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21. If Ricardian Equivalence holds, a tax cut plan in which the present value of total government outlays is
unchanged will;

(a) Increase private saving, keep private consumption constant.
(b} Increase private consumption and private saving.

{c) Decrease private consumption and saving.

(d) Increase private consumption, keep private saving constant.

22. M the doilar interest rate is 10 percent, the euro interest rate is 6 percent, and the expected dollar depreci-
ation against the euro is also 6 percent, then

b (a) an investor should invest only in dollars.

(b) an investor should invest only in euros.

(¢) aninvestor should be indifferent between dollars and euros.
{(d) Itis impossible to tell given the information.

23. Under the assiunption of constant returns to scale, as the quantity of capital increases, the marginal prod-
uct of capital

{a) decreases.

(b} increases.

(¢) is conslant.

(d) may either increase or decrease,

24. An increase in total factor productivity
(a) reduces consumption, increases output, and increases the real wage.
{b) reduces consumption, increases output and reduces the real wage.
(¢} reduces consumption, reduces cutput, and reduces the real wage.
{d) increases consumption, increases output, and increases the real wage.

25. The following figure plots a macroeconomic variable using Taiwanese data after May 2008, This variable
is most likely the
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(a) unemployment rate.
(b) consumer price inflation rate.
(€} stock price index.
(d} NT dollar/ US dollar exchange rate.
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