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Answer the following questions
(1). What are ‘comovement’ and ‘recurrence’ related to the business cycle facts? (8%)
(2). How would R&D and technological innovations affect the steady-state values of capital-labor ratio, output

per worker, and real GDP growth rate? (9%)
(3). What is the central bank credibility? How does the use of inflation targeting improve central bank
credibility? (8%)

Analyze the effects on a large open economy of a temporary increase in tariff that hits both home and foreign
country. Discuss the impact on the home country’s national saving, investment, current account balance, and on
the world real interest rate (25%)

The Tax Cuts and Jobs Act is the biggést/gross tax cuts in American history, cutting over $5.5 trillion in taxes
over ten years. President Trump cut-the corporate tax rate from 35 percentio 21 percent, the largest percentagel
point reduction of the top marginal rate in history. Moreover, President Trump’s tax cuts include the biggest
increase in the child tax credit in history. Should the government,reduce taxes on capital? Are there any costs to
such a policy? What would be the benefits? What would happen'to real interest rates and real output and to
investment and the capital stock? (25%)

4. Suppose the monetary policy curve is,given by r = 14 2m, and IS fcurve'is civen by Y = 4 — 2r, where r
is the real interest rate,  is'the inflatien rate, and Y is the real output. Moreover, the Phillips curve is given
by m =m® + 0.5(Y — ¥), where € =,2%_is the expected inflation and Y = 2 isthe full-employment output.

(1). What is the short-run equilibrium values of-aggerate output and inflation. (10%)
(2). Assume now that the monetary policy curve is r = 1.25 + 21, Dose the new monetary policy curve
represent an autonomous tightening or loosening of monetary policy? (5%)
(3). What is the sacrifice ratio in this.economy? Explain(10%)
" s | T EENRELEE > RT3y -

= RMHMAEMER -






