Gilles Saint-Paul

Macroeconomics III MPSE 2001-2002

TAKE HOME EXAM

To be handed on Friday, March 22, before 2:00 P.M.

You should pick up and answer ONE of these two problems.

PROBLEM 1

The models of speculative attacks against fixed exchange rate regimes that we have seen in class typically ignore the real sector. Therefore, they are silent about the real effects of such speculative attacks and about their costs and benefits. 

How would you go about constructing a model of speculative attacks with real effects (you should explain in some detail what the building blocks would be, and motivate your choices of assumptions)? What do you expect about the predictions of this model? Would the model have implications for economic policy?

PROBLEM 2

Over the last decades, one has observed an increase in inequality in many countries, including the U.S. and the U.K. Several hypotheses have been put forward in order to explain these trends:

--Effects of competition from low wage countries

--Skilled-biased technological changes

--Change in the structure of labor supply

--Change in wage-setting institutions.

In contrast, some European countries did not have such an increase in inequality. 

How would you build theoretical models in order to find out the implications of these hypotheses? What sort of predictions would you expect? What would your strategy be in order to test them empirically? Which hypotheses do you expect to be most relevant in light of you model(s) and what you know about inequality trends in the U.S. and in Europe?

