
International Economics – Finance 
A.A. 2020/2021 

Prof. Maurizio Pugno 
 

Exam – 23 June 2021 (B) 
 
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 table below 
represents a (fictional) BoP of the US (in a 
non-perfect flexible exchange rate system). 
Which of the following statements is true 
(only one is true)? 
a. the Central Bank accumulates 30 of 
Official Reserves  
b. the BoP records a surplus of 30 from the 
accounting point of view 
c. the balance of the BoP cannot be calculated 
from the economic point of view 
d. the economy does not record any financial 
flow with the Central Bank 
e. none of the other 4 answers are true 
 
Current Accounts -470 
Capital Accounts 0 
Financial Accounts 500 
of which: other US government assets  

FDI  
foreign official assets in the US  
direct investments in the US  

Statistical discrepancy 0 
 
Exercise 2. (5 points) In the foreign exchange 
market, €/$ is the exchange rate (in the price 
quotation system), and the demand- and 
supply-function of $s are inclined as usual. If 
the exchange rate is flexible, and if the 
demand (function) for $s shifts rightwards, 
where does the new equilibrium shift, and 
what does the shift represent? 
a. It shifts rightwards by the same amount as 
the demand 
b. It shifts upwards 
c. It represents a devaluation 
d. It represents an appreciation 
e. none of the other answers are true 
 
 
 

Exercise 3. (5 points)  
Which is the effect of a decline in the 
exchange rate €/$ on imports in a country of 
the EuroZone? 
a. the units of imported goods increase 
b. the cost of each unit of imported goods 
increase 
c. imports in domestic currency diminish if 
imported goods are necessary (like oil) 
d. imports do not change because price 
changes fully compensate the rise of the 
exchange rate 
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)? 
If lenders expect the crisis, they rush to the 
bank to increase their credits 
If banks are illiquid, but not insolvent, they do 
not run into serious risk in a financial crisis 
Opening up the economy is always key to 
economic growth 
An increase of the income elasticity of 
demand for exports in the ‘CA constrained 
growth model’ triggers a permanent 
appreciation of the domestic currency. 
The export-led model of growth is based on 
the relative PPP theory. 
None of the previous statements are true. 


