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Answer THREE questions

1. Distinguish between the gold standard and the gold-exchange standard (Bretton
Woods) international monetary systems.

2. Comment briefly on any three of the following

(a) Balance of payments on current account.
(b) Marshall-Lerner condition

(©) Hedging

(d) Covered interest-rate arbitrage

(e) Twin deficits

3. Outline the implications of the slope of the BP curve for the effects of fiscal
policy in a small open economy with a flexible exchange rate.

4. . What determines the equilibrium (spot) rate of exchange.

5. In the case of a small open economy with a fixed exchange rate, the absence of
sterilization means that there is no monetary policy either. Explain.



