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1. (30%) US-China trade war (through import restrictions) could
explode in the near future-Answer the following questions
intuitively and graphlcalfy Real anmmal) exchange rate is
defined as the amount Uffcrrelgn goods (currency) per unit of
domestic goods (currency) Assurrmng Taiwan is small compared
to China in terms of economic scale.

a. (7%) What will happen to China’s real interest rate and
USD/RMB nominal exchange rate in the short run?

b. (7%) What will happen te—China’s real interest rate and
USA/China real exch%_nge-_ﬁein the long run?

c. (8%) What will happé@ éur (Taiwan’s) real interest rate
and USD/NTD nominal exchange rate in the short run?

d. (8%) What will happen to our (Taiwan's) real interest rate

and USA/Taiwan real exchange rate in the long run?

2. (20%) Please explain theiollowng terms.
a. (5%) Monetary neut%i —
b. (5%) Structural Unemployment
c. (5%) Golden rule co@mﬁon__
d. (5%) Okun's law
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