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.he early indicators show that economic condmons conttnue to weaken bot

andex fell in October to 1ts lowest Jev ’

Instructions: Attempt All Questions

Q.1. Based on the excerpt below, answer the questrons that folt W, - e

Excerpts from Bloom ber ¢ , uber 29 2018
What happens to China’s economy in the fourth quarter of thrs year will be closely watched, with attention on
whether the government can keep the pace of growth stable wrthout arenewed surge of debt. Whlle performance
in the third quarter ticked down, much of the effect of the trade war and slowdown is still to be felt.

n -tfhe domestic and external fronts,”
artlculariy among small prlvate:

Bloomberg Chief Asia Economrst Chang S 1]

firms. We expect pohcy support for 1 all aspects of growth - exports
consumption and investment.” Top ¢ ofﬂc so sought“to bolster investor confidence,
commenting on the fundamental strength of the economy and attemptmg to talk up the stock market, which has
fallen almost eight percent this month. The manufacturln\gauge Wl" probably tick lower again ‘while the non-
manufacturing gauge, which covers the constructlon and service mdustnes is expected to be unchanged, accordmg

to forecasters surveyed by Bloomberg The official manufacturmg PMI readmg slowed in September to a seven-
month low.

Economic growth deceier t
the aftermath of the giobal fir nanc I cris : C
this month. However trade was a bnght spot as manufacturers rushed to get shrpments to the US. ahead of an
increase in tariffs, which are slated to rise from current levels from January. Chmese factory mﬂatlon also moderated
-- for the fourth month in a row, to the lowest levelin two years, accordmg to Bioomberg calculations. While good
for purchasing managers the slowmg pnce rises wm h’ co pa y profit margi S and m, v_scate a s!owdown in
: nchmark inge Composite

ec ;‘Sales turned
rs rvey 'esults Production

" Shen Lan, the Beijing-based Standard

sluggish on slowmg domestrc demand anc
activity moderated in October as a result, and the outlook turned gloomier,
Chartered economist in charge of the survey, wrote in an Oct. 22 report

A. Discuss, which phase of business cycle Chinese economy is undergoing? Give reasons to support your answer.
B. Discuss monetary and fiscal measures which may help to smoothen this cytle? [5+5= 10 Marks]

Q.2. Answer the following questions- ‘

A. India ranks 3™ on the basis of GDP (PPP) and is on the 7% position (slipped from 6% position in Nov. 2018} on
Nominal GDP basis, while it is 126" in terms of GDP per capita (Source: IMF). Discuss the possrble factors
contributing to such figures citing the difference between the three.

B. “Armed conflict over territorial disputes in the South China Sea could be one of the major crises for US President
Donald Trump’s administration in 2019, according to an annual survey that identifies top flashpoints for US
policymakers to watch in the year to come. Comment”. [5+5=10 Marks]
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Q.3. “The index of Industrial Production rose 8.1% in October, data released by the povernment, marking a strong
start to the third quarter of FY19 after a dismal second quarter, when the economy expanded by a less-than-
expected 7.1%. Inflation, as measured by Consumer Price Index, cooled to 2.33% in November, improving chances
of a rate cut by the Reserve Bank of India. The RBI next reviews monetary poliey on February 7.” A matter of double
treat for economy! (Source: The Economic Times, Date: Dec 13, 2018)
A. Discuss how a fall in CPI inflation and a rise in IIP can act as a double treat for economy?
B. In what circumstance, MPC may go for a rate cut in Feb 20197 Discuss with the possible impact of rate cut on
economy.
C. What are Liquidity Adjustment Facility tools available with RBI? How would they affect liquidity in market?
Differentiate between Bank rate and Repo rate. [3+3+4=10 Marks]
Q.4. Based on the excerpt below, answer the questions that follow e

Rupee, bond prices extend gains as crude oll falls over 7%

Excerpts from Livemint| Dec 19,2018

The indian rupee and bond prices extended gains on Wednesday after crude oil prices slumped to a near 16-month
low, and also after another open market operation announced by the Reserve Bank of India. The rupee opened at
~ 70.08, rising for the third consecutive session. At 9.15am, the rupee was trading at 69.94, up 0.81% from its previous
close of 70.45. The government 10-year bond yield dropped 11 basis points to 7.238% -- a level last seen on 9 April
i nits Tuesday’s close of 7.347%. Bond yields and prices move in opposite directions.
Crude oil prices fell over 7% to hit a low fast seen on August 2017 amid conc‘érn over a supply glut and pessimism
on demand due to the trade war and s’iowmg global economic growth. Year to date, oil prices are down 15.3%. They
are currently down 34.5% from thetr 2018 peak of $86.29 per barrel seen on 3 October. Radhika Rao economist at
DBS Bank expects that if oil prices average USD75pb this year, the current account deficit is likely to stand at -2.5%
of GDP, better than our forecast of -2.7%. The balance of payments deficit will narrow to USD15- 20bn, vs usD25bn
earlier. For further rehef to the BOP, a deeper correction in oil prices requires to be accompamed by better nsk-
appetite. L : :
The announcement ‘om RB! on ~.1§ate.tuesday fcr further purchases f
operations for ‘total amount of Rs 50,000 crore in January 2019 also improve

further boosted the rupee aftertraders speculated that the Fed may srgnal Wednesday that rt s approachmg a pause
in its rate-hike cycle. Traders are awaiting the Fed’s guidance onthe rate outlook for 2019, with policy makers widely
expected to tighten for a fourth time this year at its two-day meeting which ends Wednesday. Continued buying
interest from foreign investors in both equity and debt also helped the local currency. In November, Fll bought a
comblned of $1.76 billion and so far December they bought $677 mllhon in equity and debt. Accordmg to Care
Ratmgs a falr rate for the rupee based on present condltlons wou!d be around Rs 70 71/$ assummg FPls are positive

in the equrty and debt markets, respectively. ‘ £

A. What are the reasons that led to fall in crude oil prices? Who controls the global crude oil prices?

B. Enumerate the reasons that led to fall in rupee in last few months. However, rupee has gain a relative stability
now, Discuss.

C. There is 2 positive sentiment related to CAD, with the fall in crude prices. Comment. How an increase/decrease
in CAD may affect the fiscal position and inflation in the country? R [3+3+4=10 Marks] =«
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