





3. (10 points) Fixland is a small economy under a fixed exchange rate regime and its currency
is FL. The foreign currency is $. '
3.1. (6 pts) The current account balance of Fixland is -30 $ and the official financing a

$, the ¢ 1 account balance is $, thus the Central Bank must

$ so that the reserves of the Central bank will
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T 1L Multiple Choice Questions (20x2=40 points)
In solving questions

S 4 e 1ons \ -3, refer to the following Table, which shows how much
or cotton can ba produced with one unit of resource in Egypt and Ghana.

Cotton Cocoa Beans
g SO (bales) (bushels) 77/
_Ghana _ 1 _ o
1. Then opportunity cost ofia bale of cotton in Egyp s/
~ a. Yabushel of cocoa beans.\ i
. 2/3 bushel of cocoa beans. \
- 1/6 bushel of cocoa beans.
5 2 bushels of cocoa beans.
e 4bushels of cocoa beans.
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- If the interest rate is so high that it is adversely (negatively) affecting economic

- an expansionary monetary policy.

X AL 5
If the change in business inventories 1 zero, then final sales ar

ZEro.
less than GDP.
greater than GDP.
equal to GDP

s 9
Which of the following statements is true about fiscal policy in thq short run?
An increase in government spending would have a larger positive impact on GDP

when the crowding-out effect is stronger. | _
The government spending multiplier goes up as the marginal propensity to save
increases. ' }

The government spending multiplier goes up as the marginal propensity to
consume increases. ' :

An increase in taxes has the same effect on the economy as an equal increase in
spending. AL

An increase in government spending would have a smaller positive impact on GDP
when the crowding-out effect is weaker.

Which of the following statements about money is incorrect?
Money is a medium of exchange.

Money is the most liquid store of value,

Money is both income and wealth.

Money is a unit of account.

Suppose the current unemployment rate is at the natural rate of unemployment.

Which of the following is correct?

The current unemployment rate is zero. :
Frictional and structural unemployment equal zero. i
Cyclical unemployment equals zero. Ry
The actual unemployment rate can never equal the natural rate of unemployment = _
rate because the latter is simply a theoretical concept. b

A sudden increase in the price of oil causes a inflation and
output,

demand pull; lower

cost-push; higher

demand-pull; higher

cost-push; lower

growth, thEc recommended policy action should be
an expansionary fiscal policy.

a contractionary monetary policy.
increasing the demand for money.




12. Monetary policy can be effect; ve only if
a. the money supply reacts to ch
b. planned investment reacts to

c. there is inflation targeting,
d. government spendin g reacts to changes in the interest rate,

anges in the interest rate.
changes in the interest rate.

13. The economic impact of automatic stabilizers during recessionary periods is to
a. Increase unemployment. '

b. increase taxes.
C. Increase government spending.
d. increase money growth.

14. Which of the following events will |
rate?

a. A decrease in the level of aggregate output.

b. A decrease in the discount rate. -

. An increase in the price leve].,

d. A purchase of government securiti

ead to an increase in the equilibrium interest

‘on his money.







