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If you have given the student presentation and would like to have the presentation points then
answer only questions 1 and 2.

Otherwise, answer all four questions.

1. Answer
a. Explain briefly the trilemma. (5p)

b. Give a graphical analysis of Dornbush’s overshooting model. Explain. (20p)

2. Answer
a. What does the current account tell us? (30p)

b. Define exchange rate pass-through. What is the difference between partial exchange rate
pass-through and complete exchange rate pass-through? (20p)

Questions 3 and 4 are related to Paul De Grauwe book “Economics of Monetary Union”.
3. The challenge of enlargement of EMU. (25p)
4. Sustainability of government budget deficits. (25p)



