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FOREIGN TRAD

'+ Foreign Trade is exchange of capital, goods,
and services across International Borders or
Territories.

* No country in the World produces all the
commodities it requires. In most countries, it
fepresents a_ signific
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FEATURES OF FOREIGN TRADE

Import: Buying Product from
Foreign Seller.

Export: Selling Product to
Foreign Buyer.

=¥ Visible trade : Trade of Visible
Product.

Invisible trade: Trade of
Invisible Product.
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Balance of Payment (BOP)

the transactions between the
resident of a country and
resident of the remaining World

The Balance of Payment
accounting has two types:
 Current Account
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CURRENT ACCOUNT
Trade (exports minus imports of goods and

services), Net Factor Income (such as interest

and dividends) and Net Transfer Payments (such

CAPITAL ACCOUNT
The Capital Account balance is equal to capital

flows from the rest of the World, minus capital
flows to the rest of the World. Eg., ECB, Loan,
FDI, Fll etc..
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It is difference between the total inflow and outflow
of cash arising in the current account of a country
in a year.
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(As per Arvind Mayaram committee)

FOREIGN INSTITUTIONAL INVESTMENT
Foreign investment of up to 10 % in an Indian company.

FOREIGN DIRECT INVESTMENT (FDI)

Foreign investment of above 10 % in an Indian company.

- INVESTMENT 4
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Currency depreC|at|on is the loss of value
of a country's currency with respect to one
or more foreign reference currencies,
typically in a floating exchange rate
system in which no official currency value

A devaluation is an ofﬁmal lowering of the
value of a country's currency within a

fixed exchange rate system, by which the
monetary authority formally sets a new
fixed rate with respect to a foreign
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Its Components:

FOREXRESERVES Foreign Currency Assets (FCAs),
Forex reserves are foreign Gold
currency assets held by the S

central banks of a country. Special Drawing Rights (SDRs)
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i [ changeRate |~

Exchange Rate is the rate, at which Indian rupee will be
exchanged with other International currencies, say US
dollar, in the Foreign Exchange Market.
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QUESTION & ANSWER/TT 37X
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Q. Foreign exchange rate means the rate at
which the currency of one country can be
traded for?

1. The currency of any other country in forex
market

2. The currency of any other country in share
market

3. The commodities of any other country in
forex market

4. All of these

5. None of these
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Q. FERA in India has been replaced by?
GATT

WTO

FEMA

REER

NEER
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Q. Which one of the following institution is related to
export financing and insurance?

EXIM

SEBI

ECGC

RBI

NHB
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Q. An account maintained by Indian bank in foreign countries
bank to deal in other currency is known as?

NOSTRO

VOSTRO

LORO

REER

NEER
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Q. What can you say about indirect rate in foreign
exchange?

1. The rate quoted with units of home currency
kept fixed

2. The rate quoted with units of foreign currency
kept fixed

3. The rate quoted in terms of a third currency

4. The rate charged by Central bank on other
banks while lending

5. None of these
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Q. Which among the following is/are true regarding LERMS?

(1)It stands for Liberalised Exchange Rate Management System

(2)It is decided by market demand and supply and there is no control of RBI or
Gol

(3)It became effective from March 1,1995

Only 1

Only 2

Both 1&2

All are true

Both 2&3
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Q. The notified difference in buying and selling
rates of foreign exchange is known as?
Spread
Dumping
Spoofing
Phishing
None of these
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Q. SDR are supplementary foreign exchange reserve
assets defined and maintained by?

1. WTO

2. World Bank
3. IMF

4. OECD

5. RBI
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Q. What are the components of forex reserves?
(1) Foreign currency assets  (2) Gold

(3) Reserve tranche position (4) SDR
1.0nly1  2.12&4

3. Both 1&2 3. All are included

5.1,2&3
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Q. An account maintained in foreign

currency with an authorized dealer

bank?/fFdT stfeea S S | fAeft

H&T | @7 9T @Tar?

1. Exchange earners foreign
currency account

2. Exchange eligible foreign
currency account

3. Earners eligible foreign currency
account

4. Earners exchange foreign
currency account

5. Equity exchange foreign






