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I . Only one right cheice can be sclected. (2 points cach)

1. The accounting concepl cconomists use to describe a country’s level of production and 1ts
international 1ransactiong, 1o records all the expenditure that contribute to a country’s in-
come and culpul is

A. national income accounting.

[i. balance of pavmients accounting.

e GNP,

[n GBPR.

2, Another accounting concept used by economists mentioned above to keep track of both
changes in a country’s indebtedness to foreign countries and the [ortunes of its export and
importcompeting industrics, to show the connection between foreign transactions and nation-
al money supplies is

A. national income accounting.

B. balance of payments acopunting.

. balance of current account.

). official international reserves.

3+ All else equaly an appreciation of a country's currency raises the relative price of its ex-
porty and lowers the relative price of its imports. Conversely; & depreciation lowers the rela-
tive price of & country’s exports and raises the relative price of its imports. The term relative
price meniioned above twice means

A. that country's exports priccs compared with other coontries’ competing exports
prices, ar, that country’s imports prices compared with that country’s import-com-
peting prodiucts prices.

B. that countey's exporis prices compared with the same products’ prices prevailing in
domestic market. ore that counicy’s imports |JriL'+.:§.n L'umﬂarl_'d with that prr:duc!j
prices prevailing in the world market,

L~ A plus B.

. sometimes A, somelimes B

1. The torsipn-exchanpe market is i equilibrium when deposits of all currencies oller the
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same sxpected rate of return. The condition that the expected returns on deposits of any two

currencies are equal when measured in the same currency is called the INTEREST PARLTY
CONDITION. Ii implies that potential helders of loreign curreney deposits view them all as
equally desirable assets. But savers care ghout other 1wo main characteristics of an asscl eiii-
er thun ils return. These other two main charackeristios are

M. convertibility aml lipnidivy.

B. ligoidity and risk.

C.  risk and uncertsinty of futare exchapge rate.

0. uncertainty of [uture exchange rate and liquidity.
5. The monetary approach to the exchaope rale uses PPP o ¢xplain long-term exchange-rale
behavior exvlusively in terms of moncy supply and demand. In thar theory long-run inteena-
tiowal interest dilferentialy result Erom different nationnl rares of ungoing inflation, as 1he
FISHER EFFECT prodicts. Sustained international dillerences in monetary growih rates
are, in tern, behind different long-term rates of continuing inflation. The monetary approach
thus finds that a rise in a country's interest rate will be associated with

A, a appreciation of irs currency.

B. a depreciarion of its currency.

C. & rewurn ta the equilibrivm exchange rate of its currency.

D. & devienon from the eqoilibrium exchange rate ol i1 currency.
6. Berause pernuanent fiscal cxpansion changes the long: run expeeted cxchange rate, i1 causes
a sharper curreticy sppreciation than an equal lemparary expansion. If the economy atnrty ouk
in tong-run equilibrium, the additional appreciation makes domestic goads atid services 5o ex-
pensive that the resulting CROWDING OUT of net export demand nulliftes 1he policy’s el-
{ect on outpul and employment. In this case. a permanetit [is2al expansion has

A. less expansionary effect than the policy expecied.

H. more expansionary clicet than the policy expecied.

(. the expansionary cliect as expected. .

[, oo expansionary of oo at all,
F. There is a direet link betwern contrnl-bank intervention in 1he [oreign-exchange marke!
and the domestic money supply. When a rountey™s conteal hank perchases furcign assets, the
country's money supply aulomatically increases. Similariy. a ceniral hank sale of foreign as-
sets automatieally lowers the money supply. The ceneral-bank balance sheet shows how [or-
eign-exchange intervention alfectz the money supply because tle central bank's liabilities.,
which rize or fall when its assets vise or (all. are the hase o the domestic moncy supply pro-
cess. 'lie centrad bank can negate the maney-supply cffect of intervention Lirough steriliza
tian. Ahsen clvrilizatun, twre is o link hetween the balance af payments and national men
ey supples ol depemds on

M. what cureent inflatinn rate is.

B. how contral hanks share the bunden of financing payment gaps.
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(C. the sum of M, plus M;.

I+ the towal money supply-
£, Interoutional fueroe movenents can sonctimes subatitute Eor teade, Sa it s not surprising
that inrernational migration of labor is similar in 18 causes and effects 0 internationnl trade
based on differencies in resources. Labor moves from countrics whete it is abundant 1o coun-
Lies where it 18 searce. The marginal product of labor {MPLY in the [irst group of countrics
is higher than the MPL in the second group. This movement raises total world output be-

R LA
A. the migrants will learn new skall and theiwe MPL will inereaze,
14 1he migrants will be armed with more capital equipment and thus increases their
MIML.
. the MPL it the labor iraperting countries will increase. thaugh the MPIL in the la-
bor caporting couniries will decrease.
.  the MPL in the labar exparting countries will increase, though the MPL in the la-
bar imporling countres will decrease.
¢, liviernational trade allows creation of an integretcd market thar is larger than any one
country's marker, and thus makes it possible simultanecusly 1o oller consumers
M. Loth products sold in domestie market and foreign markeis.
3. n preater varicry of products and lower prices.
{". agceater variety af products and higher qualities.
3.  bath products newly promoted in any countries with stroag marketing pregram.
10. Most developing countries are characierized by a highwage, capital-intensive industrial
sector coexisls with a lowwage tradiional sector. The term to describe these developing
COLILIES 15
A, TWO ECONOMIC SECTORS.
B ECOMNOMIC BILTALISM.
. 1TINFQUAL DEVEIL.OPMENT.
. UNEVEN DEVELOPMENT.

1. Andwer [ollowing guestions briefly. (3 paints each?
l-Cun you chink of ressony why w government might be eunceracd flbout » lurge current ac-
count delicit or surplus? Why miglt o goveroment he cuncetied aboun its official scttlements

balace €that 15, its Lglaoeo al F&}'Illl‘!lllﬁ}?

2o last e amgumenis raised by developing countries in NORTH-3UTH DEBATE or
SNORTIL SOUTH PIALGE.

I . Anywer guestivn- (10 points)

. {(iive vour comments on the rale plaved by mulnnational enterprses in ibe world econotnic af-
[sir.
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