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GENERAL INSTRUCTIONS: 

This is a 2-hour (120 min) field exam. There are 3 questions in total. You need to answer any 2 of 
the 3 questions. Question 1 corresponds to course 280A, Question 2 corresponds to course 280C 
and Question 3 corresponds to course 280D. Each question is worth 30 points for a total of 60 
points. 

 

Question 1 for 280A (Faber and Rodriguez-Clare) 

Part 1 (Rodriguez-Clare) (15 points) 

 

Part 2 (Faber) (15 points) 

Answer the following three questions in reference to Atkin, Faber and Gonzalez-Navarro (2018) 
“Retail Globalization and Household Welfare”:  

(i) Describe the welfare measure and its components that the paper uses to quantify the 
household gains from foreign supermarket entry.  

(ii) How do they estimate the “Direct Price Index Effect” of foreign retail entry?  

(iii) Discuss two different theoretical channels that could give rise to what the authors refer to as 
the “pro-competitive price index effect”. 



Question 2 for 280C (Obstfeld) (30 points) 

Discuss one implication of imperfect asset substitutability for central bank policy in open 
economies, and explain why you think it is important.  

(a) Write down an explicit model, based on utility maximization and risk aversion, in 
which bonds denominated in different currencies are imperfect substitutes.  
 

(b) What does the model imply about the relation between the uncovered interest 
differential and currency risk? 
 

(c) Can you think of other factors besides the riskiness of exchange rate fluctuations that 
might make countries’ bonds imperfect substitutes? 
 

(d) Can models with risk-neutral agents yield similar implications about intervention as 
ones with imperfect substitution due to risk aversion? Explain your answer, with 
reference to a specific model. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Question 3 for 280 D (Gaubert and Tsivanidis) (30 points) 

Part 1 (Gaubert) (15 points) 

 

 

 

 

 

 

 



Part 2 (Tsivanidis) (15 points) 

 


