Chapter 16 Practice Questions
1. Which of the following is likely to increase the U.S. current account?
A. an increase in imports from Japan
B. an increase in donations to Medecins sans Frontieres (a foreign charity)
C. Wal-Mart issues a major dividend which is partially given to foreign shareholders
D. None of the above

2. Which of the following is likely to increase the U.S. Kapital account?
A. Volvo (a foreign company) builds a factory in the U.S.
B. the investment arm of the Norwegian government buys shares in JP Morgan (a U.S. bank)
C. JP Morgan (a U.S. bank) makes loans to a telecom startup in Kenya
D. None of the above

3. Which of the following is likely to increase net exports?
A. a decrease in taxes
B. a decrease in government spending
C. a decrease in savings
D. None of the above

4.  Which of the following is often used as an argument for reducing the size of the U.S. current account deficit?
A. mortgaging future U.S. consumption
B. slow and steady growth in the U.S.
C. individuals acting optimally in a market economy
D. None of the above

5. In the automatic process, _______ leads to _______.
A. a decrease in money supply; the creation of a current account deficit
B. a decrease in inflation; an improvement in the U.S. international competitive position
C. a decrease in investment and real GDP; a decrease in the money supply
D. None of the above
