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http://www.ecb.int/stats/eurofxref/eurofxref-hist.zip

Exchange rate USD/EUR (4 Jan 1999 — 7 Mar 2016)
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http://www.ecb.int/stats/eurofxref/eurofxref-hist.zip

Exchange rate USD/EUR (4 Jan 1999 — 7 Mar 2016)
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Exchange rate GBP/EUR (4 Jan 1999 — 7 Mar 2016)

http://www.ecb.int/stats/eurofxref/eurofxref-hist.zip

910¢/20/%0
- S10¢/60/v0
- ST0Z/¥0/v0
- ¥102/TT/¥0
- ¥102/90/%0
- ¥10¢/10/v0
- €10¢/80/v0
- €102/€0/¥0
- ¢102/0T/%0
- ¢102/S0/v0
- 1102/21/%0
- 110¢/L0/v0
- 1102/20/%0
- 010¢/60/v0
- 0T0Z/¥0/v0
- 6002/TT/¥0
- 6002/90/70
- 600¢/10/v0
- 800¢/80/v0

800¢/€0/t0

£00Z/0T/¥0

£002/S0/¥0
900¢/¢1/¥0

900¢/£0/%0

900¢/20/t0

500¢/60/%0

S00Z/0/¥0

¥00¢/TT/t0

¥002/90/+0
¥00¢/10/t0

€002/80/%0

€002/€0/%0

700z/0T/%0

7002/50/v0

100¢/CT/%0

1002/L0/%0
100¢/20/%0

000¢/60/t0

000Z/¥0/¥0

666T/TT/¥0

6661/90/¥0

0,975

0,95

0,925

0,9

0,875

0,85

0,825

0,8

0,775

0,75

0,725

0,7

0,675 -

0,65

0,625
0,6

0,575

6661/10/¥0

0,55

29 March 2016



_ 9102/20/%0

S10Z/60/¥0
ST0Z/0/¥0

¥T0Z/TT/10

¥102/90/v0

¥102/10/%0

€102/80/%0

: €T02/€0/%0

M. ¢102/0T/%0

Z102/50/%0

1102/CT/%0

1102/L0/%0

1102/20/%0

010Z/60/¥0

0T0Z/¥0/¥0

600Z/1T/¥0

6002/90/t0

m 600¢/10/%0

==
800¢/80/%0

|

800¢/€0/¥0
£00Z/0T/¥0

M £002/S0/%0
900¢/2T/¥0

900¢/L0/¥0
900¢/20/v0

S002/60/¥0

S00Z/0/¥0

¥00¢/TT/t0
¥00¢/90/t0

¥00¢/10/%0

€002/80/¥0

€002/€0/¥0

700z/01/%0

7002/50/v0

100Z/T1/¥0
.mv 1002/L0/%0

1002/20/¥0

- 0002/60/%0

000Z/¥0/¥0

ey 666T/1T/¥0

6661/90/¥0

165 7 Exchange rate JPY/EUR (4 Jan 1999 — 7 Mar 2016)

170
160
155

666T/10/¥0

150
145
140
135
130
125
120
115
110
105
100

95

90

29 March 2016



=)

http://www.ecb.int/stats/ 1
eurofxref/eurofxref-hist.zip
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http://www.ecb.int/stats/eurofxref/eurofxref-hist.zip

90 - Exchange rate RUB/EUR (1 Apr 2005 — 7 Mar 2016)
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Venezuelan Bolivar
VEF por 1 EUR http://www.xe.com/es/currencycharts/?from=EUR&to=VEF

7 Mar 2015 00:00 UTC - 7 Mar 2016 16:53 UTC
EUR/VEF close:6.95282 low:6.61654 high:7.36665
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Spatial arbitrage

€] ——> $3 ——> €15
t t

€ are sold $ are sold

3/€

New York London
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Triangular arbitrage

€] —m——> 2 ——> ¥4 ———> €15

t t t
€ are sold $ are sold ¥ are sold = € are bought
$/€4 \ ¥/$ 4 \ ¥/€4
_____ Y
, "
Dy
$
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Exchange rate regimes

Flexible or tloating exchange rate

Fixed exchange rate: revaluation / devaluation

Managed float

CB intervention in the currency market

Anatomy of a
speculative attacks

typical

currency

Crisis

and
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Intervention in the currency market
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Currency crisis
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Trilemmas

e Impossible trinity: you can only have two of

= fixed exchange rate
* independent monetary policy
= unrestricted international mobility of capital

e Rodrik’s trilemma: you can only have two of

* domestic democracy
* independent domestic policy (sovereign state)
= hyperglobalization

29 March 2016



Trilemmas

29 March 2016
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Real exchange rate

Defined as e, =€ —

Competitiveness / real appreciation & depreciation

Purchasing power parity exchange rate

Pk
€ppp — )

Commercial arbitrage and PPP

The Big Mac index

29 March 2016



Commercial arbitrage

US textbook market EU textbook market currency market

$/textbook € /textbook $/€

100

textbooks

_Le-p

‘L‘L @ =Americans buy textbooks in US @ = sell themin EU ®= and convert€into $
T @ =Furopeans convert € into $ @ = buyv textbooks in US ® = and sell them in EU

L ik
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More parities

* Relative purchasing power parity (PPP = relative PPP)

e=nt — 1

* Uncovered interest rate parity

5 €

é *

~ " — 1

[
@] lend €1 at home —lﬁ €(1+10)
I
|
[

N lend €1 abroad == exchange for $¢ == $(1 + i*)-e == €(1 + i¥) - =
ee

time t time t + 1
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I The Big Mac index

nomist.com

Local currency under(-)/over(+) valuation
against the dollar, %

July 2014 I January 2015 Big Mac price*, $

7550825 0F 2585 O 5

Switzerland I 7.54
Norway I 6.30
Denmark I 5.38
Brazil I 5.21
Urited, :
Canada I 4.64
Britain 1 537
Australia I 4.32
Euro area* ' 4.26
Philippines I 3.67
Japan I 3.14
Thailand I 3.04
Chinas I 2.77
India** I 1.89
Russia I 1.36
Ukraine I 1.20

* At market exchange rates (Jan 21st 2015) fAverage of
four cities *Weighted average of member countries
SAverage of five cities **Maharaja Mac

Sources: McDonald’s; The Economist

29 March 2016



January 2016
-100

Switzerland
Sweden
Norway

United States
Denmark
Israel

Britain
Canada
Costa Rica
Euro area
New Zealand
Australia
Uruguay
South Korea
UAE

Turkey
Brazil
Singapore
Saudi Arabia
Japan
Thailand
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http://www.economist.com/content/big-mac-index/
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