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Problem 4.5
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Interest rates US



17Tutorial International Monetary Economics

Q
u
e
ll
e
: 

h
tt

p
:/

/p
e
o
p
le

.c
a
rl
e
to

n
.e

d
u
/~

a
m

o
n
te

ro
/T

ra
v
is

%
2
0
N

o
rd

g
a
a
rd

.p
d
f



18Tutorial International Monetary Economics

Quelle: http://people.carleton.edu/~amontero/Travis%20Nordgaard.pdf
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Additional exercise

Assume that the FX-curve is affected by a random shock 𝑢𝑡 in 
period 1. Let the shock be white noise such that it is 
independent and identically distributed 𝑢𝑡~𝐼𝐼𝐷 0, 𝜎2 . This implies 
that today’s shock will not persist in period 2. In period 1, the 
shock shifts the FX-curve downwards.

a. Explain the adjustments in period 1 and 2.

b. Describe how managed floating can help to prevent the 
disturbances.
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