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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 uncovered interest rate parity. (5p)

b. Present and explain the Balassa Samuelson model (20p)

2. Answer
a. Sovereign debt crisis in several European countries. (15p)

b. Name four macroeconomic fundamentals. Based on the empirical evidence provided in the lecture, do
you think that the fundamentals can be used to predict exchange rates? (10p)

Questions 3 and 4 are related to Paul De Grauwe book “Economics of Monetary Union”.

3. What are benefits of a common currency related to welfare gains from less uncertainty? (25p)

4. Sustainability of government budget deficits. (25p)



