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I (4.5) 

Define three of the following concepts (3-5 lines each): 

 

i. Spread between bid and ask   

 

 

 

 

 

 

ii. Triangular arbitrage  

 

 

 

 

 

 

iii. DD curve  

 

 

 

 

 

iv. Cost of fixing (in the FIX line)  

 

 

 

 

 

 

v. Labour mobility criterium (OCA)  

 

 

 

 

 

  



IV (2) 

 

In each question, choose one (correct answer: +0.5; wrong answer: -0.125):  

 

a. A Put foreign exchange option gives the owner: (i) the obligation to buy a given amount 

of foreign currency at a pre-determined exchange rate on a specified date in the future; 

(ii) the right but not the obligation to buy a given amount of foreign currency at a pre-

determined exchange rate on a specified date in the future; (iii) the right and the 

obligation to sell a given amount of foreign currency at a pre-determined exchange rate 

on a specified date in the future; (iv) none of the above.  

 

b. A nominal exchange rate depreciation will fail to improve the current account if: (i) 

imports and exports are inelastic; (ii) domestic wages and prices are indexed to the US 

dollar; (iii) the volume effect offsets the value effect; (iv) all of the above.  

 

c. Irrespectively of the exchange rate regime, in the long run: (i) government expenditures 

influence the nominal exchange rate and money drives the price level; (ii) government 

expenditures drive the price level and money drives the real exchange rate; (iii) 

government expenditures drive the real exchange rate and money drives the price level; 

(iv) none of the above.  

 

d. A pure self-fulfilling exchange rate crisis is characterized by: (i) inconsistency between 

the fiscal policy and nominal stability; (ii) there is a positive net benefit of pegging only 

in case the peg is credible; (iii) pegging brings more costs than benefits in whatever 

scenario; (iv) all of the above. 
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