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Course Objectives

The course is designed to provide a general understanding of the fundamentals of International Trade

Theories along with the balance of payment concepts, crisis and various policy measures to correct the



same. It also provides overview of the working of foreign exchange market, determination of exchange
rate and different terms related with the foreign exchange market. The course introduces the main
features of the international economic institutions and enables them to critically understand role and

functions of those institutions.

Course Outcomes

e Students will be able to understand the trade theories and determinants of trade which helps them to
analyze the international trade policies.

e Students will be able to understand the role of various international institutions and trade blocks and
their approaches in framing the policies for trade.

Module 1: Introduction to Trade Theories (12 Lectures)

Meaning, scope and importance of International Trade- Difference between Internal and International

Trade - Adam Smith’s Theory of International Trade - Ricardian theory of comparative cost difference

Heckscher- Ohlin Theory-Leontief’s Paradox- Krugman’s Model

Module 2: Balance of Trade and Balance of Payment (12 Lectures)

Concepts of Terms of Trade(Net barter, Gross barter and Income terms of trade)-Meaning and difference

between Balance of Trade (BOT) and Balance of Payment (BOP)-Purchasing Power Parity theory, Law

of Reciprocal Demand-Marshall-Edgeworth Offer curves, Gains from trade-Case for and against Free

Trade and Protection policy

Module 3: Foreign Exchange Market (12 Lectures)

Meaning and Functions of Foreign Exchange Market-Exchange rate determination, Factors influencing

foreign exchange rate-Managed Flexibility-SWAP Market, Components of foreign exchange reserves

Foreign Aid Vs Foreign Trade, FDI and MNCs

Module 4: International Economic Institutions and Economic Integration (12 Lectures)

IMF, World Bank - Role and functions-WTO-Objectives, Functions and Agreements with respect to



TRIPS, TRIMS, GATS, AoA - Forms and objectives of Economic Integration-Cartels-Trade Blocs,
ASEAN- European Union (EU)- NAFTA and SAARC.
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