


The inclusion of source material in this exam is not intended as an

Development Committee. In their judgment, the material printed



4. An increase in which of the following would most

7. When the central bank sells government bonds on



8. If one-fourth of a nation's wheat crop is destroyed
by a flood in a given season, then the price of
wheat and the quantity sold will change in the
short run in which of the following ways?

11. The money demanded for the purpose of

12. Which of the following will increase the

(E) The United States selling one million tons of

(A) the number of people not working divided

(C) the number of people working part-time
hut actively seeking full-time employment
divided by the number of people in the labor



15. Crowding out is most likely to occur with which

in the short run in which of the following ways?

18. Assume that with a proportional tax system, the
government always sets the tax rate at a level that

(A) The government budget will balance every

(C) The national debt will increase in any
year the economy operates below full

21. If the international value of the United States dollar
depreciates in comparison with the Japanese yen,
which of the following is most likely to occur?
(A) United States exports to Japan will increase.
(B) The United States government will increase

(C) The United States balance-of-trade deficit

(D) United States tourists can be expected to visit

(E) Trade between the United States and Japan



23. The value of which of the following would be
included in the United States gross domestic

24. Which of the following will lead to an increase

gross domestic product, the actual unemployment

(E) the reduction in jobs due to seasonal changes

27. Which of the following would cause both the
aggregate demand and aggregate supply curves

more efficiently contact each other is most likely



30. Which of the following is most likely to be caused

31. Which of the following policy combinations could

33. Which of the following is most likely to benefit
from an appreciation in the United States dollar



likely affect nominal interest rates and bond
prices in which of the following ways in the

(B) prices of all consumer goods and services

likely to cause the short-run aggregate supply



rate were lower than expected, then which of the

(C) The real interest rate would be lower

(E) The nominal interest rate would increase.

likely to increase the long-run growth rate of

produce computers and steel using equal amounts



47. An increase in United States imports will result

(A) Increased foreign demand for United States

(C) Increased United States demand for foreign

(E) An increase in the value of the United States

on the open market, the money supply will

(B) The federal budget deficit will decrease

52. Assume that the economy is in long-run

(A) only the price level in the long run
(B) only the output level in the long run
(C) both the price level and the output level in the

(E) only the price level in the short run and only



55. Which of the following is true in the short run if
consumers buy more imported goods and fewer

(A) The trade balance moves toward deficit, and

(C) The trade balance moves toward surplus,

(D) The trade balance moves toward surplus,



58. Expansionary fiscal policy will most likely

59. If a country has a deficit in its current account,

60. Which of the following will shift the aggregate





questions. It is suggested that you spend approximately half your time on the first question and divide the

must have all axes and curves clearly labeled and must show directional changes. Use a pen with black or



(b) Draw a single correctly labeled graph and show both a short-run and a long-run Phillips curve. Identify a

open-market operation should the central bank initiate?
(d) Given your answer in part (c), what will be the effect of the central bank's open-market operation on each of





(a) Using a correctly labeled graph of aggregate demand, short-run aggregate supply, and long-run aggregate
supply, show the short-run equilibrium, labeling the equilibrium price level as PLe and the equilibrium

(b) Draw a single correctly labeled graph and show both a short-run and a long-run Phillips curve. Identify a

(d) Given your answer in part (c). what will be the effect of the central bank's open-market operation on each of

currency increase, decrease, or remain unchanged on the foreign exchange market? Explain.









(c) If the marginal propensity to save decreases, will the spending multiplier increase, decrease, or remain









(b) Which country, if either, has a comparative advantage in producing looms? Explain.
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APPENDIX - ANSWERS

Matching multiple-choice answers and free-response scoring follow.





The following contains the scoring guidelines
for the free-response questions in this exam.



One point is earned for drawing a correctly labeled graph with a downward-sloping short-run



One point is earned for calculating the spending multiplier:



One point is earned for calculating the opportunity cost:


	Section I - MCQs
	Written-response questions
	Appendix - answers and scoring

