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2. [6%] Justify the answer given to multiple choice question 16 from Part 1 and explain why the discarded options are incorrect. 
 
 
 
 
 
 
 
 
 
 
 
 
 
3. (i) [8%] The government decrees that even days are no longer working days, so workers are forbidden to be at work any such day 
and firms are legally obliged to close factories and facilities every such day. Using the aggregate supply and aggregate demand model, 
determine graphically the effect of that measure on the macroeconomic equilibrium when a whole year is considered and explain the 
changes in the aggregate functions that cause the effect determined. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
[5%] (ii) Assuming that the economy is big enough, how would that measure affect the macroeconomic equilibrium, the aggregate 
supply function, and the aggregate demand function of the rest of the world? Explain your answer. 
 
 
 
 
 
 
 
 
 
 
 
 
4. [10%] The US and the eurozone are autarkic economies. The US price level is P* = 200, whereas the eurozone price level is P = 
100 (both computed adopting the same basket of goods). The governments of the two economies agree to open them and initially set 
the exchange rate at e = 1 $/€. Assuming that the conditions under which purchasing power parity theory holds, and using the AS-AD 
and the currency market models, explain the changes that are likely to occur in P*, P, and e. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



5. [3%] Establish, in a well-reasoned way, the value of the exchange rate in the currency market if the purchasing power parity 
exchange rate is 2 $/€, the eurozone price level is P = 100, and the US price level is P* = 200. 
 
 
 
 
 
 
6. [3%] Using the version of the quantity equation expressed in rates of change, calculate the inflation rate if the velocity of 
circulation of money remains constant, real GDP increases by 2%, and the money stock increases by 5%. 
 
 
 
 
 
 
7. [5%] With M1 = 1000, M0 = 500, reserve ratio equal to 3/8, and deposits D = 800, find the liquidity ratio l and the currecny E held 
by the public. 
 
 
 
 
 
 
 
 
 
8. [2%] Find the approximate value of the inflation rate if real GDP has increased by 4% and nominal GDP has decreased by 2%. 
 
 
 
 
 
 
9. [3%] Using the fundamental macroeconomic accounting identities, find net exports if S = 90, G = 40, TR = 10, and T = 30. 
 
 
 
 
 
 
10. [5%] Explain a common feature and two differences between an expansionary monetary policy and an expansionary fiscal policy. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
11. [5%] Explain the exchange rate monetary policy transmission channel. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


