
Use your lime ellectively, working as quickly as you can without losing accuracy. Do not





Directions: Each of the questions or incomplete statements below is followed by five suggested answers or
completions. Select the one that is best in each case and then fill in the corresponding circle on the answer sheet.

the origin (bowed out) implies that as more of a

2. In the long run, government suhsidies that

widespread business applications will have which

3. Olivia volunteers full time at an animal shelter
and will not accept any offers for a paid job for

4. With an expansionary fiscal policy, what will

(A) Per capita real gross domestic product

6. The long-run Phillips curve indicates that there



automobiles. Which of the following changes will
most likely take place in the market for dollars?

(A) The short-run Phillips curve will shift to

(C) The long-run aggregate supply curve will

(D) The aggregate demand curve will shift to

(E) The demand curve for loanable funds will



14. Which of the following combinations of fiscal and monetary policy will reduce the price level?

15. All of the following may result in increases in real
same time a country's central bank sells bonds



18. If policy makers use fiscal policy to reduce

(C) The real interest rate will increase.
(D) The nominal interest rate will increase.
(E) The economy will remain at the natural

20. Assume that a nation's real gross domestic

(A) the population will grow at a faster rate in the



23. In the long run, a fully anticipated expansion of

(A) increase both the price level and real gross

(B) increase the price level and decrease the

(C) increase both the price level and the

(D) increase both the nominal gross domestic

(E) increase both the nominal and real gross

24. Which of the following policy actions will

26. Suppose countries Alphania and Betania produce
electronics and apparel using identical resources.
Which of the following is true if Alphania exports
electronics to and imports apparel from Betania



29. Which of the following will cause an increase

30. Which of the following will most likely promote

31. In the foreign exchange market, the exchange rate

(A) the price of one currency in terms of another

(C) the price of a good in ters of another good
(D) the discount that companics take when goods

(E) the quantity of a good to he traded for a unit

central bank to reduce the unemployment rate

(A) sell bonds to decrease the interest rate and

(E) buy bonds to decrease the interest rate and



34. Assume that the marginal propensity to consume

35. Which of the following results when the Federal

37. Ying has just graduated from college and is now

in income taxes, real interest rate, and investment

39. Assume that the United States central hank sells
government bonds on the open market. How will
the sale affect the value of the United States dollar

without increasing taxes, which of the following

(A) The government's budget will move into
surplus, and the national debt will fall.

(B) The government's budget will move into
surplus, and the national debt will rise.

(C) The government's budget will move into
delicil, and the national debt will fall.

(D) The government's budget will move into
deficit, and the national debt will rise.

(E) The government's budgct will move into



42. Which of the following would most likely benefit

about future income and profits, which of the
following will occur in the short run?

44. The demand curve for money shifts to the

(B) the nominal gross domestic product increases

45. An increase in both the inflation rate and the

(A) a movement along the short-run Phillips

(B) a rightward shift of the short-run Phillips

(C) a leftward shift of the short-run Phillips curve

47. In the short run, a tight monetary policy tends to

(A) a decrease in the interest rate and a decrease

(B) a decrease in the interest rate and an increase

(D) an incrcase in the interest ratc and an increase



(B) increase while the labor-force participation

(C) stay the same because the workers are still

(D) decrease while the labor-force participation

At what annual interest rate would Arthur be
indifferent to choosing between the two options?

55. If the government has increased the budget deficit
and interest rates have remained constant, which

revenue, and the central bank increases the

revenue, and the central bank keeps the

revenue, and the central bank increases the

revenue, and the central bank keeps the

56. Suppose that the real interest rate is equal to seven
percent and the expected inflation rate is currently
three percent. If an oil crisis in the Middle East
increases the expected inflation rate to four
percent, the new nominal interest rate is equal to



(B) the aggregate demand curve to the left in the
short run and the aggregate supply curve to

(E) the aggregate demand curve to the left in the

(B) lenders are better off when actual inflation

(C) borrowers are better off when actual inflation

59. Which of the following statements about intlation

(B) The hasic difference hetween cost-push and
demand-pull inflation lies in the rate at

(D) The economy's real ourpur increases when
there is demand-pull inflation and decreases

(B) The central bank sells government bonds









(b) What open market operation can the country's central bank use to move the economy toward its long run

(d) Based on the interest rate change from part (c), will each of the following increase, decrease, or remain the

(e) Assume instead that the central bank does not pursue the monetary policy action from part (b) and there was





(a) Using a correctly labeled graph of the long-run aggregate supply curve, short-run aggregate supply curve,
and aggregate demand curve, show cach of the following.

(h) What open-market operation can the country's central bank use to move the economy toward its long-run









2. The following is the balance sheet for Raymond Bank, one of many commercial banks in a country.

(b) Calculate the maximum amount of additional loans that Raymond Bank can make without selling its

(c) Assuming that Raymond Bank and other banks now lend out all excess reserves, calculate the maximum









3. Singapore and Japan are trading partners. The Japanese economy is operating at full employment, and Japan's

(b) Given your answer in part (a), will each of the following increase, decrease, or remain the same?

(d) Given your answer in part (b)(ii), will cach of the following be in deficit, surplus, or zero for Japan?
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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 stating that the natural rate of unemployment will remain





that Japan's tinancial (capital) account balance will be in surplus.
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