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STUDENT ID

Quiz 3: Forex market
Semester 2/2018

Date: Feb, 22" 2018.

Question 1 a5 points) Suppose the balance of payments is now equal to zero at a given level of
equilibrium exchange rate (e*). Both Euro and Japanese economy are expected to fully recover
from the recession, and regain its long-term growth momentum. Answer the following

guestions. f

1.1 (8 points) Under the flexible exchange rate regime, do you think what would happen to
the value of Thai baht? Provide some economic intuitions and link your analysis to the

demand and supply diagram.

1.2 (7 points) Discuss about the intervention process required if the authority would want to
keep the exchange rate at the original level (e*). Link your analysis to the demand and

supply diagram
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