
Open Economy Macroeconomics 

 

1. "As per the National Stock Exchange (NSE) data, dated 9th June, 2023, there was 

a net selling off worth 309 crore by Foreign Institutional Investors (FIIs) over the 

period of one month i.e., 9th May, 2023 – 9th June, 2023.” 

The above-mentioned transactions will be recorded on ____________ side of 

____________ account of Balance of Payments of India.  (2024) 

(Choose the correct alternative to fill in the blanks) 

(A) Debit, Current 

(B) Credit, Capital 

(C) Credit, Current 

(D) Debit, Capital 

Ans. (D) Debit, Capital 

2. Surplus in Balance of Payments (BOP) refers to the excess of ___________. (2024) 

(Choose the correct alternative to fill in the blank)  

(A) Autonomous payments over Autonomous receipts 

(B) Current Account payments over Autonomous receipts 

(C) Capital Account receipts over Capital Account payments 

(D) Autonomous receipts over Autonomous payments 

Ans. (D) Autonomous receipts over Autonomous payments 

3. Suppose, the Balance of Trade of an imaginary economy shows a favourable 

balance of ₹ 500 crore. The values of merchandise exports are ₹ 1200 crore and 

transfer payments are ₹ 400 crore.  

The value of merchandise imports would be ₹ __________ crore. (2024) 

(Choose the correct alternative to fill in the blank) 

(A) 1700 

(B) 750 

(C) 700 

(D) 900 

Ans. (C) 700 
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4. Distinguish between fixed exchange rate system and flexible exchange rate 

system. (2024) 

Ans. Under the Fixed Exchange Rate System, the foreign exchange rate is fixed by 

the government. This exchange rate system helps in maintaining stability in the 

value of the domestic currency vis-à-vis foreign currencies. 

                                            Whereas; 

Under the Flexible Exchange Rate System, the foreign exchange rate is 

determined by the interaction of market forces of demand and supply. Flexible 

exchange rate keeps fluctuating according to the demand and supply. 

5. Read the following text carefully from "The Economic Times' dated 8th June, 

2023 :          (2024) 

"The Reserve Bank of India's (RBI's) rate setting panel unanimously decided to 

keep the benchmark lending rate unchanged at 6·5%. The committee voted to 

remain focused on the withdrawal of accommodating monetary policy." 

On the basis of given text and common understanding, answer the following 

questions: 

(a) Identify and discuss the economic issue indicated in the above text. 

Ans. Inflation in the economy may be the economic issue indicated in the above 

text. The situation of excess demand may be the underlying cause behind the 

decision taken by the Reserve Bank of India (RBI) to keep the benchmark lending 

rate unchanged at 6·5%. 

(b) Discuss the likely consequence on money supply if the rate setting panel 

would have decreased the said rate. 

Ans. If the rate setting panel would have decreased the benchmark lending rate, 

the commercial banks may reduce their lending rates. Consequently, it may 

encourage the borrowings by the general public leading to an increase in the 

money supply in the economy. 
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