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Class exercises

� Each exercise takes 5 minutes.
� Each exercise consists of a question and a 

set of answers. Alternatively, it consists of
a set of true and false statements.

� Underline the answers thought to be true.
� Only one answer for each question is true.
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Exercise (1)

� What is the effect of an increase in the 
exchange rate (defined as price quotation) on 
imports?

1. Imports definitely increase.
2. Imports definitely decrease.
3. Imports definitely remain the same.
4. The value of a unit of imports increase.
5. The value of a unit of imports decrease.
6. None of the above.
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Exercise (1)

� What is the effect of an increase in the 
exchange rate (defined as price quotation) on 
imports?

1. Imports definitely increase.
2. Imports definitely decrease.
3. Imports definitely remain the same.
4. The value of a unit of imports increases.
5. The value of a unit of imports decrease.
6. None of the above.
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Exercise (2)

� Which of the following is the probable effect of 
the devaluation of the domestic currency (not 
in the short run)?

1. A further decumulation of official reserves.
2. A worsening of the trade balance.
3. A reduction of the exchange rate (defined as 

price quotation).
4. Domestic inflation.
5. Nothing of the above.
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Exercise (2)

� Which of the following is the probable effect of 
the devaluation of the domestic currency (in 
the medium term)?

1. A further decumulation of official reserves.
2. A worsening of the trade balance.
3. A reduction of the exchange rate (defined as 

price quotation).
4. Domestic inflation.
5. Nothing of the above.



7

Exercise of the true/false type (3)
� Which of the following statements is true?

1. Banks are in a vulnerable position if their borrowing
is long term and their lending is short term.

2. A country is vulnerable to a crisis if the amount of its
debt is high. 

3. The contribution of Total Factor Productivity to
economic growth in the East-Asian countries is 
similar to that of the US.

4. The deliberation councils are bodies of large 
companies that decide over international location of 
their branches in the EA countries.

5. None of the above statements are true.
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2. A country is vulnerable to a crisis if the amount of its
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Change of GDP

Change of Exports/GDP

� The chart proves that:
1. Growth of exports/GDP in East-

Asian countries causes growth
of GDP.

2. Growth of GDP in 
East-Asian
countries causes
growth of
exports/GDP.
3. Some other
factor in East-Asian
countries causes
growth of both GDP 
and exports/GDP.
4. None of the 
above.

Exercise (4)
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Exercise (4)

� The chart of the following slide proves that:

1. Growth of exports/GDP in East-Asian countries
causes growth of GDP.

2. Growth of GDP in East-Asian countries causes
growth of exports/GDP.

3. Some other factor in East-Asian countries
causes growth of both GDP and exports/GDP.

4. None of the above.
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Homework exercise

� Which are the theoretical consequences of a 
reduction of money supply if the E are perfectly
flexible and international capitals are very mobile?

1. The Current Account definitely worsens
2. The interest rate increases
3. The Financial Account definitely worsens
4. The demand for foreign currency exceeds its supply
5. The exchange rate remains fixed
6. Official reserves decumulate
7. Monetary policy is not effective on income (Y)
8. None of the above.
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Homework exercise

� Which are the theoretical consequences of a 
reduction of money supply if the E are perfectly
flexible and international capitals are very mobile?

1. The Current Account definitely worsens
2. The interest rate increases
3. The Financial Account definitely worsens
4. Demand for foreign curr. tends to exceed its supply
5. The exchange rate remains fixed
6. Official reserves decumulate
7. Monetary policy is not effective on income (Y)
8. None of the above.



13

End of the fourth
classroom exercises

on 
International Finance 

M. Pugno


