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Quiz 4 IS-LM-BP (15 points / 3 points for each question)
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Consider the IS-LM-BP model of an open economy wmh’ﬁxed exchange rateS\and perfect capltal

) mob|hty Suppose the economy is initially in a situation of internal and external balance and the
government now smplements]contractlonary fiscal pohcy Exptam whether the following statements
approprlately describes the changes once the new equilibrium/is achieved.

A) The domestic currency will appreciate. . .
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B) The foreign reserve of cent
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C) The money supply will i mcrease
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D) The balance of the capital acco
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Both omhe mterest rate will increase.
M cladement . falre. e effect o utput 15 omplified. b{
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