- If the U.S. dollar declines in value relative to the currencies of many of the U.S. trading
Partners, the likely result is that 

   A. Foreign currencies will depreciate                against the dollar.    

   B. the U.S. balance of payments deficit             will become worst
   C. U.S. exports will tend to increase. 

   D. U.S. imports will tend to increase
- If consumers in Japan decide they would like to increase their purchases of consumer products made in the United States

, in foreign currency markets there will be a tendency for 

   A. The supply of dollars to increase. 

   B. The supply of dollars to decrease. 

   C. the Japanese yen to appreciate relative           to the   U.S. dollar. 

   D. The demand for dollars to increase. 

- Under a floating exchange rate system, which one of the following should result in a

Depreciation of the Swiss franc?

a. U.S. inflation declines relative to the Swiss inflation.
b. U.S. income levels improve relative to the Swiss.

c. Swiss interest rate rise relative to the U.S. rates.

d. Decrease in outflows of Swiss capital to the U.S.
- If the U.S. dollar appreciated against the       British pound, other things being equal, we

    Would expect that

a. the British demand for U.S. products would      increase.

b. U.S. demand for British products would          decrease.

c. U.S. demand for British products would         increase.

d. trade between the U.S. and Britain would      decrease.

- Country A’s currency would tend to appreciate relative to Country B’s currency when

a. Country A has a higher rate of inflation than Country B.

b. Country B has real interest rates that are greater than real interest rates in Country A.

c. Country A has a slower rate of growth in income that causes its imports to lag

Behind its exports.

d. Country B switches to a more restrictive monetary policy.
 -Country R’s currency would tend to depreciate relative to Country T’s currency when

a. Country R switches to a more restrictive monetary policy.

b. Country T has a rapid rate of growth in income that causes imports to lag behind

Exports.

c. Country R has a rate of inflation that is lower than the rate of inflation in Country T.

d. Country R has real interest rates that are lower than real interest rates in Country T.
-The U.S. dollar has a free-floating exchange rate. When the dollar has fallen considerably

In relation to other currencies, the 

   A. Trade account in the U.S. balance of              payments is neither in a deficit nor in a         surplus because of the floating exchange        rates.
   B. Capital account in the U.S. balance of            payments is neither in a deficit nor in a         surplus because of the floating exchange         rates.
   C. Fall in the dollar's value cannot be                expected to have any effect on the U.S.         Trade balance
   D. Cheaper dollar helps U.S. exporters of 

       Domestically produced goods.
