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| . Please explain the following terms (24 points)

1. Real Exchange Rate 2. Interest Rate Parity
3. Hedging 4. Jamawa Agreement
5. Debt Servicing Ratio B. Euors

I . Questions (36points)

1. Pleaze explain how a country's monecilary authority adjusts its B. O, P disequilibrium.
What are the prerequisites and outcome of each correcting measure?

2. What are the negative effects of depreciation (or devaluation)of & country's home curren-
evT Give vour evaluation 1o the current level of RMB rate and explain why?

3 Please comment oo multicurrency rescrve system and explain your idea of China's cur
rent [oreign exchange reserve.

It . Caleulation (10 points)

Suppose now in US,the interest rate for one year treasury bill is 5% ,and in UK, the interest
fate for treasury bill of the same duration is 9%. In Loadon, the current spot rate between $
and L is:L1= $1.5100~ $1.5120, and 12 months forward rate is ;L1= $1. 3075~
& 1. 5045.

Heguired

what do you think is the best method if an American with $ 1 million in his hands wants to
profit from this circumstance? Please give your calculations in detail. (Suppose z2ll transac-
tions can be [reely undertaken in {inancial markets)
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