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This exam for Macroeconomics contains two parts and amounts to 100
points. Please start from anew page for each of essay questions and
- make sure that your answers are legible and coherent.

- Part I, Multiple Choice Questions (45 ip{')iﬁts, 3 points for each)

oS
. N _
1. A juice company buys orangferé_ for 520,000 from farmers, It pays its
workers $34,000, pays $1 jJO inj ta es, jand has profits of $4000
What is its value added? - _

- (a) $19,000
(b) $30000
(c)$59,000
(d) $39,000

2. What happens to current employment and the real wage rate in the
labor market if an adverse oil=pfice-shdck occurs?

(a) Both employment and ti:e feal? ";g rate would increase,

- (b) Both employment and the ;:al Vg rate would decrease.
(¢) Employment would increase and the real wage would decrease.
(d) Employment would decrease and the real wage would increase,
3. . The Ricardian equivalence proposmon argues that a government
deficit caused by a tax cut
(a) causes inflation.
(b) causes a current account-dbficit. ! !,

e
[FEVETRI——.

(¢) decreases interest rates..... 1,. |
(d) doesn’t affect nationals saV]ing r

4. Inthe Solow model, if A= 3405 2 0.2, n = 0.05, and d = 0.15,
what is the value of k at equ111br1um‘7

- (a) 1
(b)3
(c) 6
(d) 9 ~
5. Inthe Solow model, a decre*rsejlfr'po"p‘?atlon growth will lead to a

in the steady-state caﬁ;tal abor ratio and a
in consumption per workeg—~ ! T

e

(a) fall; fall | 7T
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- (b) fall; rise
(c) rise; rise
(d) rise; fall |
6. A decrease in the real interestrraiie wo‘u];d cause a decrease in the real
demand for money
(2) no matter what the chg_mge{ 1m_je pected inflation.
(b) if expected inflation r1 les than the decrease in the real
interest rate.
o (c)-if expected inflation rise by the same amount as the decrease mn
the real interest rate,
(d) if expected inflation rise by more than the decrease in the real
, interest rate. o
7. Which of the following macroeconomig variables is procyclical and
leads the business cycle? ,«.W ' :
(a) Business fixed investm at oy
~(b) Money supply j e f
(c) Nominal interést rates L
(d) Unemployment
8. An increase in wealth would cause the IS curve to
o (a) shift up and to the right.
(b) shift down and to the left.
(c) remain unchanged.
(d) shift up and to the rlghtmfy op e face borrowing
constraints. —1
9. Ataxcut on capital would c:a se e curve to_ andthe LM
curveto . ww _
(a) shift down and to the left; be unchanged
(b) shift down and to the left; shift up and to the left
-~ (c) shift up and to the right; be unchanged |
(d) shift up and to the right; shift up and to the left
10. In the classical model, a temj:lo ary decgease in government

purchases causes

. {w" r*.wv
(a) a decrease in output andthe | eél,lwin rest rate.
(b} a decrease in output and an.#icjease, in the real interest rate.

(¢) an increase in output aﬁd‘*a“d'ecrea'sejin the real interest rate.
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12,
~“United States is 100 dollar per good and the price level in J apan is

13.

14,

I5.

. {d) an increase|in oﬁt’put and the real interest rate.

In the Keynesign model in the short run, an increase in the money
supply will cause .
(a) an increase|in output and a de!crease;in the real interest rate.

(b) an increasei in the real Inferest rdte byt no change in output.

(c) adecrease in the real inﬁﬂf&eﬁsﬁﬁa and a decrease in output.
(d) no change in either'the r, a‘t nﬁte est rate or output.

Suppose purchasing powet pa 1ty olds. If the price level in the

500 yen per gopd then the nominal exchange rate 1S yen per
dollar,

(a) 0.5

(b) 0.2

() 5.0 ”“iwj
(2.0 WMTT
If the expected rate of inflat, on,_ai'ecrelase s at the same time the
natural rate of unemployment"ﬁ’é’b“ ééereases the Phllhps curve
(a) would shift down. '

(b) would shift up.

~ (¢) would not move.

(d) might shift up or down or not mdve, depending on which effect

was larger. . \

Which of the following changesehttt }ﬂe aggregate demand curve

down and to the left? - :j - ‘—‘

(a) A decrease in the normnfil on}ey s pply

(b) A decrease in income taxes! ——

(¢) A decrease in the risk on nonmonetary assets .
(d) An increase in the future marginal productivity of capital

‘Which of the following changes shifts the long-run aggregate supply

curve to the left?

(a) A demographic change thﬂt ecreases the labor supp1y
(b) An increase in the demaqd-«t ¢ labor I

(c) A decrease in governmeHt pu cHases|

(d) An increase in taxes (asspm’mg“RJcayhan equwalence doesn’t
hold) s st re]




3y B R £ B A A B

 RE EEEE uR aRis

AR T22

+

EEER o P
AKRFAEE » REISHEEE N2 ol
2EEMWAREERE L » FYUTFEHD | &
SIRFIE - REEFE  HEGEEEYE | &

EX

4=,
rlall)

Part I1. Essay Questions (55 points) 7

1 (30 points) Consider.the‘ following misperceptions model of the

economy. - -

AD: 7= 600+ 100M/P) —. S J

SRAS: Y= F+pP-pP" 1/,

Okun’s Law: (Y=Y )/ ¥ = 2(u—iZ) E
40

Let ¥=750, #=0.05, M= OE, bnd P

(a) (5 points) What is the pride-levet? . -

(b) (15 points) Suppose there is an unanticipated increase in the
nominal money supply to 800. What is the short-run equilibrium
level of output, the unemployment rate, and the price level?

(c) (5 points) What is the stope of the expectations-augmented Phillips

curve in this economy?
(d) (5 points) When price expectations adj
level? N B

a

ust fully, what is the price

—_}
2. (15 points) Analyze a game p{éjkéiifﬁy wo players. Player I can
choose of two actions, A and B. Playet I jalso has two actions from

et 3 ;

which to choose, C and D. Assume playets don’t care how many

points the other player receives. The points that each player assigns to

each possible outcome are listed below.

. Points

Outcome Player I Player I{

(A, O) 15 15

(A, D) 5 20 I
(B, C) 20 S
(B,D) 10 gt

If player I can threaten playerT, shelc say “If you choose A, I'l]

choose C; but if you choose B, I’ll choose D.”

() (10 points) What is the outcome of the game?

{b) (5 points) Compare your answer in part (a) to the case in which .
player II cannot be threaten.

3. (10 points, 5 points for each) Explain the economic significance or -
relevant argument for any TWO j‘ the following:
DY e

(a) Rea] business cycle A
(b) Time inconsistency o e I
(c) Permanent income hypothesis ped

(d) Inflation tax T

A mu.ww-.mu_l




