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1. Consider an economy operating at a point inside its production possibilities frontier (PPF). Which of
the following statements is correct?

(A) The economy must be facing resource scarcity, and therefore cannot move to a point on the PPF.

(B) Moving to a point on the PPF does not require any opportunity cost.

(C) The economy has idle resources or is using resources inefficiently.

(D) The economy has achieved productive efficiency.

2. Suppose the demand function for beef is Qd = 100 - 2P and the supply function is Qs = 20 + 3P,
where Q is quantity and P is price. If the government imposes a per-unit tax of $5 on beef, which of the
following is correct?

(A) Consumers and producers each bear $2.5 of the tax burden.

(B) Consumers bear $3 and producers bear $2 of the tax burden.

(C) The equilibrium quantity after the tax is 52 units.

(D) The deadweight loss from the tax is $25.

3. A consumer has a utility function U(X, y) = min{2x, 3y}, where x and y are two goods. If the price of
X is Px =4, the price of y is Py = 6, and the consumer's income is M = 120, then the consumer's optimal
consumption bundle is:

(A) x=10,y=20.

B)x=15,y=10.

(C)x=20,y=10.

D)yx=12,y=12.

4. A firm has a production function Q = 4K*(1/2)L*(1/2), where K is capital and L is labor. Which of
the following statements about this production function is FALSE?

(A) This production function exhibits constant returns to scale.

(B) The marginal product of labor is diminishing.

(C) The marginal rate of technical substitution (MRTS=MPL/MPK) between capital and labor equals L/K.
(D) When K =9 and L = 16, output Q = 48.

5. A firm's short-run total cost function is STC = 100 + 20Q + 2Q?, where Q is output. Which of the
following statements is correct?

(A) Fixed cost is 20.

(B) The short-run marginal cost function is SMC = 20 + 2Q.

(C) When output is 5, average variable cost is 30.

(D) Average total cost reaches its minimum at output of 10.
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6. In a perfectly competitive market, a firm has a short-run total cost function TC = 50 + 10Q + Q?,
and the market price is P =30. Which of the following statements is correct?

(A) The firm's profit-maximizing output is 15 units.

(B) The firm's short-run supply curve is P = 15 + 2Q (when P > 10).

(C) At the profit-maximizing output, the firm's profit is 100.

(D) The firm's shutdown price is 10.

7. A monopolist faces a market demand function P = 100 - 2Q with a constant marginal cost of MC =
20. If the monopolist practices perfect (first-degree) price discrimination, which of the following is
correct?

(A) The firm's output is 20 units.

(B) The firm's total revenue is 1,600.

(C) Consumer surplus is zero.

(D) The firm's profit is 1,200.

8. Consider a Cournot duopoly market with inverse demand function P = 120 - Q, where Q = q: + qa.
Both firms have marginal cost MC = 30. At the Cournot-Nash equilibrium, which of the following is
FALSE?

(A) Each firm produces 30 units.

(B) The market price is 60.

(C) Each firm's profit is 900.

(D) Total market output is 90 units.

9. A perfectly competitive firm has a production function Q = 10L.~(1/2), where L is labor input. The
product price is P =5 and the wage rate is w = 25. The profit-maximizing amount of labor for this firm

to employ is:

(A)L=1
(B)L=4
(C)L=9
(D)L=16

10. In a pure exchange economy represented by an Edgeworth box, there are two consumers A and B,
and two goods x and y. Consumer A has utility function U2 = xAyA, and consumer B has utility function
UB = xPBy®, Total endowments are X = 10, ¥ = 10. In competitive equilibrium, if the price of good x is px
= 2, the price of good y is py = 1, and consumer A's initial endowment is (x%, y*) = (4, 6), then
consumer A's equilibrium consumption bundle is:

(A) (x4 yh) = (7, 3.5).

(B) (x4, yH) = (3.5, 7).

(©) (x4, y*) = (6, 8).

D) x4y =G, 6).
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11. Suppose a closed economy has the following data for 2024 (in billions): private consumption
expenditure = 500, government purchases = 200, gross fixed capital formation = 150, inventory change
= 20, exports = 100, imports = 80. If depreciation for the year is 30 and net indirect taxes are 40, which

of the following is correct?

(A) GDP = 970.
(B) NDP = 860.
(C) GDP = 870.
(D) NDP = 840.

12. In the simple Keynesian model, suppose the consumption function is C = 100 + 0.8Yd, where Yd is
disposable income. Investment spending I = 150, government purchases G = 200, and lump-sum taxes
T =100. Which of the following statements is correct?

(A) Equilibrium income is 2,000.

(B) The government spending multiplier is 4.

(C) If investment increases by 50, equilibrium income will increase by 1250.

(D) At equilibrium, saving equals 250.

13. According to classical theory, suppose an economy has a production function Y =
20K*(0.3)LL~(0.7), capital stock K = 100, labor supply function Ls = 60(W/P), and labor demand
function Ld = 240(P/W), where W is the nominal wage and P is the price level. At labor market
equilibrium, the real wage (W/P) and employment level L are respectively:

(A) W/P=1.5,L=90.

(B)W/P=2,L=120.

(C)W/P=2.5,L=150.

(D) W/P =3, L=180.

14. Suppose a country's central bank sets a reserve requirement ratio of 10%, the current monetary
base is 50 billion, and the currency ratio ¢ = 0.2 (i.e., currency as a ratio of deposits). Which of the
following is correct?

(A) The money multiplier is approximately 5.

(B) Money supply M1 is approximately 300 billion.

(C) If the central bank purchases 5 billion worth of government bonds in the open market, M1 will increase
by 20 billion.

(D) If banks decide to hold excess reserves, the money multiplier will rise.
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15. In the IS-LM model, suppose the goods market equilibrium condition is Y = C + I + G, where C =
100 + 0.75(Y - T), I =200 - 10r, G =150, T = 100. The money market equilibrium condition is M/P =
0.5Y - 20r, nominal money supply M = 600, and price level P = 2. The equilibrium interest rate r and
income Y are respectively:

(A)r=35,Y=1,000.

B)r=7.5,Y=1,200.

(C©)r=10,Y =1,400.

(D)r=11.25,Y =1,050.

16. In the AS-AD model, suppose the short-run aggregate supply curve (SRAS) is upward sloping. If
the government adopts expansionary fiscal policy (increasing government spending) while a negative
supply shock occurs (e.g., oil price increase), which of the following is most likely to occur in the short
run?

(A) The price level will definitely rise, but the direction of output change is uncertain.

(B) Output will definitely increase, but the direction of price level change is uncertain.

(C) Both price level and output will definitely rise.

(D) Both price level and output will definitely fall.

17. Consider an economy described by the short-run Phillips Curve: 7, =7z; —0.5(u,—u,) where the
natural rate of unemploymentis u, =0.5%. Initially, the economy is in long-run equilibrium with:

7y =m; =2%, U,=5%. At time t=1, the central bank announces and implements a permanent
expansionary monetary policy intended to reduce unemployment. The public forms rational

expectations. Which of the following best describes the outcome in period t=1 and in the long run?

(A) Unemployment temporarily falls below 5% in t =1, while inflation rises permanently above 2%.
(B) Unemployment permanently falls below 5%, while inflation rises permanently above 2%.
(C) Unemployment remains at 5% in all periods, while inflation rises permanently above 2%.

(D) Both unemployment and inflation remain unchanged in all periods.

18. According to Purchasing Power Parity (PPP) theory, suppose the U.S. price level is P_US = 100,
and Taiwan's price level is P_TW = 3,000 (in NT$). If the current nominal exchange rate is 1 USD = 32
NTS, which of the following statements is correct?

(A) The NT$ is overvalued.

(B) The NTS is undervalued.

(C) The USD is undervalued.

(D) The exchange rate is at purchasing power parity equilibrium.
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19. Regarding the comparison between the Rational Expectations School and the New Keynesian
School, which of the following statements is correct?

(A) The Rational Expectations School believes that prices and wages are fully flexible, so systematic
monetary policy is ineffective.

(B) The New Keynesian School emphasizes that prices and wages are sticky, so policy can affect real
variables.

(C) Both schools believe that expectations play an important role in economic decision-making.

(D) All of the above.

20. In the Solow growth model, suppose the production function is Y = K*(0.4)L"(0.6), savings rate s =
0.2, depreciation rate o = 0.05, population growth rate n = 0.02, and technological progress rate g =
0.03. In the steady state, the capital per effective worker k = K/(AL) satisfies which of the following
equations? (where A is the technology level)

(A) 0.2k"(0.4) = 0.10k.

(B) 0.2k"(0.4) = 0.07k.

(C) 0.2k"(0.6) = 0.10k.

(D) 0.2k*(0.6) = 0.05k.
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