
PPSC Economics Topic 5 International Economics

Sr Questions Answers Choice

1 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

2 Absolute advantage is determined by

A. Actual difference in labor
productivity between countries.
B. Relative difference in labor
productivity between countries.
C. Both a and b
D. Neither a nor b

3 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

4 Intra industry trade therory.

A. Explains why the United States
might export autos and import
clothing
B. Explains why the united states
might export and import differentiated
versions of the same product such as
different type of autos.
C. Assumes that transport costs are
very low or do not exist
D. Ignores seasonal considerations
for agricultural goods

5 The arrangement where goods imported from trading partners in the developing world are
subject to lower tariff rates than goods from other countries is referred to as.

A. Normal trade relation status
B. Most favored nation status
C. Most favored nation status
D. Generalized system of
preferences

6 Which financial instruments provide a buyer the right to purchase or sell a fixed amount of
currency at a prearranged price within a few days to a coupled of years.

A. Letter of credit
B. Foreign currency option
C. Cable transfer
D. Bill of exchange

7 Mercantilism.

A. Is the philosophy of free
international trade.
B. Was a system of export promotion
and barriers to imports practiced by
government .
C. Was praised by Adam Smith in the
Wealth of Nations
D. Both a and c

8 The theory of overlapping demands predicts that trade in manufactured goods is
unimportant for countries with very different.

A. Tastes and preferenes
B. Expectations of future interest rate
levels
C. Per capita income levels
D. Labor productivities

9 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

10 Developing countries that concentrate production in agricultural products or raw materials
may face a long run decline in their international terms of trade because of.

A. Inelastic demand for these
products in advanced countries.
B. Large increase in the supplies of
these products on world markets
because of export expansion polices
C. sluggish demand for these
products in advanced countries
D. All of the above



11 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.

12 All of the following are trade problems of developing countries except.

A. Unstable export markets
B. improving terms of trade
C. Limited access to the markets of
industrial countries
D. Highly elastic demand curves for
their products.

13 Investors engage in ____ when they move funds into foreign currencies in order to take
advantage of interest rates abroad the are higher than domestic interest rates.

A. Currency arbitrage
B. Interest arbitrage
C. Short positions
D. Long positions

14 The institutional framework developed in 1974 to promote trade liberalization is known as.
A. WTO
B. GATT
C. IMF
D. World bank

15 The most widely traded currency in the foreign exchange market is the.
A. Euro
B. Chinses yuan
C. British pound
D. U.S. Dollar

16 That the division of labor a limited by the size of the market best applies to which explanation
of trade

A. Factor endowment theory
B. Product life cycle theory<div><br>
</div>
C. Economies of scale theory
D. Over lapping demand theory.

17 In balance of payments accounting tourism and travel are classified in the
A. Merchandise trade account
B. Services account
C. Unilateral transfers account
D. Capital account

18 Trade based on comparative advantage assures that.

A. Only the strongest suvrive
B. Some people are rich and others
are poor
C. Each item is produced using the
least amount of time needed to
produce it
D. Each item is produced at as low a
cost possible in terms of other things
given up

19 International trade is based on the idea that

A. Exports should exceed imports
B. Imports should exceed exports
C. Resources are more mobile
internationally than are goods
D. Resources are less mobile
internationally than are goods

20 Industrial policies intended to foster comparative advantage for domestic industries could
result in the implementation of.

A. Research and development
subsides.
B. Loan guarantees
C. Low interest rate loans
D. All of the above


