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1 -~ The principle of comparative advantage asserts that

A. not all countries can benefit from trade with other countries.

B. the world price of a good will prevail in all countries, regardless of whether those countries allow
international trade in that good.

C. countries can become better off by exporting goods, but they cannot become better off by importing
goods.

D. countries can become better off by specializing in what they do best.

2. Atariffisa

A. limit on how much of a good can be exported.
B. limit on how much of a good can be imported.
C. tax on an exported good.

D. tax on an imported good.

3. When the Fed decreases the discount rate, banks will

A. borrow more from the Fed and lend more to the public. The money supply increases.
B. borrow more from the Fed and lend less to the public. The money supply decreases.
C. borrow less from the Fed and lend more to the public. The money supply increases.
D. borrow less from the Fed and lend less to the public. The money supply decreases.

4. Which one will cause the demand curve of tires to shift out(right), assuming tires is a normal good?
A. price of cars goes down.

B. income level increases.

C. interest rate goes up.

D. both (A)and (B).

5. A restaurant that has market power can

A. minimize costs more efficiently than its competitors.

B. influence the market price for the meals it sells.

C. reduce its marketing budget more than its competitors.

D. ignore profit-maximizing strategies when setting the price for its meals.

6. A market is competitive if

I. firms have the flexibility to price their own product.
I1. each buyer is small compared to the market.

I11. each seller is small compared to the market.

A. land Il only
B. I'and Il only
C. lland I11 only

D. I, 11, and 111. R
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7. To avoid double counting in the calculation of GDP, which types of goods are typically excluded from the
calculation?

A. intermediate goods

B. capital goods

C. nonmarket goods

D. value-added goods

8. The least effective approach to reduce cost-push inflation is:
to reduce the market power of unions and firms.
government controls of prices and wages.

an income policy.

cutting taxes.

Cow>

9. A consumer chooses an optimal consumption point where the

A. marginal rate of substitution equals the relative price ratio.

B. slope of the indifference curve exceeds the slope of the budget constraint.
C. ratios of all the marginal utilities are equal.

D. All of the above are correct.

10. The reason only newly produced goods and services are counted in GDP is that

A. it is very difficult to impute a value to used goods

B. most expenditures on used goods and services take place outside the market

C. it does not help economists make better economic predictions because second-hand goods rarely have any
residual value

D. it allows economists to avoid double counting the production of goods and services

11. A technology shock could have a different impact than a natural catastrophe because
A. the former would likely lower TFP and the latter raise labor productivity

B. the former would likely lower output and the latter raise production

C. the former would likely raise output and the latter would raise TFP

D. the former would likely raise TFP and the latter would curtail production

12. Which of the following would help explain why the aggregate demand curve slopes downward?

A. An unexpectedly low price level raises the real wage, which causes firms to hire fewer workers and
produce a smaller quantity of goods and services.

B. A lower price level causes domestic interest rates to rise and the real exchange rate to appreciate, which
stimulates spending on net exports.

C. A higher price level increases real wealth, which stimulates spending on consumption.

D. A lower price level reduces the interest rate, which encourages greater spending on investment goods
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13. Which of the following statement is true?

Diseconomies of scale is a short-run concept

Diminishing marginal product is a short-run concept

Diminishing marginal product results when the firm doubles in size without doubling output
Diminishing of scale result when only one input increases and output fails to keep up

Cow>

14. The Federal Funds Rate is

A. the rate charged on overnight loans between banks

B. the rate charged on corporate bank loans to healthy "prime" borrowers
C. the rate charged on U.S. Treasury bonds by the Federal Reserve

D. the rate charged on U.S securities with maturities of less than a year
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1738 %% Sfics UX,X2)= X Xe» 1T i@ —‘F,k 7 REAAp R iBEERE?
A. X1+ X2

B. (X1X2)?

C. X1X2-1,000

D. X1X2+15

18. F % T K 5 H25% > 4117 § AZ%F 2 % $1,000 0 = 35 4% f % .$80,000 o FiE T K F T E 1]20% -
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A. $1,000

B. $5,000

C. $8,000

D. $9,000

195 Bp 2o Hod F7 £ 5 Q=10-056P F R e AHT 5 4> FRHALED D
B ALES @7

A 12

B. 16

C. 32

D. 482 RN
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(= )Let the national-income model be:

Y=C+1o+G
C=a+b(Y-To)) (@a>0,0<b<l)
G=gY (0<b<l)

1. ldentify the endogenous variables. (3%).
2. Give the economic meaning of the parameter g. (3%).
3. Find the equilibrium national income. (4%).
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Y=C+I+G+X-M

Y=C+S+T
C=60+08(Y-T)
T=15+0.125Y
=30

G=20

X =20

M =10
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