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QUESTION 1 (COMPULSOQORY)

Write short notes on the following terms as used in international trade

a) Hedging [5]
b) Overshooting [5]
¢} Current account vs, Capital account [5]
d) Official reserve transactions balance [5]
e) Arbitrage {5]
f) Using the relevant equations, differentiate between the nominal effective exchange

rate and the real effective exchange rate [15]
QUESTION 2

a) The statement of international transactions tabulates transactions, over a year's
period, between a country and the rest of the world. Using examples, discuss the
various balances of the international transactions statement. [20]

b) A trade surplus is not inherently bad, and a surplus is not inherently good.

Discuss [10]
QUESTION 3
a) Discuss the purposes of switching currency operations [15]

b) Using exarﬁpies differentiate between spot exchange rate and forward exchange

rate. [15]
QUESTION 4

a) What is the economic nature of the international finance? [15]

b) Discuss the main regimes of the exchange rates? {15]




