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) a.U.S. Treasury deposits.
) b.loans to member banks
) c. checkable deposits

) d.Federal Reserve notes
) e.certficates of deposit
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Exhibit 111
Potertial Output
Pricelevel RS o
100

= A(X
\r -
I Real GDP

500 000

In an economy characterized by the aggregate demand curve AD and the short-run aggregate supply curve SRASso in Exhibit 11-1, what
would be the short-run equiibrium level of real GDP and the price level?

2.5300 and 40
b.5300 and 50
©.$500 and 20
0.5300 and 20
©.5500 and 50
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Problems with the federal govermment budget process include

O . continuing resolutions that force Congress to face tough budgetary decisions in a timely manner
O b.an overly detailed budget that allows Congress to reward friends, thereby discouraging restraint on spending

O c- Congress having to make tough choices each year on which entitiement programs, if any, will eceive full support and how much partial
support all others will receive

O d.a speedy process that causes errors that are expensive to correct
O e the constitutional requirement that Congress balance the budget on an annual basis

The current account records

O a.only netincome earned by U.S. residents from foreign assets

O b.current flows of imports and exports of goods and services, net income earned by U.S. residents from foreign assets, and net transfer
payments.

O c-current flows of imports and exports of goods only

O d.only current flows of imports and exports of goods and services and net transfer payments

O e.last year's flows of funds into and out of the country
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Exchange is necessary in an economy if

O a.labor is specialized
O b-outputis to be consumed
O c- families are seff-sufficient
O d.outputis to be produced

O e.individuals are seff-sufficient

Question 16 2points | Save Answer

Which of the following is true concerning the impact of tariffs and quotas?

O a Tariffs reduce consumer and producer surplus whereas quotas reduce domestic consumer surplus and increase domestic producer
surplus.
O b.Both tariffs and quotas increase the quantity demanded.

O ¢ The potential welfare loss is greater with tariffs than quotas.
O d.Tariffs raise the price of a good but quotas do not.

O . The revenue resulting from a tariff goes to the government whereas the revenue resulting from a quota goes to whoever is awarded the
right to sell the product
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‘Open-market operations involve

O a.any monetary policy actions.
O b.the Fed's purchase and sale of govemment securities
O c clearing checks

O d.lending money to member banks

O e.accepting deposits from member banks

Question 18 2points | Save Answer

The largest component of the Federal Reserve's liabilities

the form of

O a.coins
O b.bank deposits

O c.US. Treasury deposits.
O d.govemment securities.
O e Federal Reserve notes
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Question 19 2points | Save Answer

Anincrease in the U.S. demand for foreign exchange will

!

O a.increase the value of the U.S. dollar
O b.decrease the price of foreign exchange

O c. make foreign goods less expensive in U.S. dollars

O d.decrease the value of the U.S. dollar

© e.make U.S. goods more expensive in foreign exchange

!

Question 20 2points | Save Answer

Ifthe Fed wanted to stimulate the economy, it might

O a.sell bonds to lower the money supply
O b.raise the discount rate to increase the money supply

O c.increase the required reserve ratio to lower the money supply
O d.lower the discount rate to increase the money supply

O e-buy bonds to lower the money supply
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2points | Save Answer

When spending by the federal government exceeds net taxes,

O aaggregate supply moves leftward
O b-the aggregate demand curve shifts leftward
O c-the price level tends to rise

O d-there is a federal budget surplus

O e-the money supply must fall

2points  Save Answer

!

The value of money is determined by

O apeople’s beliefthat it is worth something
O b.its ability to function as a unit of account

O c-the amount of precious metal that the goverment holds to back the money
O d.the money’s market value s a commodity

O e-the rate of interest, which is the price paid to borrow money.
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Fiscal policy focuses on manipulating

O aaggregate demand to smooth out business fluctuations
O b.short-run aggregate supply to stimulate the economy and aggregate demand to contract it
O c-aggregate supply to smooth out business fluctuations

O d.both aggregate supply and aggregate demand to smooth out business fluctuations

O e.aggregate demand to stimulate the economy and aggregate supply to contract it

2points | Save Answer

!

According to the natural rate hypothesis, unemployment can

O abe maintained below the natural rate only at the cost of ever-increasing inflation
O b.never be maintained below the natural rate:

O c-be maintained below the natural rate while maintaining a constant low inflation rate:

O d.be maintained below the natural rate only at the cost of ever-increasing federal budget deficits
O e.be maintained below the natural rate only at the cost of higher taxes
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In the aggregate demand-aggregate supply model, a decrease i

the money supply will cause a short-run

O a.increase in both the price level and real GDP
O b.decrease in both the price level and real GDP.

O c.increase in real GDP and a decrease in the price level
O d.increase in the price level only

O e.decrease in real GDP and an increase in the price level
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By how much would govemment purchases have to change i the govemment wanted to increase income by $1.000 and the MPC were
09?7

©a.51.000
O b.5900

O c.510,00019
©d.5100

© 510,000

2points | Save Answer

!

Of the following, which is not included in the narrowest definition of money, M1

O atraveler's checks
O b.currency in the hands of the nonbank public
O c-coins in the hands of the nonbank public

© d.gold and silver

O e.checkable deposits
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The difference between the classi

| approach and the Keynesian approach to fiscal policy is

O a.both the classical economists and Keynesians were equally distrustful of govemment intervention in the economy

O b.Keynesians believe that it may be necessary that government increase aggregate demand so as to stimulate output and employment, if
the economy s to achieve its potential output

O c- classical economists believe that the economy would not achieve its potential GDP but that any action of the government would make
matters worse

O d.Keynesians believe that natural forces in the economy would tend toward full employment

O eKeynesians believe that natural forces in the economy would not tend toward full employment, but they were distrustful of govemment's
abilty to stimulate the economy

2points | Save Answer

Atemporary tax cut would not be effective in stimulating aggregate demant

O athe economy were in a contractionary gap
O b.people based consumption decisions on their level of permanent income
O cthe tax cut were large

O d.the short-run aggregate supply curve were relatively flat

O e the MPC were relatively high
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Predatory dumping is the practice of

O a rejecting imports
O b.temporarily selling a good in another country for a price lower than the domestic price to drive out competing producers
O c persistently selling a good in another country for a price lower than the domestic price

O d.persistently selling a good in another country for a price lower than the world price

O e temporarily selling a good in another country for a price lower than the world price to drive out competing producers

‘The main source of profi for financial institutions is

O athe fees charged for holding and servicing checking accounts.
O b-the difference between interest paid on deposits and interest received on loans.

O cthe difference between the cost of creating new money and the interest paid on loans
O d.their ownership of stocks in commercial corporations

O e-their ownership of real assets received in foreclosures on loans to households
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If on Tuesday you can buy 125 yen per U.S. dollar and on Wednesday you can buy 120 yen per U.S. dollar,

(O aboth the U.S. dollar and the yen have depreciated
O b-the yen has appreciated and the U.S. dollar has remained constant
O c-both the U.S. dollar and the yen have appreciated

O d.the US. dollar has appreciated and the yen has depre
(O e.the U.S. dollar has depreciated and the yen has appre

Question 8 2points | Save Answer

Which of the following is ot thought to have contributed to the Great Depression?

O abanks selling corporate stocks and bonds.
O b.bank holiday

O c-lack of bank liquidity

O d.interest rate competition

O e-fears about the safety of deposits
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Foreign exchange means

O a domestic currency held to finance intemational trade
O b-foreign currency

O c-changing dollars into foreign currency

O d.trade between individuals in different countries

O e trade between governments

Question 10 2points | Save Answer

Ifthe money supply is S600, the price level is $2, and real GDP is $300, what is velocity?

oa1t
Ob.1,200
O ¢ 300
©d.150
O 600




