ECON 3320                                                                                        Name_____________
Exam #1                                                                                               March 24, 2005

1.      _______________ is pictured on the U.S. $10 bill.
2.            Black tie optional means __________________.
3.            Define the term: “Capital Gain.”

Answer four (4) of the following six (6) questions.

1.            In what ways is the term “money” used?  Why are there several definitions of the money supply?  What are the important characteristics of money?

2.            What is the concept of present value?  Explain what the formula represents. Why is it critical to investment decisions and all financial analysis?  Give examples of how it is used.

3.            What is the “term structure of interest rates?”  Graphically what does it look like?  How can it be explained using (1) pure expectations, (2) liquidity or risk premium, and (3) preferred habitats?

4.            Compare and contrast the role of money in a classical model vs. a Keynesian model.  In each case what is the implication for policy? What evidence is there to support/refute these models?  Do we have any conclusions?

5.            Write an essay discussing whether or not we need monetary policy.  What are the issues?  What is known?  What is not known?  Is monetary policy effective?

6.            What is the contribution of the IS and the LM to economic theory?  Be sure to indicate the contribution of each in understanding the economy and the role they play in policy decision-making.

  

  

