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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, and where the supply (function) of $s shifts rightwards 
starting from the equilibrium point C. If the exchange rate is flexible, which is the new equilibrium 
point? 
[ A, B, C, D, E, F, G, H, J, K ] 
 
Exercise 2. (5 points) The figure below represents the foreign exchange market, where €/$ is the 
exchange rate in the price quotation system, and where the demand (function) of $s shifts 
rightwards starting from the equilibrium point C. If the exchange rate is flexible, what kind of 
change of the exchange rate is this? 
An appreciation 
A depreciation 
It firstly depreciates and then appreciates 
No change 
Indeterminate change  
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Exercise 3. (5 points) Which of the following statements is true? 
The item of the Balance of Payments called ‘Current Transfers – Receipts’ reports the 
Compensation of Employees for work done abroad. 
The Official Reserves include deposits of domestic banks. 
Imports (in quantity) depend positively on domestic prices with respect to foreign prices. 
The goal of the exchange rate policy is to counter the depreciation by selling domestic currency. 
None of the previous statements are true. 
 
Exercise 4 (5 points) 
Which is the effect of an expansion of public expenditure in the fixed exchange rate regime? 
It has no effect on GDP if capitals are very mobile. 
It worsens 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 an expansionary monetary policy in the fixed exchange rate regime? 
It is very effective on GDP if capitals are very mobile. 
It worsens the Balance of Payments if capitals are very mobile. 
It increases the domestic interest rate. 
It improves the Current Account. 
None of the previous answers are correct. 
 
Exercise 6 (5 points) Which of the following statements is true? 
A premise in the exchange rate crises is that the country needs financial capital from abroad 
in order to finance excess imports. 
An increase of the income elasticity of demand for exports in the ‘CA constrained growth model’ 
improves the trade balance. 
The export-led model of growth is typical of Latin American countries. 
The export-led model of growth is based on the appreciation of the real exchange rate. 
None of the previous statements are true. 


