ECO 440 – Dr. Tohamy


Due on: _______________________

Fall 2000

Excel Exercises to accompany Chapter 14

Please download the Microsoft Excel file titled KO14_MoneyInterestExchangeRates.xls.

You can reach it by going to the web address:

http://www.campbell.berry.edu/faculty/economics/International/Introduction.html
and choosing chapter 14.

NAME:___________________________________

Note that all the exchange rates in this workbook refer to dollar DM rates and not dollar euro rates as is in the textbook.

Refer to the worksheet titled “MoneyDemand”.

1. Why is the demand for money a negative function of the interest rate?

Refer to the worksheet titled “MoneyDemandChanges”.

2. Explain how and why the real demand for money changes when the interest rate changes?

Refer to the worksheet titled “MoneySupply”.

3. What determines the position of the real money supply line?  Why is it vertical?

Refer to the worksheet titled “MoneySupplyChanges”.

4. The initial income is __________ and the initial interest rate is _________.  The equilibrium interest rate is ________.  Change income to a different level.  The new income level you chose is ________.  Also change the real money supply.  The new real money supply you chose is ____________.  The new equilibrium interest rate _______.

Refer to the worksheet titled “ForeignExchangeMarket”.

5. Explain how an increase in the German interest rates would affect the equilibrium exchange rate.  Make sure to describe all the steps leading to the new equilibrium.

Refer to the worksheet titled “Money&ForeignMarkets”.

6. Explain how an increase in the U.S. money supply would affect the equilibrium exchange rate.  Make sure to describe all the steps leading to the new equilibrium.

7. Explain how an increase in the German money supply would affect the equilibrium exchange rate.  Make sure to describe all the steps leading to the new equilibrium.

Refer to the worksheet titled “Money&ForeignMarkets”.

8. Confirm your answer to question 6.

9. Explain how an expected depreciation of the DM would affect the equilibrium exchange rate.  Make sure to describe all the steps leading to the new equilibrium.

Refer to the worksheet titled “LongRunShortRun”.

10. What happens to the long run equilibrium interest rate and exchange rate as a result of an increase in the U.S. nominal money supply? .  Make sure to describe all the steps leading to the new equilibrium.

Please rate its difficulty.  Circle one of the numbers on the scale below
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extremely difficult

Please rate its clarity.  Circle one of the numbers on the scale below
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extremely confusing

Please suggest ways to improve the exercise set, in terms of either clarity or content.
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