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Wrong answers will be penalized.

I. Rename this file with your first and last name.

II. Only the answers on this word file will be graded.

III. Write your first and last name to the footer.

IV. Save the file on your computer (temporary directory of your computer)

V. Try to save/re-save this file often.

VI. Do not forget to upload this word document to the system.

Write your name here: 
________________

Answer ONLY one of the following questions
1. Consider the data set on mid_ii_q1. Where the label of the variables should be self explanatory.  Model export or trade balance such that 

a. What affect exports (or trade balance)?

b. How long these effects last?

c. Do they make sense? 
d. ANY POLICY RECOMENDATATIONS!
While answering your question

a. Specify your assumptions (do you use levels, log levels or log first differences; lag orders; order of the variables in the system, etc.)

b. Defend your VAR model

c. Defend your answers

d. Justify your conclusion.

2. Consider prices between 1545 1913. Model the inflation with an ARCH type of model.
a. Is your model adequate?
b. What do you observe (leverage effect/ARCH-in-mean effect etc.)?  
c. Do they make sense? 
d. ANY POLICY RECOMENDATATIONS!
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Name: Write your name here.

