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7. Write short notes on any two of the following
(a) Heckscher-Ohlin theory of factor endowment
tby SEBI's role in strengthening corporate governance
(¢) Recent trends of Balance of Payment of Indian Economy.
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Explain the following questions -
ta) Regulatory frame work of corporate governance in India
ih) Analyse the case given below and suggest thosc points of discussion which you can raise

infront of hoard members

Case Study
"Government of India closely watching rise in FOREX reserves.”
"BOP situation for India worsens over last few months due to bird flu scare "
"RBI considering possible hike in CRR, thercby signaling possible tight monetary. policy."
"Political parties demanding compensation in dollar terms, for farmers foc chickens culled.”
These were some of the headlines screamqung t_“or your attqntion befare the @.nual bca_rd
meeting. You-the CEO of a mega-property developing CUTF°}'“:‘-}°“-¢“ up the crhtef economist
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thns GDP growth is not achieved, unemployment will rear its head once again, causing supply
side shortages and unabated demand in some sectors— thereby meaning inflation will soar, and,
in turn, interest rates will go up: and finally this will put downward pressure on rupee against
all_ma;:;r currencies. This will erode our Cl:ed|b1‘]11_1,' and profitability in the market. The signs
of impact could be visible in six months from now and among the first indicators of this shift
luommg over the horizon will be change in India's BOP account” You listen to her silently on
Your intercom. _

You give a sigh of relief as soon as her progmosis is over. You call up your treasurer for
a small chat. After all, he is the person who deals in foreign exchange market on minute-to-
minute basis.

He has a different story to tell, "Well, even if worst case scenario emerges, we stand ta
gain. See, hardening of interest rates withldevaluauun of currency will not have any matc{lal
impact on us. In fact, with this India will become a preferred destination for further ft_lr“*'m_n
investment. Our exports will become more competitive in the international market and_u. wall
give a boost for indigenous production of many things This means more imports of plant and
machinery, and of course, raw materials " He signs off by saying. "l see no reason for worry
even if BOP situation worsens, we are well covered in currency and interest rate futures markf*.t.
He adds further with smile, "We can actually make money on the basis of this forecast, subject
to the permission from our board to take position in options markets.” _ ‘ ‘

You sit back in your chair and try to figure out what your presentation is going to be in
front of the board.
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