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In Exhibit 17-5, with a tariff of $0.50 per unit and a world price of $1.00,

2.50 units will be exported
b.50 units will be imported
25 units will be imported
.25 units will be exported
.10 units will be exported
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The equation of exchange

O astates that money supply times velocity equals real GDP
O b.states that total spending equals real GDP

O c.is an identity, not a theory

O d.becomes the quantity theory of money on the assumption that the price levelis always constant
O e-states that the price level imes velocity equals GDP divided by the interest rate

Question 36 2points | Save Answer

The time it takes for a new policy to register its full impact on the economy after it has been putin force is known as the

O a.decision-making lag
O b.implementation lag
O c activity lag

O d.recognition lag

O e.effectiveness lag
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2points | Save Answer

Under a gold standard,

O a.a nation's central bank or monetary authority has absolute control over its money supply
O b.new discoveries of gold have no effect on money supply or prices

O cprices are constant (there is no inflation and no deflation)

O d.allinternational transactions are financed with gold

O e.a nation's currency can be traded for gold at a fixed rate

Question 38 2points | Save Answer

Banks eam a profit on the difference between

!

O ainterest charged on loans and interest paid on deposits
O bliabilities and deposits

O c-deposit and loan balances

O d.interest charged to depositors and interest offered to borrowers
O e.dividends and interest
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The statistical discrepancy in the balance of payments

O a.is always zero
O bis either positive, negative, or zero
O ¢ s always positive

O d.is always negative

O e.is indeterminate

Question 40 2points | Save Answer

‘The distinction between discretionary fiscal policy and the use of automatic stabilizers is that

O a.only discretionary fiscal policy can stimulate the economy
© b.only automatic stabilizers can stimulate the economy

O c. discretionary fiscal policy, once adopted, is buit into the structure of the economy
O d.only discretionary fiscal policy can be used by the federal govemment

O e.automatic stabilizers, once adopted, are buit into the structure of the economy
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One way of expressing the meaning of the short-run Phillips curve is to say that

O athe cost of reducing inflation is lower unemployment
O b.aggregate supply and aggregate demand will always be equal at the potential output level

O c-the cost of reducing unemployment s higher inflation

O d.the best economic policy is one that attempts to make the rate of inflation equal to the rate of unemployment
O e.nothing but good comes from reducing unemployment
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Ifthe economy pictured in Exhibit 15-5 i

librium where AD = SRAS, then i

in equil

a.is operating at less than the economy’s potential level of output
b.will experience an increase in the price level f no government action is taken
<. will experience a stable price level if no government action s taken

d.is experiencing a contractionary gap

&.is operating at the potential level of output
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According to the rational expectations school,

O a.people form expectations, in part, by considering the probable future actions of government policy makers
O b.people do not consider liely government policies when forming expectations, choosing to remain rationally ignorant
O c.changes in the expected price level shift the aggregate demand curve

O d.0n average people have very litie idea of what to expect from govemment policy makers

O e.people form expectations by focusing only on the private sector

Question 44 2points | Save Answer

If real output and velocity are stable and predictable, then the equation of exchange can be used to derive a simple relationship between

O athe money supply and the interest rate
O b-the money supply and the price level

O c-the money supply and the foreign exchange rate
O d.velocity and real GDP.

O e.velocity and nominal GDP
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Question 45 2points | Save Answer

Fractional reserve banking occurs when

O asome depositors lose their deposits through poor bank management
O b.some lenders fail o repay their loans.

O c.a bank has reserves that are equal to its deposits.

O d.a bank has reserves that exceed its deposits

O e.a bank has reserves that are less than its deposits
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Question 46 2points | Save Answer

Exhibit 15-3
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15-3, how could the Fed return the economy to potential output?

O a.increase the money supply
O b.decrease taxes

O c- decrease government spending
O d.decrease the money supply

O e.increase taxes
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Question 47 2points | Save Answer

Ifthere are no trade restrictions, a country will import a particular good if

O athere is excess domestic quantity demanded at the world price
© b.domestic quantity supplied equals domestic quantity demanded at the world price

O c- domestic quantity supplied is greater than domestic quantity demanded at the world price
© d.world quantity supplied is greater than world quantity demanded

© e.world quantity supplied is less than world quantity demanded

Question 48 2points | Save Answer

A government receives seigniorage whenever it

O a.uses silver to buy gold from people, or vice versa
O b-sells gold to people for money

© c.mints coins whose face value is greater than the value of the resources used up in producing the money
O d.uses money to buy goods and services

O e-sells goods and services it produces for money
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Mary Green takes a summer course in London, England. She doesn't buy British pounds at the U_S. airport, where the rate is 1 pound
$1.60. Upon arrival in London, she finds that she can buy pounds for §1.65 each. Which of the following is true?

O aThe pounds were more expensive in London because a currency is always most valued in its home country.
O b.Green would have been better off i she had bought pounds in the United States where U.S. dollars were cheaper.
O ¢ Green would have been better off i she had bought pounds in the United States where pounds were less expensive.
O d.The pounds were more expensive in the United States because they are less available there.

O e It doesn't matter where she buys the pounds, since she can't use U.S. money anyway once she’s in England

‘The United States is a net importer of capital. This means

© a.only that U.S. citizens own foreign assets
O b-that citizens of other countries are buying more U.S. assets than U.S. citizens are buying foreign assets
O ceither that U.S. citizens own foreign assets or that foreign citizens own U S. assets

O d.only that foreign citizens own U.S. assets

O e.that U.S. citizens own more foreign assets than foreigners own U S. assets
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Question 26 2points | Save Answer

Which component of aggregate expenditure is most subject to crowding out?

O a.saving
O b.govemment purchases of goods and services
O c.investment spending

© d.US. imports

O e.consumption expenditures

2points | Save Answer

Ifthe required reserve ratio is 20 percent and the Fed buys a $10,000 security from a depository institution that currently has no excess
reserves, what happens to the money supply, using the simple multiplier?

!

O a.Nothing
O b.Itincreases by $50,000
O c It decreases by $5.000
O d ltincreases by $5,000.
O e It decreases by $50,000.
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Question 28 2points | Save Answer
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According to those who favor an active approach to policy, how can the economy shown in Exhibit 16-1 attain eq
output?

O a Aggregate demand should be decreased.
O b. The SRAS curve will shiftto the left.

O ¢ The SRAS curve will shiftto the right.

O d.Either the money supply or government spending should be decreased
O e.Either the money supply or government spending should be increased
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In Exhibit 17-5, if the world price of a baseball is $3 and a tariff of $1 per baseball is imposed in the United States, how much tariff
revenue will the United States government collect?

2.524,000
b.520,000
516,000
4.548,000
54,000
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Question 30 2points | Save Answer

If checking deposits increase by $6,000 after all rounds of the money-creation process when the Fed buys $1.200 worth of U S
‘government securities, the maximum value of the required reserve ratio is
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IfU.S. monetary authorities want to strengthen the dollar, they will

O asell dollars in the foreign exchange market
O b.declare the dollar devalued

O c-buy dollars in the foreign exchange market

O d.sell dollars and buy only Euros in the foreign exchange market

O e.encourage other central bankers to sel dollars in the foreign exchange market
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The Budget of the United States Governmentis officially submitted by

O a.the President to the Congress and contains proposals for tax increases
O b.the Congress to the President and contains proposals for tax increases
O c-the President to the Congress and itis reviewed by the Supreme Court
O d.the Congress to the President and contains proposals for govemment expenditures.
O e-the President to the Congress and contains proposals for govemment expenditures.

The banking system creates money in the sense thatit

O a.creates loans from required reserves
O b.prints money

O ¢ creates excess reserves from loans
O d.creates loans from excess reserves
O e.creates required reserves from loans




