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Please answer two of the three following questions! 
A maximum of 60 points can be received 
You have 60 minutes to answer the questions 
 

Question 1: Euro-Crisis (30 credits) 

a. Explain the vicious circle of Banking-, sovereign debt- and macroeconomic crises, in 

which many countries of the Eurozone have been caught. Please discuss also if and how 

the European Central Bank has been able to interrupt this circle with the 

announcements it made in summer 2012.  (18 credits) 

b. In how far could Spain improve its current situation by leaving the euro zone?              

Which problems would result from this step? (12 credits)  

Question 2: Theory of optimum currency areas (30 credits) 

Please highlight your answers to questions a), b) and c) with the appropriate graphs: 

a. Explain the costs of a monetary union in the framework of Mundell’s theory of optimum 

currency areas. (10 credits) 

b. Migration is a hot topic in German politics at the moment. Please explain the role of 

migration for the functioning of a monetary union. (8 credits)  

c. Which alternative solutions do you know for dealing with asymmetric shocks within a 

monetary union? (6 credits) 

d. Which effects did the German wage moderation between 2000 and 2007 exert on the 

monetary policy of the Eurozone? Please base your answer on the BMW-model, which 

you know from the lecture. (You do not need to deploy charts for the answer to this 

question.) (6 credits) 

 

Question 3: Entry into the Monetary Union (30 credits) 

At the beginning of this year Latvia became a member of the European Monetary Union (EMU). 

a. Which criteria did Latvia have to fulfill in order to qualify for the EMU? (18 credits)  

b. Despite of the euro crisis the government of Latvia was convinced that being a member 

of the EMU is beneficial for the country. Please explain the advantages of the EMU 

membership for a small open economy like Latvia. (12 Punkte)   


