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	1. The open-economy macroeconomic model includes
O
a.
the market for loanable funds.

O
b.
the market for foreign-currency exchange.

O
c.
Both a and b are correct.

O
d.
None of the above are correct.

2. In an open economy, the market for loanable funds equates national saving with
O
a.
domestic investment.

O
b.
net foreign investment.

O
c.
the sum of national consumption and government spending.

O
d.
the sum of domestic investment and net foreign investment.

3. An increase in the real interest rate
O
a.
encourages people to save and so increases the quantity of loanable funds supplied.

O
b.
encourages people to save and so decreases the quantity of loanable funds supplied.

O
c.
discourages people from saving and so increases the quantity of loanable funds demanded.

O
d.
discourages people from saving and so decreases the quantity of loanable funds demanded.

4. A fall in the real interest rate
O
a.
encourages investment and so increases the quantity of loanable funds demanded.

O
b.
encourages investment and so decreases the quantity of loanable funds demanded.

O
c.
discourages investment and so increases the quantity of loanable funds demanded.

O
d.
discourages investment and so decreases the quantity of loanable funds demanded.

5. In an open economy, the demand for loanable funds comes from
O
a.
those who want to borrow funds to buy domestic capital goods.

O
b.
those who want to borrow funds to buy foreign assets.

O
c.
national saving.

O
d.
Both a and b are correct.
	6. The price that balances supply and demand in the market for foreign-currency exchange is the
O
a.
real exchange rate.

O
b.
real interest rate.

O
c.
nominal exchange rate.

O
d.
nominal interest rate.

7. An appreciation of the real exchange rate for the dollar
O
a.
increases the quantity of dollars demanded in the market for foreign-currency exchange. 

O
b.
does not change the quantity of dollars demanded in the market for foreign-currency exchange.

O
c.
decreases the quantity of dollars demanded in the market for foreign-currency exchange.

O
d.
could do any of the above.

8. A depreciation of the real exchange rate for the dollar
O
a.
increases the quantity of dollars demanded in the market for foreign-currency exchange. 

O
b.
does not change the quantity of dollars demanded in the market for foreign-currency exchange.

O
c.
decreases the quantity of dollars demanded in the market for foreign-currency exchange.

O
d.
could do any of the above.

9. The theory of purchasing-power parity asserts that a person should be able to
O
a.
purchase the same amount of foreign currency with a dollar whatever country they travel to.

O
b.
purchase the same amount of goods with a dollar whatever country they travel to.

O
c.
Both a and b are correct.

O
d.
None of the above are correct.

10. A tax on imported goods is called
O
a.
a tariff.

O
b.
an excise tax.

O
c.
an import quota.

O
d.
None of the above are correct.
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