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International Economics

Please select and answer four (4) of the following questions:

1.

2.

Explain how the Gravity Model of Trade affects global trade

What is comparative advantage? Use a real world example to explain this theory

Donald Trump has said that he would like to use tariffs to reduce America’s trade and fiscal deficits. Describe
how Tariffs might affect the American economy.

How does attracting Foreign Direct Investment (FDI) affect development in developing countries? What are the
merits and demerits?

Explain the concept of Global Value Chains and how developing countries should approach trade as they gain
knowledge.

What is import substitution? Under what conditions might it be useful or harmful for a developing country?
Explain about purchasing power parity theory and the law of one price. How does it affect foreign exchange
rates?

What was the Bretton Woods Agreement and how did it change with the Nixon Shock in 1973?

What are the advantages and disadvantages of using a fixed exchange regime compared to a floating-exchange

rate regime?

10.Please explain about one (1) of the following crises: 1997 Asian Financial Crisis, 2009 European Sovereign Debt

Crisis, 2007-8 Global Financial Crisis



This entrance exam is intended to assess whether a student can describe their field of

research in English. Perfect grammar is not required, but the underlying International

Economics principle should be communicated clearly.

Exam takers are not expected to be able to communicate in English about all aspects of

International Economics in English, but rather their own narrower field within

International economics. As such, choice is available in the questions they can answer.

1. Gravity model

A function of the size and distance of the trading partner

The size is generally regarded as the GDP of the trading partner, but may
also involve military or political strength

The distance is not only the physical distance as measured in km, but also

cultural, linguistic, and legal distances as identified by Hofstede

2. Comparative Advantage

a. The idea that specialization can lead to more output. L.e. not diving the pie
in a different way, but expanding the pie.

b. Important to identify a specific example: Mexico producing avocados and
New Zealand producing butter, for example

3. Tarriffs

a. Tariffs lead to inflation

b. Tariffs are generally paid for by the domestic consumers of the country
imposing the tariffs

c. Tariffs are generally regarded to be growth reducing

4. FDI



a.

5. GVC

Attracting FDI is largely regarded as a positive outcome for developing
nations because of increased economic activity and technology transfer
Foreign firms employ domestic workers, providing jobs

Those domestic workers working at foreign firms gain not only salary but
also the knowledge of how that firm makes its products. This is considered
an effective method of technology transfer. Poland is a current example of

the success of this.

Participation in GVCs allows developing nations to join the modern
economy. If the products produced in a developing country cannot be sold
abroad, this is a signal that the domestic industry is not competitive.
Developing countries should seek to move up the value chain to maximize
the captured value of the industries they participate in.

Producing simple products adds much less value to a country than

producing complicated products, in general.

6. Import substitution

a.

7. PPP

The practice of producing domestically what is already being produced
abroad.

While effective at increasing employment in the short-run, in the long run
it usually leads to uncompetitive and inefficient domestic industries.
Automakers behind the iron curtain before the fall of the Berlin Wall are an

example of this.

A Big Mac has the exact same ingredients in every country in which it is
sold. Therefore it should have the same price.
(Big Mac price in country A) divided by (Big Mac price in country B) is

the implied foreign exchange rate between countries A and B



c. In the medium to long run, the implied foreign currency exchange rate and

the implied foreign exchange rate should converge.
8. Bretton Woods

a. The nations of the world desired to avoid some of the economic shocks that
helped lead to the onset of global conflict

b. Held in Bretton Woods New York, the leaders of the countries agreed to
make the US Dollar the global reserve currency and fix their currencies to
the dollar.

c. In turn the US agreed to exchange a fixed amount of gold for each dollar it
was given.

9. Fix versus floating exchange rate regimes

a. In both cases, a free flow of capital OR a sovereign monetary policy are
possible, but only in the case of a floating rate regime are both possible.

b. Fixed rate regimes save on foreign exchange costs, thus improving trade
conditions. Floating regimes allow for a fee flow of capital and sovereign
monetary policy.

c. Within the Euro and trade between Euro and non-Euro are good examples

10. Crises
a. 1997 AFC
i. Mismatch between cash outflow (debt repayment) and inflow
(infrastructure dividend) in terms of both currency and term
ii. Countries involved and outcomes
b. 2009 Euro Debt Crisis
1. Misevaluation of PIGS credit spreads led to over borrowing and
inability to repay debts
ii. Crisis onset helped by the Lehman shock and focus on sovereign
debt after the WFC
c. 2008/9 WFC



L.

11.

MBS demand led to over lending and creation of new financial
products that were irrationally rated by Moody’s etc.

Market participants thought that they were insured, except almost
all were back by the same insurer AIG, who was selling unregulated

insurance multiple times the value of its own assets
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President-elect Donald Trump said Tuesday he would seek to have a policy of having no wind farms constructed during his second term,
threatening billions of dollars in planned wind projects.

“We are going to have a policy where no windmills are being built,” Trump said during a lengthy tirade against wind power during a press
conference at his Mar-a-Lago resort in Florida.

Trump, who has vowed a first day executive order targeting wind farms, has long made no secret his disdain for the energy source. But
his remarks Tuesday represented the sharpest threat yet from the incoming president.

As president, Trump will have broad authority over the approval of multi-billion dollar projects being planned off the US coast as well as
wind farms proposed for large swaths of federal land.

Trump criticized the renewable energy source as being too expensive and harmful to the environment and whales. Trump in particular
singled out a 200 wind turbine project planned off the coast of New Jersey, an apparent reference to a project being developed by EDF
Renewables Inc. and Shell PLC. Other companies whose wind projects could be under threat include Avangrid Inc., Orsted AS, and
Invenergy LLC.

“They litter our country,” Trump said. “Nobody wants them and they are very expensive.”

Trump, who has fought against a wind project within view of his golf course in Aberdeen, Scotland, has long decried the energy source,
and has even falsely claimed wind turbines cause cancer. Backers of the clean energy source said Trump’s anti-wind policy would raise
electricity costs and take away an American source of power.

“Trump is against wind energy because he doesn’t understand our country’s energy needs and dislikes the sight of turbines near his
private country clubs,” said Senator Ron Wyden, an Oregon Democrat. “He is completely out of touch.”



1 77 IRBNRASIFEEIT ORISR T 2B 250 e &vy, (25 52

Explain why Trump is against building wind farms.

M2 UATFVER#EEDOBEZXL, NI UTRAOHHEE LDRE Y, (25 )

Summarize Senator Wyden’ views and criticism on Trump.
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Economic White Paper 2024(Annual Repot on the Japanese Economy and Public Finance)

Chapter 2. Overcoming Growth Constraints Due to Labor Shortages

Labor shortages in corporations reached a record high level, with the increase in career-changers and the fiercer competition for talent. Corporations
strengthen wage hikes and labor-saving investment against labor shortages.

Labor-saving investment contributes to improved labor productivity.

Job opening to application ratios are higher for construction workers and caregivers amid the labor shortage, while the ratio is 0.4 for clerical
workers .

Reskilling is increasingly important since clerical worker’s jobs are potentially substituted by Al.

Foreign workers have increased, accounting for 3.4% of total employees. The wage gap with Japanese workers is reduced to 7% by controlling various
attributes. Wages of skilled workers living in Japan for a long period is higher than those of Japanese counterparts.

Chapter 3. Utilizing Assets Toward an Enriched Socio-Economy
Labor participation rates of the elderly in Japan, both male and female, stand out among the major advanced economies .

People willing to work beyond 65 are increasing . It is essential to inform people of how not adjusting employment affects lifetime income and to
review various systems.

The ratio of companies that set the wage level after mandatory retirement age (teinen) above 80% of the pre-retirement wage increased to around
40%.



M1 AFARERYBZD FRICOWTHRIILAR S, (25 4)

Q1 Explain how Japanese companies try to overcome labor shortages.

M2 AAROEERETEORILRIUSOWDTHI Laswv, (25 /)

Q2 Explain the situation of employment of the elderly in Japan.



DT EEERABRA AR — gk GE=R) AARE MEOIR O HERN

f1:

FIVTRIEPNTHORNHKEE~DRIEE R L CTE 2, ix, BAAFKEITT R 2020 0EE, BRES
XY TICAFELETFIRT 5,

EAFEEIKE O mEl ZEA, FFEICHEZ LT 2, BN 2 - v BB EE T L v ) §RE
b o,

]2 :

PO VTRPKEOZANF —FHEHEL T ki, BOA Y Y =2 7 7D IXICES £ —
YRR ZZDOR T, AT ALF - L TnT, BRICE > Tuan,

fiilje 2

1 e

kS oK, & i e BIekE 0@,
HHEWEGO ALIc X 2BV ZAFY v 7

AME N 55 817 o JE YLK

]2 :

HA DG 13, FEEER R CTHL L SIS MERE <, 65 iz Tl < Eik % Fio s
BV

EFEROSIRENE OERKEICOWTIE, EFFO 8FIUA L 32 BESINL CTH Y, BlfE, B
D) 40% %z HD T3,

HEE
HAGEE D Fifre ) 2 3l % .



