
What we know... 

1. Explain the simple version of the portfolio balance approach to the balance of payments (25) 

2. Explain the difference between a “national balance sheet” and a balance of payments and 

how the concepts are related (10) 

3. Explain the difference between a stable and unstable foreign exchange market with the aid 

of 2 graphs (15) 

4. Explain currency pass through (10) 

5. Discuss the purchasing  power parity (25) 

6. Explain the J-curve effect , include a graph in your answer (8) 

7. Name and briefly explain the possible lags in the quantity response to price changes in 

international trade (10) 

8. Difference between hedging and speculation (10) 

9. Spot , Forward,Swap,Future,Options 

10. Foreign exchange risk (25) 

11. Discuss interest arbitrage and give an example , covered and uncovered (25) 

What we don’t know... 

1. Describe the case for fixed exchange rates (17) 

2. Explain currency board arrangements briefly (8) 

3. Explain direct controls that can be used to affect a nations balance of payments  (20) 

4. Evaluate the significance of imbalances that might occur within the balance of payments (15) 

5. Explain with the aid of a diagram ( use aggregate demand and supply curves ) how a 

government can use fiscal and monetary policies to stimulate growth in an open economy 

(18) 

6. Explain with the aid of a diagram using  IS/LM/BP the effectiveness of expansionary 

monetary policies in an open economy with fixed exchange rates and perfect capital mobility 

(15) 

7. Explain the proposals that have been advanced for reforming present exchange rate 

arrangements (17) 

8. Discuss the South African balance of payments (25) 

9. Discuss the operationas well as the evolution of the Bretton Woods system (25) 

10. Briefly explain the difference between the elasticises approach and the absorption approach 

as interpretations of the effect of a devaluation on disequilibria on the balance of payments 

(10) 

11. Explain the measures that have been proposed to avoid financial crisis in emerging market 

economies (15) 

 


