under fixed exchange rate system when the Government is resorting on Revaluation of its 

currency, it leads to: 

a) Fall in the value of the domestic currency in terms of foreign currency 

b) Rise in the value of the domestic currency in terms of foreign currency 

c) It leads to nothing 



d) It leads to political instability 

 

104. Appreciation means increase in the value of the domestic currency in terms of foreign 

currency, under which type of exchange rate system? 

a) Flexible exchange rate system 

b) Fixed exchange rate system 

c) Managed flexible exchange rate system 

d) All options are correct 

 

105. Which type of monetary transactions are involved when we say Foreign exchange 

transactions are taking place? 

a) Among residents of the same country 

b) Between residents of two countries 

c) Between President and resident of the country 

d) All options are incorrect 

 

106. What has been authorised by the FEMA to the RBI to make, in order d to carry out the 

provisions of the Act? 

a) Bank Rate 

b) Regulations 

c) Appointment of Governors 

d) Printing Money 

 

107. If a foreign currency account is maintained by a bank in another nation, it is known as: 

a) Nostro account 

b) Vostro account 

c) Foreign bank account 

d) Contingency Account 

 

 

108. Which exchange rate system is followed by India?  

a) Managed flexible rate 

b) Fixed or pegged exchange rate 

c) Gold exchange rate 

d) All options are incorrect 

 

109. Prior to WTO which of the following institutions governed trade relations between states? 

a) Bretton woods 

b) GATT 

c) WTO 

d) IMF 

 

110. Since the introduction of the WTO, recourse to dispute panels has decreased 

considerably. 

a) True 

b) False 

c) Uncertain 

d) WTO is only an international trade governing organisation. It do not look after such disputes. 



 

111. When did GATT replaced by WTO?  

a) 1995 

b) 1994 

c) 1993 

d) 1992 

 

112. According to international trade economics Trade creation means 

a) Preference to the goods of trading partner 

b) Preference to goods of international sellers 

c) Preferring domestic sellers over foreign sellers 

d) Preferring efficient source of (supply) of goods and services 

 

113. According to the various norms of the WTO subsidies means: 

a) Loan guarantee 

b) Equity infusion 

c) Purchase of goods 

d) All options are correct 

 

114. India’s this famous mission has approved loan from World Bank. 
a) Start-up India 

b) Skill India 

c) Make in India 

d) All options are correct 
 

115. USD 210 million loan to strengthen the Gram Panchayats has been approved by the World 

Bank Group. Beneficiary State name is: 

a) Bihar 

b) Jharkhand 

c) West Bengal 

d) Maharashtra  

 

116. Assess the expected impact of World Bank approved US$175 for India's Hydrology Project. 

a) Strengthening the capacity of existing institutions to assess the water situation 

b)  Equipping them with real time flood forecast systems across the nation 

c) Helping new states to better manage water flows from reservoirs 

d) All options are correct 

 

117. IMF was established on: 

a) Dec 27,1945 

b) Jan 30, 1946 

c) Jan 30, 1947 

d) Dec 27, 1944 

118. Which of the following currency has largest weightage in the determination of the 

value of the SDR? 

a) British Pound 

b) Japanese Yen 

c) USA Dollar 



d) Euro 

119. Govt. of India, Mumbai Railway Vikas Corporation and Asian Infrastructure 

Investment Bank (AIIB) have signed a loan agreement of $ 500 million for Mumbai Urban 

Transport Project – III. In this Project one of the Indian State is also a signatory, select the 

correct from given option.? 

a) Govt. of Gujrat 

b) Govt. of Maharashtra 

c) Govt. of Kerala 

d) Govt. of Karnataka 

 

120. Which type of the FDI creates new assets and production facilities in the host country? 

a) Greenfield investment 

b) Defence alliances 

c)  Brownfield investment 

d) FIIs 

 

121. The foreign direct investment comprises 
a) Human capital 

b) Intellectual property investment 

c) Tangible goods 

d) Hawala Money 

 

122. Which of the following investment implies making the investment in the form of lease or 

purchase of a pre-existing facility in a foreign country? 

a) Brownfield Investment 

b) Greenfield Investment 

c) Foreign Portfolio Investment 

d) All options are incorrect 

 

123. The Asian tiger economies are Singapore, Hong Kong, South Korea, and: 

a) China 

b) India 

c) North Korea 

d) Taiwan 

 

124. Why do we find nations conducting international trade?  

a) Some nations prefer to produce one thing while others produce another  

b) Resources are not equally distributed to all trading nations  

c) Trade enhances opportunities to accumulate profits  

d) Interest rates are not identical in all trading nations 

 

125. When a nation is moving towards the free international trade, its most likely to generate 

short-term unemployment in the:   

a) Industries in which there are neither imports nor exports   

b) Industries that sell to domestic and foreign buyers  

c) Import-competing industries 

d) Industries that sell to only foreign buyers  



 

126. The belief on which an international trade is based on is that:  

a) Exports should exceed imports  

b) Imports should exceed exports  

c) Resources are less mobile internationally 

d) Resources are more mobile internationally than are goods  

 

127. A likely effect of international trade is that a (an):  

a) Monopoly in the home market becomes an oligopoly in the world market  

b) Oligopoly in the home market becomes a monopoly in the world market  

c) Purely competitive firm in the home market becomes an oligopolist  

d) Purely competitive firm in the home market becomes a monopolist  

 

128. International trade in goods and services likely to lead to:  

a) Increase all domestic costs and prices 

b) Keep all domestic costs and prices at the same level  

c) Lessen the amount of competition facing home manufacturers  

d) Increase the amount of competition facing home manufacturers 

 

129. How can be the real income of domestic producers and consumers increased?  

a) Technological progress, but not international trade  

b) International trade, but not technological progress  

c) Technological progress and international trade  

d) Neither technological progress nor international trade  

 

130. In which industry of a country which is suddenly shifting from import tariffs to free trade may 

induce short-term unemployment? 

a) Import-competing industries 

b) Industries that are only exporters  

c) Industries that sell domestically as well as export  

d) Industries that neither import nor export 

131. Mercantilism  

a) Is the philosophy of free international trade.  

b) Was a system of export promotion and barriers to imports practiced by governments.  

c) Was praised by Adam Smith in The Wealth of Nations. 

d) Was supported by WTO  

132. According to the classical theory of international trade:  

a) Only countries with low wages will export 

b) Only countries with high wages will import  

c) Countries with high wages will have higher prices  

d) All options are incorrect 

133. Absolute advantage going to a nation participating into international trade is determined by:  

a) actual differences in labour productivity between countries. 

b) relative differences in labour productivity between countries.  

c) both (a) and (b) 



d) neither (a) nor (b)  

134. The factor endowment model of international trade was developed by  

a) Adam Smith 

b) David Ricardo  

c) John Stuart Mill  

d) Eli Heckscher and Bertil Ohlin 

135. Which trade theory contends that a country that initially develops and exports a new product 

may eventually become an importer of it, and may no longer manufacture the product:  

a) Theory of factor endowments  

b) Theory of overlapping demands  

c) Economies of scale theory  

d) Product life cycle theory  

136. Countries heavily endowed with land will export what kind of products, as per the factor 

endowment model of Heckscher and Ohlin?  

a) Devote excessive amounts of resources to agricultural production.  

b) Devote insufficient amounts of resources to agricultural production.  

c) Export products that are land-intensive.  

d) Import products that are land-intensive. 

137. Which explanation of the trade explains that the division of labour is limited by the size of the 

market? 

a) Factor endowment theory 

b) Economies of scale theory  

c) Product life cycle theory  

d) Overlapping demand theory  

 

138. If there are differences in environmental standards or other government regulations among 

nations, it: 

a) have no impact on patterns of international trade  

b) have tended to make U.S. steel companies more competitive internationally  

c) can affect production costs and thus alter comparative advantages and trade patterns  

d) have been eliminated by the nations participating in NAFTA  

 

139. The comparative advantage model of Ricardo was based on  

a) Intra-industry specialization and trade  

b) interindustry specialization and trade  

c) demand conditions underlying specialization and trade  

d) income conditions underlying specialization and trade  

 

140. By reducing the volume of trade, transportation costs tend to  

a) stop the process of product price equalization and factor price equalization before they 

are complete  

b) ensure that the process of product price equalization and factor price equalization are 

complete  

c) eliminate all of the feasible gains from international trade  

d) maximize all of the feasible gains from international trade  



 

141. Wassily Leontief’s results can be interpreted as  

a) evidence against the Ricardian model  

b) evidence against the Heckscher-Ohlin model  

c) support for the Ricardian model  

d) support for the Heckscher-Ohlin model  

 

142. When we adjust the model of comparative advantage with transportation costs along with 

production costs, we would expect  

a) the prices of traded goods to be lower than when there are no transportation costs  

b) specialization to stop when the production costs of the trading partners equalize  

c) the volume of trade to be less than when there are no transportation costs  

d) the gains from trade to be greater than when there are no transportation costs 

143. When the non-resident investors or the Indian company is not requiring any approval 
from the Government of India for the investment, it is: 

a) Automatic Route of FDI  
b) Government Route of FDI 
c) Private Route of FDI 
d) WTO Route of FDI 

144. Suppose that the tariff rate on the final product is 5 percent. If no imported inputs are used 

in the domestic production of the final product, the effective tariff rate is  

a) 3 percent  

b) 5 percent 

c) 8 percent  

d) 12 percent 

145. In developed countries, tariffs on raw materials tend to be  

a) highest of all  

b) higher than on manufactured goods  

c) equal to tariffs on manufactured goods  

d) lower than on manufactured goods 

146. A tariff that prohibits imports has only a.  

a) a revenue effect and redistribution effect  

b) revenue effect and protection effect  

c) consumption effect and protection effect  

d) redistribution effect and consumption effect  

147. A foreign-trade zone (FTZ) is  

a) a regional area within which trade with foreign nations is allowed  

b) a free trade agreement among several nations  

c) designed to limit exports of manufactured goods by placing export taxes on goods 

made within the zone  

d) designed to promote exports by deferring import duties on intermediate inputs and 

waving such duties if the final product is re-exported rather than sold domestically  

 

148. Which trade policy results in the government levying both a specific tariff and an ad-valorem 

tariff on imported goods:  



a) Compound tariff 

b) Nominal tariff  

c) Effective tariff  

d) Revenue tariff 

 

149. What is a subprime mortgage? 

a) Bank issue credit at higher interest rate to poor credit score individuals 

b) Bank issue credit at lower interest rate to poor credit score individuals 

c) Bank issue credit at higher interest rate to high credit score individuals 

d) All options are incorrect 

150. When did the global financial crisis happen? 

a) Between 2007-2015 

b) Between 2007-2010 

c) Between 2007-2009 

d) Between 2007 – 2011 

 

 


