1. Given the following information about the mafkets of an economy:'

C=200+08Y,  M*=1000+0.257 - 750r

~I = 700 — 2000r _ M = 1500 +500r o
T=025Y

-t.
LI

(Y d1sposable mcome f‘"'interest rate, Y income, C Consumptmn i

_I mvestment G govemment expendlture T tax)
(1) Obtain the equation fjéf_:'iS_Eiirv%e.- (5%)
(2) Obtain the equation for LM curve. (5% _ ,
(3) Solve the equilibrium level of output and interest r_ate'.' 5%)

(4) Suppose the government takes an expansionary fiscal policy by increasing $100

of its expenditure. What will happen to the equilibrium output and interest rate
(increase or decrease)? By how much? (5%) Draw a graph to interpret this.
(5%) . '

(5) Followed (4) is there a crowdmg out effect? By how much? {(5%)

(6) If central bank purchases $50 government bonds in open market, given the
money multlphei of 2. What will happen to the ethbrmm output and interest
rate'? By hcw mur*h? (5%) ‘Draw a graph to 11‘1terpret ﬂllS (5%) HGW wﬂl

i:*

the mvestment ‘bﬂ- aﬂ"ected'? By how much? (5%) AR
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2. What are the arguments of’ End ogemus Gz owth Theory‘? (15%) ; ﬁ,‘ 3  ¥' '-
3. (1) Holw Would E’the automatic Stabilizer opérate When thefe Wﬁs a réc'éssion in the
: economy‘? (5%) B e
(2) How does 1t affect the leve:l of budget deﬁmt? (5%) ' e
(3) If the govemment concemed about the deficit level and set a deﬁmt tai gﬁt haw
will it do to prevent the deficit from changing? (5%) o

(4) What will happen to the economy after govemment S actlonf (5%)

4 (1) About what value 1s tha exchange rate of New Taiwan dollar recently?  (5%)
(2) If the central bank doesn’t want to see NT$ appreciates, how would it
intervene in the foreign exchange market? (5%) Draw a graph of foreign
exchange market to show this. (5%) '
(3) What effects of the intervention on money supply, mterest rates and
international reserves holding? (5%) . |
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