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I (4.5) 

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

 

i. GNDI  

 

 

 

 

 

ii. Trading risk  

 

 

 

 

 

 

iii. Overshooting  

 

 

 

 

 

 

iv. Exchange rate pass through   

 

 

 

 

 

 

 

v. Peso problem  

 

 

 

 

 

IV (2) 

 



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

 

a. In a 2-period open economy, a temporary output contraction causes: (i) a fall in private 

consumption; (ii) an improvement in the current account; (iii) a fall in private 

investment; (iv) all the above.  

 

b. The relative PPP will fail in the long run in the presence of: (i) transportation costs; (ii) 

sticky prices; (iii) permanent fiscal changes; (iv) none of the above.  

 

c. Deviations from uncovered interest rate parity can be explained by: (i) differences 

between income taxes and taxes on capital gains; (ii) risk aversion; (iii) barriers to 

capital mobility; (iv) all the above.  

 

d. Joining a currency area from below the OCA line will be less likely to be self-validating 

if, all else equal: (i) the country specializes according to comparative advantages; (ii) 

trade becomes more intra-industry; (iii) labor mobility increases; (iv) none of the above.  
 

 

 

 

 

 

 

 

 

 

 

 














