Work for 4th Class Cycle

1. The argument about an Optimum Currency Area presumes that the loss of an independent monetary policy is a real loss. What evidence is there that monetary Policy can effect real variables and do you believe that Governments (or their Central Bank) know enough to be able to target these variable effectively.

2. Consider the 6 Criteria for an Optimum Currency Area.
Economics:

a. Labour Mobility

b. Product Diversification

c. Openness

Political:

d. Fiscal Transfers

e. Homogeneous Preferences

f. Commonality of Destiny

In the case of each think of two arguments for and against the EU (or EMU) satisfying these criteria (or in the case of (d.) why it will or will not ever see counter-cyclical fiscal transfers). 

