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Part B: Please neatly answer the following questions (10 points for each question).
When “animal spirits” change, will aggregate demand curve change? Please
answer this question from the viewpoints of both Keynesian and monetarist.

A cost-push inflation occurs as a result of workers” attempts to push their wages.
Therefore, inflation does not have to be a monetary phenomenon.” Is this statement

5.

6.

true, false, or uncertain? Please explain your answer.

7. What is the meaning of Lucas critique (which comes from the paper
“Econometric Policy Evaluation: A Critique” written by Robert E. Lucas)? Does the
Lucas critique cast doubt on the ability of activist stabilization policy to be beneficial?

Please explain your answer.

What happens to the real interest rate and investment of a country if this country
prohibits the sales of her government bonds to foreigners?

9. What happens to real wages, the job search time of workers, and the unemployment
rate when unanticipated inflation occurs? What happens if the inflation is anticipated?

8.




