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QUESTION 18
A negative current account implies
net foreign debt is rising
net foreign debt is falling

no conclusion can be made about net foreign debt

QUESTION 19

Assume a fixed exchange rate system and assume the Central Bank's holdings of foreign exchange reserves are
neither rising nor falling. Now there is a substantial capital inflow. This will cause the Central Bank to (buy/sell)
foreign exchange.

buy

sell

QUESTION 20

Despite having a current account deficit 1929-31, the UK defended its gold parity by maintaining high interest
rates; it followed this policy through the spring and summer of 1931

True

False
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QUESTION 21
If government saving is negative, then
the government is running a budget deficit
government debt is increasing
both aand b

none of the above

QUESTION 22

Assume a flexible exchange rate. A fall in the U.S. interest rate will cause a capital (inflow/outflow), and the
exchange rate (price of foreign exchange) will (rise/fall). Pick the correct answer.

inflow, rise
inflow, fall
outflow, rise

outflow, fall
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QUESTION 23

Latin American policy makers in the 1960-80 period were influenced by the view associated with the Economic
Commission for Latin America (ECLA) that the state should play a leading role in economic development of less-
developed countries. Mainstream economists generally believed that there is little theoretical justification for
giving the state a prominent role in development.

True

False

QUESTION 24

Most LA countries in this period followed industrialization strategies based on protection of domestic factories
even when they were not competitive internationally.

True

False

QUESTION 25

South Korea in 1981 was as heavily indebted as the LA countries and also suffered a sudden stop in the inflow of
foreign capital, but its quick devaluation and fiscal contraction enabled it to reassure foreign investors and avoid a

serious crisis.
True

False
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QUESTION 26

Assume a fixed exchange rate system. If the market-determined exchange rate is above the official exchange
rate, the Central Bank is (accumulating/losing) reserves and the monetary base is (rising/falling)

accumulating, rising
accumulating, falling

losing, rising

losing, falling

L —
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QUESTION 1

Assume a fixed exchange rate system and assume the Central Bank's holdings of foreign exchange
reserves are neither rising nor falling. Now there is a substantial capital outflow. This will cause the Central
Bank to enter the foreign exchange market and the monetary base will tend to

rise

fall

QUESTION 2
If the current account is positive, then
national saving is less than domestic investment
foreign saving is positive

none of the above
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QUESTION 3
Which of the following appears as an asset in the commercial bank's T-Account?
time deposits held by the public
loans to the public
bothaand b

none of the above

QUESTION 4

In most LA countries in this period, exports grew more slowly than GDP, so the export/GDP ratios tended to
decline.

True

False

QUESTION 5
In the United States between 1929 and 1933
the reserve/deposit ratio increased
currency/deposit ratio increased
both aand b

none of the above
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QUESTION 6 -

Assume a flexible exchange rate. A capital outflow will cause the (supply/demand) curve of foreign exchange to
shift, and the exchange rate (price of foreign exchange) will (rise/fall). Pick the correct answer.

supply, rise
supply, fall
demand, rise

demand, fall

QUESTION 7
In the United States between 1929 and 1933
the money multiplier increased

the money multiplier decreased

QUESTION 8
Which of the following appears as a liability on the Central Bank's T-Account?
currency in circulation
loans to the public
both aand b

none of the above
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QUESTION 9

In May and June of 1931 both Austria and Germany suffered bank failures and suspended convertibility of their
currencies.

True

False

QUESTION 10

In a fixed exchange rate system, if the official price of foreign currency is above the market-determined price, the
Central Bank must be (buying/selling) foreign exchange, and the monetary base will tend to (increase/decrease).

buying, increase
buying, decrease
selling, increase

selling, decrease

QUESTION 11
Which of the following appears as an asset on the commercial bank's T-Account?
reserves at Central Bank
loans to the public
both aand b

none of the above
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QUESTION 12

Canada, Australia, and New Zealand remained on the gold standard until the United States went off gold in 1934
True

False

QUESTION 13

The crisis in 1982 was widely foreseen by knowledgeable observers, even though the LA governments ignored the
warning signals.

True

False

QUESTION 14

The oil price increases in 1973-74 and 1979 enabled the LA oil producers to pay off some of their debts and
reduce their debt/GDP ratios.

True

False
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QUESTION 15
If the current account is negative, then
net foreign debt is negative
net foreign debt is increasing
bothaand b

none of the above

QUESTION 16

If GNP (Y) is less than national expenditure, then the current account is positive
True

False

QUESTION 17

As a result of adopting protectionist trade policies and generally neglecting exports, LA countries in the 1960-80
period experienced low rates of growth of GDP per capita.

True

False




