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NB! NB! NB!

READ THIS PAGE CAREFULLY BEFORE MOVING ON TO COMPLETE THE RELEVANT
EXAMINATION PAPER

TWO GROUPS OF STUDENTS ARE WRITING THIS EXAM, THEY ARE:

1.

Note:

All students who registered for ECS303F for the year 2011. These students
must write EXAMINATION PAPER | starting on page 4.

All supplementary examination students for ECS303F. These students write
EXAMINATION PAPER Il starting on page 42.

Every student must complete only ONE exam paper (That is either exam
paper | or exam paper Il).

NB! NB! NB!

LEES HIERDIE BLADSY SORGVULDIG DEUR ALVORENS U DIE TOEPASLIKE
EKSAMENVRAESTEL VOLTOOL.

TWEE GROEPE STUDENTE SKRYF HIERDIE EKSAMEN, HULLE IS:

1.

Let wel:

Alle studente wat vir die kursus ECS303F geregistreer is vir die jaar 2011
Hierdie groep studente moet EKSAMENVRAESTEL | wat op bladsy 4 begin
voltooi.

Alle her-eksamenstudente vir die kursus ECS303F. Hierdie groep studente
moet na bladsy 42 blaai en EKSAMENVRAESTEL Il voltooi.

Elke student moet slegs EEN eksamenvraestel voltooi. (Dit wil sé of
eksamenvraestel | 6f eksamenvraestel Il).

[TURN OVER]
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EXAMINATION PAPER |
EKSAMENVRAESTEL |

Paper 1 is based on the 10" edition of the textbook
International Economics by Dominick Salvatore. 2011.
Students who are registered for the first semester
2011 of ECS303F should answer this paper.

Vraestel 1 is gebaseer op die 10° uitgawe van die
handboek International Economics deur Dominick
Salvatore. 2011. Studente wat vir die eerste semester
van 2011 vir ECS303F geregistreer is, moet hierdie

vraestel beantwoord.

[TURN OVER]
[BLAAI OM]



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
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 uit TWEE vrae AL die vrae in
Afdeling A moet beantwoord word. Afdeling A tel 50 punte Afdeling B bestaan uit vier vrae

4 ECS303F
05/06 2011

U moet enige TWEE van die vier vrae in Afdeling B beantwoord Afdeling B tel 50 punte

SECTION A/ AFDELING A

You must answer ALL the questions in this section

U moet al die vrae in hierdie afdeling beantwoord

1T (@

(b)

(b)

(a)

(b)

Suppose a nation's exports increase because of an increase In foreign prices
Explain, with the aid of a diagram, the effect of this on aggregate demand in an

Section B consists of four

open economy under flexible exchange rates (20)
Explain “currency swaps” briefly (5)
Veronderstel ‘n land se uitvoere neem toe as gevolg van ‘n toename In
buitelandse pryse Verduidelk met behulp van 'n figuur die gevolge hiervan op
totale vraag in ‘n oop ekonomie met swewende wisselkoerse (20)
Verduidelik “valutaruiltransaksies” kortliks (5)
[25]
Explain, with the aid of a diagram, the effectiveness of expansionary fiscal polcy
with flexible exchange rates and perfect capitai mobility (15)
Explain the concepts of “appreciation” and “depreciation” with the aid of a dia-
gram (10)
Verduidelik, met behulp van ‘n figuur, die effektwiteit van stimuierende fiskale
beleid met swewende wisselkoerse en volmaakte kapitaalmobiliteit (15)
Verduidelik die begrippe “appresiasie” en “depresiasie” met behulp van ‘n figuur (10)
[25]
[TURN OVER]
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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

(b)

(a)
(b)

(b)

(a)
(b)

(b)
(a)

(b)

Explain the difference between forward contracts, futures and options in the

foreign exchange market providing examples of each (15)
Name and briefly explain the items of the financial account of the South African
bailance of payments (10)
Verduidelk die verskil tussen termynkontrakte, vooruitkontrakte en opsies in die
valutamark en gee voorbeelde van elkeen (15)
Noem en verduidelkk kortliks die items van die finansiele rekening van die Suid-
Afrikaanse betalingsbalans (10)
[25]
Explain the basic principles of the portfolio balance model (20)
Briefly explain the concept of “currency pass-through” (5)
Bespreek die grondbeginsels van die portefeuljebalansmodel (20)
Bespreek die begrip “valuta-afwenteling” kortikks (5)
[25]
Name the benefits and costs of “dollanzation” (7
Discuss the proposals for the reforming of the present exchange rate arrange-
ments (18)
Noem die voordele en kostes van “doilarisering” (7)
Bespreek die voorsteile vir die hervorming van die huidige wisselkoersreelings (18)
Discuss the “absorption” approach to analyzing the effects of a devaluation on
the trade account of the balance of payments (20)
Give the simplified version of the Marshall-Lerner condition (5)
Bespreek die “absorpsiebenadenng” tot die ontleding van die gevolge van ‘n
devaluasie op die handelsbalans van die betalingsbalans (20)
Gee die eenvoudige weergawe van die Marshall-L.erner voorwaarde (5)
[25]
[TURN OVER]
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(a) Suppose a nation’s exports increase because of an increase in foreign prices
Explain, with the aid of a diagram, the effect of this on aggregate demand in an

open economy under flexible exchange rates (20)

Veronderstel ‘n land se wuitvoere neem toe as gevolg van 'n toename in

buitelandse pryse Verduidelik met behulp van ‘n figuur die gevolge hiervan op

totale vraag in ‘n cop ekonomie met swewende wisselkoerse (20)
[TURN OVER]
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(b) Explain “currency swaps” briefly (5)
Verduidelik “valutaruiltransaksies” kortliks (5)
[TURN OVER]
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(a) Explain, with the aid of a diagram, the effectiveness of expansionary fiscal policy

with flexible exchange rates and perfect capital mobilty (15)

Verduidelik, met behulp van ‘'n figuur, die effektiwiteit van stimulerende fiskale

beleid met swewende wisselkoerse en volmaakte kapitaaimobiliteit (15)
[TURN OVER]
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(b) Explain the concepts of “apprecration” and “depreciation” with the aid of a dia-
gram (10)
Verduidelik die begrippe “appresiasie” en “depresiasie” met behulp van ‘n figuur (10)

{TURN OVER]
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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 (a) Explain the difference between forward contracts, futures and options Iin the

foreign exchange market providing examples of each (15)

Verduidelk die verskil tussen termynkontrakte, voorutkontrakte en opsies in die

valutamark en gee voorbeelde van elkeen (15)
[TURN OVER]
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(b) Name and briefly explain the tems of the financial account of the South African
balance of payments (10)
Noem en verduidelk korthks die items van die finansiele rekening van die Suid-
Afrikaanse betalingsbalans (10)
[TURN OVER]
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(a) Explain the basic principles of the porifolio balance model (20)
Bespreek die grondbeginseis van die portefeuljebalansmodel (20)
[TURN OVER]
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(b) Briefly explain the concept of “currency pass-through” (5)
Bespreek die begnp “valuta-afwenteling” kortliks (5)
[TURN OVER]
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(@) Name the benefits and costs of “dollanzation” (7)
Noem die voordele en kostes van “dollansenng” {7)
[TURN OVER]
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(b) Discuss the proposals for the reforming of the present exchange rate arrange-
ments (18)
Bespreek die voorstelle vir die hervorming van die huidige wisselkoersreelings (18}

[TURN OVER]
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(a) Discuss the “absorptton” approach to analyzing the effects of a devaluation on

the trade account of the balance of payments (20)

Bespreek die “absorpsiebenadering” tot die ontleding van die gevolge van ‘n

devaluasie op die handelsbalans van die betalingsbalans (20)

{TURN OVER]
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(b) Give the simplified version of the Marshall-Lerner condition (5)
Gee die eenvoudige weergawe van die Marshall-Lerner voorwaarde (5)
[TURN OVER]
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EXAMINATION PAPERII
EKSAMENVRAESTEL i

Paper 2 is based on the 10" edition of the textbook
International Economics by Mordechai Kreinin. 2006.
Students who are writing a supplementary examina-
tion for ECS303F or who were registered prior to 2011
and postponed their ECS303F examination and used
the 10™ edition of this textbook, should answer this

paper.

Vraestel 2 is gebaseer op die 10° uitgawe van die
handboek International Economics deur Mordechai
Kreinin. 2006. Studente wat 'n her-eksamen vir
ECS303F skryf 6f wat voor 2011 geregistreer was en
hul ECS303F eksamen uitgestel en die 10% uitgawe
van hierdie handboek gebruik het, moet hierdie

vraestel beantwoord.

[TURN OVER]
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Answer any FOUR of the following SIX questions Each question counts 25 marks
Beantwoord enige VIER van die volgende SES vrae Elke vraag tel 25 punte
1 (a) Name and bnefly explain the items of the financial account of the South African
balance of payments (10)
(b) Discuss the debt problem of the Less Developed Countries (LDC's) in the 1980’s (15)
(a) Noem en verduidelik kortlks die items van die finansiele rekening van die Suid-
Afrikaanse betalingsbalans (10)

(b) Bespreek die skuldprobleem van die minder-ontwikkelde lande (LDC’s) in die

1980's (15)

{25]

2 Explain covered interest arbitrage on the foreign exchange market {25]
Verduidelk gedekterente-arbitrage in die buitelandse valutamark [25]

3 (a) Explain, with the aid of a diagram, the effectiveness of expansionary fiscal policy
with flexible exchange rates and perfect capital mobility (15)

(b) Explain the concepts of “appreciation” and “depreciation” with the aid of a dia-
gram (10

(a) Verdudelik, met behulp van ‘n figuur, die effektwiteit van stimulerende fiskale

beleid met swewende wisselkoerse en volmaakte kapitaalmobilteit (15)
(b) Verduidelk die begrippe “appresiasie” en “depresiasie” met behulp van ‘n figuur (10)
[25]

4 Assume that there 1s a deficit on the current account of the balance of payments
Explain the main automatic adjustment mechanmisms that help to correct the deficit [25]

Gestel dat daar ‘n tekort op die lopende rekening van die betalingsbhalans ondervind
word Verduidelk die vernaamste outomatiese anpassingsmeganismes wat help om die
tekort reg te stel [25]

[TURN OVER]
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(a) Discuss the main types of risk regarding international transactions and suggest
ways in which they may be covered (15)

(b) Evaluate the significance of imbalances that may occur within the balance of pay-
ments (10)
(a) Bespreek die vernaamste soorte nsiko's wat verband hou met tnternasionale

transaksies en stel maniere voor waarop hulle verskans kan word (15}

(b) Evalueer die betekenis van onewewigtighede wat op ‘n betalingsbalans kan ont-

staan (10)

[25]

Discuss the Bretton Woods adjustable peg exchange rate system [25])
Bespreek die Bretton Woods stelsel van aanpasbare vasgepende wisselkoerse [25]
[TURN OVER]
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{a) Name and bnefly explain the items of the financial account of the South African

balance of payments (10)

Noem en verduidelk korthks die items van die finansiele rekening van die Sud-

Afrikaanse betalingsbalans (10)

[TURN OVER]
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(b) Discuss the debt problem of the Less Developed Countnes (LDC's) in the 1980's (15)

Bespreek die skuldprobleem van die minder-ontwikkelde fande (LDC’s) in die
1980's (13)

[TURN OVER]
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p Explain covered interest arbitrage on the foreign exchange market [25]
Verduidelik gedekterente-arbitrage in die buitelandse valutamark [25]
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Explain, with the aid of a diagram, the effectiveness of expansionary fiscal policy

with flexible exchange rates and perfect capital mobility (15)

Verduidellk, met behulp van ‘n figuur, die effektiwiteit van stimulerende fiskale be-

leid met swewende wisselkoerse en volmaakte kapitaalmobildert (15)
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56
{b) Explain the concepts of “appreciation” and “depreciation” with the aid of a dia-
(10)

gram

Verduidelik die begrippe “appresiaste” en “depresiasie” met behulp van 'n figuur (10)
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Assume that there 1s a deficit on the current account of the balance of payments
Explain the main automatic adjustment mechanisms that help to correct the deficit [25]

Gestel dat daar ‘n tekort op die lopende rekening van die betalingsbalans ondervind
word Verduidelk die vernaamste outomatiese aanpassingsmeganismes wat help om
die tekort reg te stel [25}
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Discuss the main types of risk regarding international transacttons and suggest

ways In which they may be covered (15)

Bespreek die vernaamste soorte nsiko's wat verband hou met internasionale

transaksies en stel maniere voor waarop hulle verskans kan word (15)
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(b) Evaluate the significance of imbalances that may occur within the balance of pay-

ments (10)

Evalueer die betekenis van onewewigtighede wat op ‘n betalingsbalans kan ont-

staan (10)
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6 Discuss the Bretton Woods adjustable peg exchange rate system [25]
Bespreek die Bretton Woods stelsel van aanpasbare vasgepende wisselkoerse [25]
[TURN OVER]
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