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MOCK EXAM 30/09/2024 

Question 1. Keynesian open economy model 

Answer the questions below, based on the following data 

1. 𝑌 = 𝐶 + 𝐼 + 𝐺 + 𝑋 − 𝑀 

2. 𝐶 = 80 + 0.75(𝑌 − 𝑇) 

3. 𝐼 = 600 − 1000𝑟;    𝑟 = 0.15  

4. 𝐺 = 200 

5. 𝑇 = 100 +  0.25𝑌 

6. 𝑋 = 300 + 0.002𝑌𝑤 + 100𝑒;    𝑌𝑤 = 20.000, 𝑒 = 1 

7. 𝑀 = 100 +  0.2𝑌 − 150𝑒;      𝑒 = 1,  

 

a. Calculate the equilibrium values of GDP, private consumption, private savings, 

government budget balance and of net exports. 

b. How do these values change if the domestic currency depreciates by 20% (e rises from 

1 to 1.2)? Calculate the new equilibrium values and explain what happens to GDP, net 

exports and the government budget balance, using the concept of the open economy 

multiplier. 

c. How do these values change if the world GDP falls to 18.000? Calculate the new 

equilibrium values and explain what happens to GDP, net exports and the government 

budget balance, using the concept of the open economy multiplier.  

d. What can the government do to mitigate the impact of the fall in world GDP on domestic 

GDP? What are the consequences of these measures? 

 

Question 2. Foreign exchange rates  

1. Comment on the graph below, which shows the Euro - Indian Rupee exchange rate over the last 5 

years.  

2. How would you explain the movement of the rupee against the euro between 2021 and 2023 using 

the Forex Market Graph? (complement with creative explanation) 

3. Based on your answer to the previous question, how do you think the observed change in the 

exchange rate between the euro and the rupee has affected international trade between the Euro 

area and India, all else being equal? 

 

 



 

Question 3. Balance of payments (Max 10 points) 

 

 

 

https://www150.statcan.gc.ca/n1/daily-quotidien/230530/t001a-eng.htm 

 

1. Briefly comment the table above, focusing on the current account and its component.  

2. What is primary income? What does a negative value of the net primary income indicate? 

3. Complete the following sentence, which refers to the Table above “In 2022, Canada was a net a) …. 

with respect to the rest of the world, as indicated by the b) … values in the c) … and d) … This 

implies that Canada’s NIIP, defined as the difference between d) …. and e) …. , f) ….  

4. Define net errors and omissions (NEO), show how NEO is calculated and briefly discuss what a 

negative NEO indicates. 

 

BONUS QUESTION (Max 2 points) 

What is the effect of a restrictive monetary policy by the US Federal Bank on the euro-dollar exchange 

rate and why? 

 

https://www150.statcan.gc.ca/n1/daily-quotidien/230530/t001a-eng.htm

