Chap19hw

Answer Section
SHORT ANSWER

1.
ANS:


The supply of loanable funds increases, and the equilibrium real interest rate falls. Because of the lower interest rate, U.S. net capital outflow rises. This increase makes the supply of dollars shift to the right, and the real exchange rate of the dollar depreciates.
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2.
ANS:


	
	U.S. real

interest rate
	U.S. domestic

investment
	U.S. net

capital

outflow
	U.S. real

exchange rate

of domestic

currency
	U.S. trade

balance

	U.S. government

budget deficit

increases
	rises
	falls
	falls
	appreciates
	falls

	U.S. imposes

import quotas


	no change
	no change
	no change
	appreciates
	no change

	new technology in the U.S. that every firm wants to purchase
	rises
	rises
	falls
	appreciates
	falls
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