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QUESTION 1 1 point
In the Keynesian Cross graph,
the planned expenditure line shifts down if taxes go up
the slope of the planned expenditure line is 1/MPC, where MPC is the marginal propensity to consume
both aand b

none of the above

QUESTION 2 1 point

In the Keynesian Cross graph, let the consumption function be C = 300+0.8(Y-T). The investment multiplier
is
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QUESTION 3 1

Suppose we let taxation T be a positive function of income Y. Would this make the multiplier larger or
smaller?

larger

smaller

QUESTION 4 1)
Which of the following shifts the planned expenditure line upward?
an increase in taxes
a decrease in investment
an increase in the trade surplus

all of the above

QUESTION 5 1)

Suppose we let imports be a positive function of Y. That would make the multiplier

larger

smaller




image3.jpeg
QUESTION 6 1 poi
An increase in income
shifts the demand for money curve to the right, which causes the interest rate to rise

shifts the vertical money supply line to the left, which causes the interest rate to rise

QUESTION 7 1 pol

In the market for Treasury bonds (with long maturities) some of these bonds are held by foreign investors.
Suppose some of these investors decide to sell their bonds. This causes the interest rate on Treasury bonds
to

rise

fall

QUESTION 8 1 pol

When the Federal Reserve buys Treasury bills in the open market, this causes the interest rate on these bills
to

rise

fall
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QUESTION 9

You are planning to buy a Treasury bill that will mature in three months at a value of $100. The market price
of the bill is $94. You wait for a couple of days and find that now you would have to pay $95 for the bill. Has
the interest rate gone up or down?

up

down

QUESTION 10
In the liquidity preference graph, an increase in real income Y causes
the demand for money curve to shift to the right and the interest rate to rise
the demand for money curve to shift to the left and the interest rate to rise
the money supply line to shift to the right and the interest rate to fall

the money supply line to shift to the right and the interest rate to rise

QUESTION 11

If at a given income level people decide they want to hold more money balances, the LM curve shifts
up

down
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QUESTION 12

If the Federal Reserve increases the money supply, the LM curve shifts
up

down




