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International Economics – Finance 
Prof. Maurizio Pugno 

Exam – 20 Feb. 2023 (A) 
 
Notes: 
- Only this text should be handed. 

Underline the correct answer for each 
exercise. No answer, wrong answer, 
more than one answer means 0 points. 

- The final grade will be calculated by 
summing scores on the 6 best answers. 

 
Exercise 1. (5 points)  
1.1 Which Balance of Payments Account includes 
remittances from immigrants temporarily residing 
in another country?  
1.2 Which sub-account of the former Balance of 
Payments account includes the same item (i.e. 
remittances from immigrants temporarily residing 
in another country)? 
1.1 Current Account 
1.2 Transfers account or Secondary income 
account 
 
 
Exercise 2. (5 points) 
Which of the following statements is true? 
a) Foreign Direct Investments represent more 
liquid assets than bonds. 
b) The equation S + (T - G) = I + CA 
implies that changes in private and public saving 
cause changes in investment and Current Account 
balance. 
c) Loans from abroad add to a country’s stock 
of external debt. 
d) Foreign investment brings only benefits to the 
host country. 
e) None of the other statements are true. 
 
Exercise 3 (5 points) Let us denote €/$ as the 
exchange rate in the price quotation system. If the 
supply (function) of $s shifts rightwards under the 
flexible exchange rate system, what does it 
happen to €/$, and why? 
€/$ diminishes (i.e. it appreciates) in order to 
close the tendential excess supply of dollars (or 
excess demand for euros). 
 
 
 

 
Exercise 3. (5 points) 
Which of the following statements is true? 
a) Both the price quotation system and the volume 
quotation system can measure the exchange rate, 
but lead to different results. 
b) Under the fixed exchange rate system the 
change of the official reserves is usually zero. 
c) The arbitrage between two currencies helps 
to maintain the same exchange rate over 
different locations. 
d) The forward exchange rate is the price of a 
currency that moves forward over time. 
e) None of the other statements are true. 
 
 
Exercise 5. (5 points) Which of the following is 
the most probable effect of a devaluation of the 
domestic currency (not in the short run)? 
a) A further decumulation of official reserves. 
b) A worsening of the trade balance. 
c) Domestic inflation. 
d) A reduction of the exchange rate (defined in 
price quotation). 
e) Nothing of the above. 
 
 
Exercise 6 (5 points) Which is the effect of an 
expansionary monetary policy in the fixed 
exchange rate regime? 
a) It is very effective in increasing GDP if capitals 
are very mobile. 
b) It increases the domestic interest rate. 
c) Official reserves do not change. 
d) It improves the Current Account. 
e) None of the previous answers are correct. 
 
Exercise 7 (5 points) Which of the following 
statements is true? 
a) One of the most remarkable features of 
growth in the export-oriented Asian economies 
is that it was frequently accompanied by falling 
income inequality. 
b) The export-led model of growth is a supply-
side model. 
c) The deliberation councils are bodies of large 
companies that decide over international location 
of their branches. 
d) The fact that growth of the ratio of export/GDP 
is positively correlated with GDP growth implies 
that the former causes the latter. 
e) None of the previous statements are true. 


