
PPSC Economics Topic 5 International Economics

Sr Questions Answers Choice

1 International trade is based o 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
exceeds its imports

2 The reduction or covering of foreign exchange risk is called.
A. Hedging
B. Speculation
C. Intervention
D. Arbitrage

3 Small nations whose trade and financial relationships are mainly with a single partner tend to
utilize.

A. Pegged exchange rates
B. Freely floating exchanged rates
C. Managed floating exchange rates
D. Crewing exchange rates.

4 Import quotas tend to result in all of the following except.

A. Domestic producers of the
imported good being harmed
B. Domestic consumers of the
imported good being harmed
C. Prices increasing in the importing
country
D. Price failing in the exporting
country.

5 All of the following are credit items in the balance of payments except.

A. Investment inflows
B. Merchandise exports
C. Payment for American service's to
foreigners
D. Private give to foreign residents

6 The NAFTA is a
A. Monetary union
B. Free trade area
C. Common market
D. Customs union

7 The organization that currently establishes rules of conduct for firms engaging in
international trade is the.

A. World Bank
B. International Trade commission
C. Department of Justice
D. World Trade Organization

8 The exchange rate system that best characterizes the present international monetary
arrangement used by industrialized countries is.

A. Freely fluctuating exchange rates
B. Adjustable pegged exchange
rates
C. Managed floating exchange rate.
D. Pegged or fixed exchange rates

9 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

10 A sudden shift from import tariffs to free trade may induce short term unemployment in.

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

11 The balance of trade can only worsen if income________ relative to absorption

A. Increases
B. Decreases
C. Adjustment mechanism
D. Currency contract period

12 Multinational corporations

A. Always produce primary goods
B. Always produce manufactured
goods
C. Products primary goods or
manufactured goods
D. None of the above



D. None of the above

13 Tariff levels in advanced countries tend to be ___ tariff levels in developing countries.
A. Higher than
B. Equal to
C. Lower than
D. There is no general pattern

14 When the price of foreign currency the exchange is above the equilibrium level.

A. an excess supply of that currency
exists in the foreign exchange
market.
B. an excess demand for that
currency exists in the foreign
exchange market
C. The supply of foreign exchange
shifts outward to the right
D. the supply of foreign exchange
shifts backward to the left

15 According to the Hackscher - Ohlin model the source of comparative advantage is a
country's

A. Technology
B. Advertising
C. Factor endowments
D. both a and c

16 Which trade policy results in the government levying both a specific tariff and an advalorem
tariff on imported goods.

A. Compound tariff
B. Nominals tariff
C. Effective tariff
D. Revenue tariff

17 _____________ represent the most widely used tool in international finance for measuring
the average value of a currency relative to a number of other currencies

A. Nominal exchange rates
B. Real exchange rates
C. Cross exchange rates
D. Exchange rate indexes

18 The difference between a country's balances of payments and its balance of international
indebtedness.

A. Is equal of official reserve
transactions
B. Occurs because of foreign
exchange fluctuations
C. Reflects statistical discrepancies
D. Reflects the difference between
flow and stock concepts

19 A specification of a maximum amount of a foreign produced good that will be allowed to enter
the country over a given time period is referred to as a

A. Domestic subsidy
B. Export subsidy
C. Import quota
D. Export quota

20 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. Equals the cost of transporting it
between them
D. More information is needed to
answer this question


