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This paper consists of 2 sections Section A consists of TWO questions ALL the questions in
Section A must be answered Section A counts 50 marks Section B consists of four
questions You must answer any TWO of the four questions In Section B Section B counts 50
marks

Hierdie vraestel bestaan uit 2 afdelings Afdeling A bestaan ut TWEE vrae AL die vrae in
Afdeling A moet beantwoord word. Afdeling A tel 50 punte Afdeling B bestaan uit vier vrae
U moet enige TWEE van die vier vrae in Afdeling B beantwoord Afdeling B tel 50 punte
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SECTION A/ AFDELING A

You must answer ALL the questions 1n this section

U moet AL die vrae in hierdie afdeling beantwoord

1 Explain (with the aid of two diagrams using the IS/LM/BP analysis) the effectiveness of
expansionary fiscal policies as well as easy monetary policies in an open economy with
flexible exchange rates and perfect capital mobility
Verduidelik {met behulp van twee figure waarin u die IS/ILM/BP ontleding gebruik) die

effektwiteit van stimulerende fiskale en monetére beleidsmaatreels In ‘n oop ekonomie
met swewende wisselkoerse en volmaakte kapitaaimobihitert

[25]
2 Discuss covered interest arbitrage on the foreign exchange markets Include an example
In your answer
Bespreek gedekte rente-arbitrage op die buitelandse valutamarkte Gebrukk ook 'n
voorbeeld in u antwoord
[25]
SECTION B/ AFDELING B
You must answer TWO of the following FOUR questions
U moet TWEE van die volgende VIER vrae beantwoord
3 (a} Explain the “J-curve effect” Include a graph Iin your answer 8)
(b) Suppose a nation with an open economy and fixed exchange rate 1s in short-run
and long-run equiibrium (at its natural level of output) Explain with the aid of a
diagram (use aggregate demand and supply curves) the effect of exspansionary
fiscal policy (17
(a) Verduidelk die “J-kromme-effek“ Sluit n figuur by u antwoord In (8)
{b) Veronderstel ‘n land met ‘n oop ekonomie en gepende wisselkoers i1s in kort sowel
as langtermyn ewewig (by sy natuurlke produksieped) Verduidelk met behulp
van 'n figuur (gebruik totale-vraag en totale-aanbod-krommes) wat die gevolge Is
van ekspansionistiese fiskale beleid (17
[25]
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(a) Name and explan the items of the financial account of the South African balance
of payments ' (15)

(b) Briefly explain the difference between the “elasticiies approach” and the
“absorption approach” as interpretations of the effect of a devaluation on
disequilibria on the balance of payments (10)

(a) Noem en verdudelk die items van die finanstele rekening van die Suid-
Afrikaanse betalingsbalans (15)

(b) Verdudelk kortlks die verskil tussen die “elastisitets-benadening® en die
“absorpsie-benadering” as interpretasies van die gevolge van n devaluasie op
onewewigtighede op die betalingsbalans (10)

[25]

Discuss the purchasing power panty theory

Bespreek die koopkragpariteitsteorie [25]

Examine the case for flexible exchange rates

Ontleed die voordele van swewende wisselkoerse [25]
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SECTION A / AFDELING A
You must answer ALL the questions In this section
U moet AL die vrae in hierdie afdeling beantwoord

1 Explain (with the aid of two diagrams using the IS/LM/BP analysis) the effectiveness of
expansionary fiscal policies as well as easy monetary policies in an open economy with
flexible exchange rates and perfect capital mobility

Verduidelik (met behulp van twee figure waann u die IS/LM/BP ontleding gebruik) die
effektiwiteit van stimulerende fiskale en monetére beleidsmaatreels in 'n cop ekonomie

met swewende wisselkoerse en volmaakte kapitaalmobililtert
[25]
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Discuss covered Iinterest arbitrage on the foreign exchange markets Include an
example in your answer

Bespreek gedekie rente-arbitrage op die buitelandse valutamarkte Gebrutk ook 'n
voorbeeld in u antwoord
[25]
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SECTION B/ AFDELING B
You must answer TWO of the following FOUR questions
U moet TWEE van die volgende VIER vrae beantwoord
3 (&) Explain the “J-curve effect” Include a graph in your answer {8)
{a) Verduidelk die “J-kromme-effek® Sluit’'n figuur by u antwoord in 8
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Suppose a nation with an open economy and fixed exchange rate Is in short-run and long-
run equilibnum (at its natural level of output) Explain with the aid of a diagram (use
aggregate demand and supply curves) the effect of exspansionary fiscal policy

(17)
(b}  Veronderstel 'n land met ‘n oop ekonomie en gepende wisselkoers 1s in kort sowel as
langtermyn ewewig (by sy natuurlike produksiepeil) Verduidelk met behulp van ‘n figuur
(gebruik totale-vraag en totale-aanbod-krommes) wat die gevolge 1s van ekspansionis-

tiese fiskale beled (17)
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Name and explain the items of the financial account of the South African balance
of payments

(15)
Noem en verduidelk die items van die finansiele rekening van die Suid-
Afrikaanse betalingsbalans (15)
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Briefly explain the difference between the “elasticities approach” and the
“absorption approach” as Interpretations of the effect of a devaluation on
disequilibria on the balance of payments (10)

Verduidellk korthlks die verskil tussen die “elastisiteits-benadering” en de
“absorpsie-benadering® as interpretasies van die gevolge van n devaluasie op
onewewigtighede op die betalingsbalans (10)
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5 Discuss the purchasing power parity theory
Bespreek die koopkragpariteitsteorie [25]
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6 Examine the case for flexible exchange rates
Ontleed die voordele van swewende wisselkoerse [25]
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