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1. In a two-good model with g, and q,, derive graphically the ordinary demand curve
and the compensated demand curve for q, if g,is a normal good, and discuss the
relationship between the slopes of the two curves in terms of the substitution effect and
the income effect. (25 4 )

2. With successive declines in the energy price, discuss graphically and verbally the effect
of successive increases in the money supply on the economy. (25 4 )

3. What is the primary objective for a CEO or a CFO? Please explain why the primary
objective is (or is not) “profit maximization”? (15 4 )

4. What is agency problem? How can we avoid this problem? Please provide some
examples regarding agency problem? (15 4 )
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