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1. Monetarists believe all of the following except:
A) fluctuations in the money supply are responsible for most large fluctuations in the
economy.
B) the Fed should keep the money supply growing at a steady rate.
C) slow and steady growth of the money supply would yield stable output,
employment, and prices.
D) the Fed should adjust the money supply to adjust to various shocks to the economy.

2. John Taylor's rule for targeting the federal funds rate proposes increasing the federal
funds rate as inflation  and as the GDP gap .
A) increases; widens
B) increases; narrows
C) decreases; widens
D) decreases; narrows

3. All of the following transactions that took place in 2002 would be included in GDP for
2002 except the purchase of a;
A) book printed in 2002, entitled The Year 3000.
B) 2001 Jeep Cherokee.
C) year 2003 calendar printed in 2002.
D) ticket to see the movie “2001.”

4. The Golden Rule level of capital accumulation is the steady state with the highest level
of:
A) output per worker,
B) capital per worker,
C) savings per worker.
D) consumption per worker.

5. The real return on holding money is:
A) the real interest rate.
B) minus the real interest rate.
C) the inflation rate.
D) minus the inflation rate.
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