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International Economics – Finance 
Prof. Maurizio Pugno 

Exam – 20 Feb. 2023 (B) 
 
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 
investment income (i.e. income received on the 
existing investments)? 
1.2 Which sub-account of the former Balance of 
Payments account includes the same item (i.e. 
investment income)? 
1.1 Current Account 
1.2 Transfers account or Primary income 
account 
 
 
Exercise 2. (5 points) 
Which of the following statements is true? 
a) Net liabilities are financial outflows. 
b) The equation S + (T - G) = I + CA 
does not imply that changes in private and 
public saving cause changes in investment and 
Current Account balance. 
c) Loans from abroad has the property to do not 
generate new external debt service. 
d) Foreign investment brings only costs for 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 $s shifts leftwards under the 
flexible exchange rate system, what does it 
happen to €/$, and why? 
€/$ increases (i.e. it depreciates) in order to 
close the tendential excess demand for dollars 
(or excess supply of euros).  
 

 
 
Exercise 4. (5 points) 
Which of the following statements is true? 
a) Forex is a market in which a country can sell its 
exports. 
b) Under the perfect flexible exchange rate system, 
changes of the official reserves usually take place. 
c) The effective exchange rate is the observed 
exchange rate when it differs from the expected 
exchange rate. 
d) The forward exchange rate is the price of a 
currency that will be delivered in the future. 
e) None of the other statements are true. 
 
 
Exercise 5. (5 points) Which of the following is 
the most probable effect of the 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) A reduction of the exchange rate (defined in 
price quotation). 
d) A rise in foreign inflation. 
e) Nothing of the above. 
 
 
Exercise 6 (5 points) Which is the effect of a 
restrictive monetary policy in the fixed exchange 
rate regime? 
a) It is very effective in reducing GDP if capitals 
are very mobile. 
b) It reduces 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) The export-led model of growth recommends 
real appreciation of the domestic currency 
b) The high level of savings in the export-
oriented Asian economies is in part due to the 
rapid demographic transition from high to low 
birth and death rates. 
c) The export-led model of growth is a supply-
side model. 
d) Banks are in a vulnerable position if their 
borrowing is long term and their lending is short 
term. 
e) None of the previous statements are true.

 


