® Problem 2.5
D echic:  Poland gomam DE (IIY‘-’&\

Real exchange rate w' (€/1)

180
160
140
120
100

80

60

(q_-i ot a,\

T T T T T T T T T T T T T T T

— o) o M~ (o)} — o) u M~ (o)} — o
o)} a3 (o)} o)} o)} o o o o o — —
a a (o)} a (o)} o o o o o o o
- - — - — o o o o o™ o o

/2 5&"(“5[ bod../) /[-G"l/ LS
1 C‘U“'\"’"‘efa —_ de\lz,\u?e'k‘7 DE

—> Aaiel, ‘\hn =70

Tutorial International Monetary Economics




T T¢ -5
B Problem 2.5 A) prdd g8 > procl g <2 ngene oo v
2) el N = ped o
FE elﬁbr > Iy o Seofers

wage

ricel =

productivity

NTG

wage

ice|l= ricel=
[ice productivity u ? productivity H

P ==FPwm

Tutorial International Monetary Economics 8




B Inflation in Poland
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e
B Problem 2.6

Pricing to Market deviates from the Law of one Price. Explain why
and in which countries will exporters choose such a strategy?

® Price differentiation between countries

" high V\illigness to pay and low price elasticity => high p

" also for traded goods the PPP is limited
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® Problem 2.6

Pricing to Market deviates from the Law of one Price. Explain why
and in which countries will exporters choose such a strategy?

Criteria STABILITY OF
SIZE CURRENCY

Example: American exporter

" many competitors, adaption to
local prices

" Invoicing in €, no inclusion of w-
fluctuations

\ " few competitors
" Invoicing in $
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B Problem 2.3 Wio B g PP
v " P

Online you will find a dataset from the International Financial Statistics of the
International Monetary Fund with annual data on the exchange rate of the euro
and the Serbian dinar to the US dollar as well as the inflation rates of the two
regions. Use this data to determine the real exchange rate between the euro and
the dinar. Explain to what extent the data confirm the theory of the purchasing
power parity.
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B Problem 2.1a

doraskic: £
W=A%) g % Sell orders Buy orders €

16.0 1 1 10.0
144 1 1 8.8
114 1 1 8.0
100 [ 1 1 76

8.8 1 1 } 1.2

75 1 1 6.4
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e
B Problem 2.1b

W=os</g 3 Sellorders  Buyorders €

16.0 1 1 100 203
144 1 1 88 17.6%
114 1 1 80 163
10.0 1 1 76 15.2%
8.8 1 1 1.2 14.4%
75 1 1 64 12.8%
é Ma\m
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B Two countries
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