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Notes: Only this text should be handed. 
There is only one correct answer for each 
exercise. No answer, wrong answer, more 
than one answer means 0 points. 
 

Exercise 1. (5 points)  
What are the three items that make up the 
Current Account of the Balance of Payments? 
1. Trade in goods & services/Trade balance 
2. Income (Receipts/payments)  .  .  .  . 
3. Current transfers (Receipts/payments)  . 
 
Exercise 2. (5 points)  
What is the first effect of the purchases of $s 
by the European Central Bank (ECB) when it 
reacts to the reduction in the demand for $s? 
1. The exchange rate €/$ fluctuates perfectly 
2. Exports become more competitive 
3. The Balance of Payments improves 
4. The ECB decumulates the official reserves 
of $ 
5. None of the other answers are true 
 
Exercise 3. (5 points)  
What is the first effect of an increase of 
foreign prices (relative to the domestic prices) 
on imports (from the European standpoint)? 
1. imports in physical units diminish 
2. imports in value (€) diminish if they are 
necessary goods (e.g. oil) 
3. imports in value (€) do not change if they 
are necessary goods (e.g. oil) 
4. imports in both physical units and in value 
(€) do not change if they are necessary goods 
(e.g. oil) 
5. None of the other answers are true 
 
Exercise 4 (5 points) 
Which is the effect of an increase of taxes in 
the fixed exchange rate regime? 
1. It does not affect the GDP if capitals are 
very mobile. 

2. It does not affect the Balance of Payments 
if capitals are very mobile. 
3. It reduces the domestic interest rate. 
4. It improves the Financial Account. 
5. None of the previous answers are correct. 
 
Exercise 5 (5 points) 
List 4 of the early warning signals of the 
exchange rate crises. 
1 Real Exchange 

 rate 
The domestic currency  
is overvalued 

2 Trade deficit The value of exports fall  
and/or the value of  
imports rise 

3 Official reserves Too small relative to  
domestic supply of money 

4 Stock prices The stock market index  
declines 

5 Public debt The debt/Y increases  

6 Inflation Poor policy 

7 Foreign debt Financial sector is weak 

 
Exercise 6 (5 points)  
This is the graphical representation of the 
model of CA constrained equilibrium growth, 
where m=growth of imports, x=growth of 
exports, y=growth of domestic GDP, 
y*=growth of foreign GDP. The coefficients 
of the import- and export-equation are 
elasticities. Which of the following statements 
is true? 
1. ye represents the full employment 
equilibrium 
2. an import-substitution policy is represented 
by a reduction of y  
3. an export-led policy is represented by 
the rise of ε (greek e) 
4. if y>ye there is a surplus in the Current 
Account of the Balance of Payments 
5. None of the other answers are true 
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