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

Exercise 1. (5 points) The figure below 
represents the foreign exchange market, 
where €/$ is the exchange rate in the price 
quotation system. If the supply (function) of 
$s shifts leftwards starting from the 
equilibrium point G, and if the exchange rate 
is flexible, which of these is the right 
consequence?: 
a) the exchange rate €/$ appreciates and the 
new equilibrium point is J 
b) the exchange rate €/$ depreciates and the 
new equilibrium point is J 
c) the exchange rate €/$ appreciates and the 
new equilibrium point is C 
d) the exchange rate €/$ depreciates and the 
new equilibrium point is C 
e) none of the other answers are true 

 
 
Exercise 2. (5 points) Which of the following 
statements is true (only one is true)? 
a) The Current Account of the Balance of 
Payments (BoP) does not include only the 
Balance of Goods and Services.  
b) If the Current Account reports a deficit, 
then Official Reserves must decumulate. 
c) Measuring the exchange rate in the volume 
quotation system means that a depreciation 
reduces the volume of exports. 
d) The real exchange rate is equal to the 
nominal exchange rate divided by the ratio of 

the domestic consumer price index to the 
consumer price index in the foreign nation. 
e) none of the other answers are true. 
 
Exercise 3. (5 points)  
If (price) inflation is lower in the EuroZone 
(EZ) than in the US and the exchange rate €/$ 
is fixed, which is the effects on imports and 
exports of the EZ with respect to the US? 
a. the cost per unit of imports increases 
b. imports increase anyway 
c. exports increase anyway 
d. the trade balance improves anyway 
e. 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? 
It does not affect the GDP if capitals are very 
mobile. 
It does not affect the Balance of Payments if 
capitals are very mobile. 
It reduces the domestic interest rate. 
It improves the Financial Account. 
None of the previous answers are correct. 
 
Exercise 5 (5 points) 
Which is the effect of a restrictive monetary 
policy in the fixed exchange rate regime? 
It is very effective in reducing GDP if capitals 
are very mobile. 
It worsens the Balance of Payments if capitals 
are very mobile. 
It impoves the Current Account. 
It reduces the domestic interest rate. 
None of the previous answers are correct. 
 
Exercise 6 (5 points) Which of the following 
statements is true (only one is true)? 
a) If lenders expect the crisis, then the crisis 
becomes less likely 
b) The increasing availability of savings in 
high-growing countries makes capital flows 
more stable 
c) Total Factor Productivity contributes 
little to growth of East Asian countries 
d) The export-led model of growth rejects the 
relative PPP theory. 
e) None of the previous statements are true. 
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