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1. A real sequence {xn} satisfies 7xn+1 = x! +6 for n ~ 1. 

If Xl ==1., fmd its limit. . (10 ;})
2 

2. The fonnul. in the Mean-Value Theorem can be written i follow: 

j(x+h)- j(x) == / (x+8h), wher~ 0<8 < 1. Determine 8 as funcyon of Xh 

and h when j(X}=X2. I (10 7}) 
• 

3. Find the volume of the region bounded by th,e parabolic cylinder z -li 4 - x2 and 

theplanes 	x=O, y=O, y=6,z==0. (57}) 

dx
4, Evaluate 	 [ r:::::l' I (57}) 

J.:l x+1 

5. Let Sn == nxe-IUI,n =1~2,3, ..., 0 ~ x ~ l. Determine whether 

lim rSn(x}dx= rlimSn(x}dx. 	 (57})11-.'" .b .b 11-.'" 

'" 1 ( 2)116. For what values ofx does I-- x + converge? 	 (5 ;}) 
n=) 2n-l x-I 

7. If y = x· , compute :. 	 (5 7)-) 

3 

8. Evaluate 	rsin x . (5 7})
x 

9. Find the indefinite integral y" ~e-" cosx dx. (107}) 

'" 1
1O. Compute I- ' 	 (107)-).. -I 

.<=02 x. 

r'"11. Evaluate J e-"2 dx. (10 7})o 

12. Find the equation of the tangent line to the graph y2 - x2Y - x3 -1 = 0 at the 

point (xo,yo) = (1, 2). (10 ;}) 

In2(l)n'" 13. Evaluate the summation  (10 7}) 
11=1 3 
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*~~m-JJM 40 1m ' ~I! .2.5 7t ' m~~~~}:Y;flA~~pg · {~a¥:fiiJ~m-g 0 

1. 100 ~®Jf:!Ti:~JH~ 3if.B9~;tt~Ff¥~ 0 Ef1~LHTEHruJt!.l!~:fU$:m 5%, 4ijif.{'.tJ~,-~ 0 

Z.~NfjJt!.l!~5fU$m 4.95%, m~if.{'.tJ~'-~ P§'~Nfj~~5fU$:m 4.90%, m-*{'t~,-~ ~Nrl=l~0 0 

P§'~Nfj®1f~iF:fU$(EAR):m (ImtirnA~/J~l!J~1& 21ft): 
(A) 4.90% (B) 4.97% (C) 4.99% (D) 5.01 % 

(1.025)2;:;1.0506, (1.0 125t=1.0509 

(1.02475i=1.0501, (1.012375)4=1.0504 
(1.0245f=1.0496. (1.01225)4=1.0499 

2. *m ;fi~Hm~1¥1EEARm:~®-~~~fj' 3iF1&-arPJ~]i@]tf,:P~?J 

(A) 1,157,625 (B) 1,157,956 (C) 1,157,294 (D) 1,158,377 

3. ~Wrtu~~Nfjit~$50,000 ' 7t 3if.{.~ , if.5fu*um;@:m 8% I m~if.@~~f§~ ~r&l~0 

Wm~@~~~Nfjtf,:P~? 

(A) 19,402 (B) 16,666 (C) 18,391 (D) 20,075 

:fJbF: 


.*if'J 4l~ 8%, '::"4=-'JJ'JPI~.4=-~JJt1t~.:r~ 2.5771 ' '::"4=-'JJ'JJ*4=-~~1t~.:r~ 3.2464 


4. *.LM ' ~!Y.lm 2 if.@~W&~1& ' ~.it~~Ur~~*m{I~M~1ftf,:P? 
(A) 17,964 (B) 16,666 (C) 17,029 (D) 18,587 

5. {*~~0'f:U*~I~rtu{$ft~fi~!.t~9H~, U7if.4ij~~Jt{'.t1*~0'f:U 20~, ;fifEl1* 
~A:tE1*~~Mr!'l~~1f~1:E1t- ' 7 if.f&-ar-~~rm 20*7=140~, 7if.~!ft;Ei~;m9}~tOI:RT~jrm

',' 

1500 ~ §j9}fF1~El1W~Nfj1¥~if.5fU$m 3% ~r&lPJr~~I!Y~~~Ha~? :.~,0 0 

1. ~m 7~-arff~fiJT.f*~.fflMB~Jirm ' F,~PJ.jll~H¥ri1f~* 0 

II. ~m~1'Jlf*~1&~Nfj~1::fU/~, · fiJTPJ~~~1*¥~fflG*mt~ 7 if.~!ft~MjllQrm1&~ . 
®:fU,~, 0 

III. :tE 3%~5fIj$r 7M~M*if.:!Ti:~{W:~Tm 7.6625 ' lZ5lJl;b~5i1*.!ftfiJT~I~®ti®E3'}I 

~1*JUBm 1.73 ~5T; 0 

IV. :tE 3%®5fIj$r ' 7 Wla~Wl*if.:!Ti:~{W:~T:m 7.6625 ' ~ltt~R¥!ft?JT~-a®~~~9} 
~1*.*fJm 2.26 ~:rG 0 

(A) {1l! I lEa (B) {1l! II lEa (C) {1l! II, III lEa (D) II, IV lE1Jt 

6. ~rl=l~j;Jrn1J~®-arF1g~t~Jfm3';fa~.~¥&IllH$1'~1i~715fU*~JW:I2§? 

mailto:if.@~W&~1
mailto:m~if.@~~f
mailto:if.5fu*um;@:m
http:m~if.{'.tJ
http:4ijif.{'.tJ
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I. ~f.f;jlfJi~~· Q 

II. ffi1*fiffJJUMitWtl:\ Q 

III. f~~WlrJj'i'r:pffi;fIj$?BlWJ Q 

IV. flJ,~tF.J¥H~~~Ii$::f~~mf!J$ Q 

(A) 11ii I, II lEim (B) f1ii I, III, IV lEim (C) til I, II, IV lEim (D)?JTff~~~lEim 

7. ~1L~j:Jl'~~n]~®Himl¥.J? 


L f~~:t'I:I&m3!fB?,&HiM¥&IDIf$1N:~, ffl~~fi1}PJllllMl¥.J;jI$t!111tk Q 


II. t£~fif!{~ftj:~§IE]Zl', m¥fl1l~a'9mflj$frf~fi3fflfj3!f Q 

III.~~~1}P)m~~~~~~~t£HiM1}P]~~~W~~~~~3!f~~~fii}PJtF.J~~~, 

IZSIJttm;fU$frtt~1if!{~{tj:~§ ~{§.::ffi~~~a'91}PJfJt~ Q 

IV. ;a:i}P]~fi~llJ(@lfJt3!f, ftfU~7t~~~j:JH3!f~i@l1t~~fiJ;J~f!&~~~* Q 

(A) I lEl.ii (B) {I I,II lEim (C) 11ii I,ll, III lEim (D) I,ll, IV lEim 

8. 'i'frj$l'~~, J;Jl'~]~-1im3!ftF.J1Jlf~M~J::~mt~? 
(A) 20 ~1&¥UM, m;fIJ$=4%a'9*,~,1}1Jf 
(B) 20 ~1&¥UM, ~OOfrj$::::5%, mf!J$=4%a'91}1Jf 
(C) 15 ~&¥UM, ~OOflj$~ 5%, mf!J$=4%a'91}1Jf 
(D) 15 ~1&¥UM, ~im;f!J$~ 5%a'9±J'I:I&m3!f 

9. l'imfirMd 5 S:lf6.2¥ (Bias) "& 5 B~§J.t5il~~fEH~ (RSI) 1¥~~~n]~®~IEima'9 

I. ;a:i}~~H 5~i.~ , Ytlj Bias>5% Q 

II. ;a:i}P)~~H 5~l'~ , !'tU RSI=O Q 

III. 'i' RSI<20 ~, Bias Jl,?,&<-5% Q 

IV. -~*~RSI>80 ~Wtl:\W\~, Bias<-5%~~AW\5JJt Q 

(A) f1ii I, IV IE~ (B) 11ii II, IV IE~ (C) {I III, IV IE~ (D) {I I,ll, IV IEim 

.tk1F: 5 EI;f1jj1Hi.ijUMl =5 EI qtjf11t.J:.~.sp..l~/5 EI ~tjfl1tfh.sp.~*100, 


5 El 3jE8.ii£. :;;: (~ El ~t.11- 5 El.sp..l~~tjf11)/5 a .sp..l~~t.1I*100% 


1O. l'imn]~J!:!;l~.i}p]~~*a'9l1;f1J 
L ~**frJ::~~~1}P]I$a'9l1flJ 

II. i}P]~~~~fi{l*~?6JJa'9l1;f1J 
III. i}~~f!J~~~~7t!E(il~~flJ)a'9l1jJ 

IV. tEi}P]*~1f::f~m.~tnff1l*~ffta'9l1ffj 
(A) f1ii IV (B) f1ii II, IV (C) III, IV (D) I, IV 

11. B.IB.Ii}P):iiI'i'a'9fJTtJ!$ r ~ 20%, mM~~1i~:ii~(EPS)""10, ~r:p 4 7C~~;f1J (D1=4), ~ 
~ 6 7Cffl*f~Jtffa'9Rim, ~f~~l¥.J~*1I~¥lUH[2¥(ROE)=0.30 Q ~1L~:fLHlJ~fljfJTtJ!fl~ 

http:f~~l�.J~*1I~�lUH[2�(ROE)=0.30
http:qtjf11t.J:.~.sp
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(dividend discount model, DDM) ~~z2}PJmt:lIffi$1riJ?' 
(A) 50 (B) 188 (C) 200 (D)'240 

12. ~..trm ' ~rl:t~~2}"S'Ja'gniG~~frJl100:(present value ofgrowth opportunity, PVGO)~1riJ? 
(A) -150 (B) 0 (C) 50 (0) 150 

13. ~rJrFtmn,H~®JJ[~~rP:t!h~lf~59i~~$'~:fm. 
I. . zp:¥-3ffi] ~, ¥1flfF~~.A.a;g*.%!:~1*nj&*IU.~ 
II. 4-7(mt:~a;g¥&~{~Il1=7(a;gmt:~~IDlhm~t..ta;g;ffilmtifjm: 0 
III. 2}PJa'g[jg$.A.±;fUm[jg~m}~,-arJ;JlifI&4*U 
IV. ~jt.A.~1*?&frfffMEa;glVf~5}*JT2}PJMl;ij¥&~ffi]31*!J 

(A) {j[ I, N (B) {j[ LIII, N (C) I, II, N (0) I, II, III, N ~::f~i. 

14. 	mt:~ E a;g¥&fiI1i~~~~ 20%, {3=2; mt:~ C ¥&~l~~~~ 30%, {3=1.2,~3tmt:~¥&~$a'g 
*§rm{*,I&~ 0.9 0 ~rl:t~NIDa;g~ill!n,H~®~lEfita;g? 

I. mt:~ E a;g~m~{~1R'mt:~ C 

II. mt:~ E j5fi~a;grP:t!hm~~1R'mt:~ C 

III. ;am 112 a;gti~~mt:~ E, ;tt~~~mt:~ C, 9lUJJ;G~jt*J3:amM¥&~f$a'g;fl~~~ 25% 0 

N. ;am 112 a;gti1~jimt:~ E, ;tt~~jimt:~ C, 9l!JJ.CG1~ji*Ji.g-a;g {3=1.6 0 

(A) 1l! I, II (B) {j[ II, N (C) I, II, N (0) I, II, III, N 

15. ~..trma;g~JE ' ~~~~~ E &mt:~ C a;gmM¥&I£1H$~~ 20% ' ~m~~;f!J$~ 5% ' m 
t~m~~~~~ 7% ' ~rl:t~l'ima'g~~n,H~®fi~ta;g? 
I. mt:~ E a'g:l:lftt$ (Sharp ratio, or Sharp index) ~ 0.75 0 

II. H C a;g~fl:JtC$ (Treynor ratio, or Treynor index) ~ 12.5 0 

III. mt:~ E a;g Jensen's alpha ~ 1 % 0 

IV. f.j-f~ §frj:ML*~~tt1riJm~'[~jtmB'g~jt.A.*~ , Jf!{~~19:jtmt:~ C 0 

(A) I (B) II, III (C) {j[ I, II, III (0) I, II, III, N 

16. ~rl:t~J;Jl'rm1i~.*~jinllf~ (CAPM) a;g~~nll~®~lEFla;g? 

I. )ltjia;gmWJ~~~~)ltm~tta'g~&Em~~J;J&rP:t!ha;gm~~~~rm, 1§'!Ji!~jt@Ia;g1~J3tlm 

1li~1m· 

II. {3 ~fta'g~~)ltjia'g~&Emlli, {3=2 {~~~.m¥&ID[1f5l~tit~~~7Bt:!lVjrm)t3iU~.a;g~Jl*Wt 
~:Jdia'g 2ffl 0 

III. {3 ~-ar~E~ 0, 1§.~::f-ar~E~!ftfOO: 0 

IV. ~• .A.Jf!~fi9G~tI {3 ~/J\a;gmt:~ 0 

(A) IIlEFl (B) {j[ I, II lElit (C) I, II, ill lElit (0) {j[ I, II, N lEFl 
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17. m~~~lt!fmJZ:~~~~tm-"f ' 1;~ CAPM nlG:fL, ~rl'l~~I1~;fU?¥ Rp ~ 

(A) 2.5% (B) 5% (C) 7.5% (D) 10% 
.-.-:-~------

Fln.mr B~~A Jl)<.'7.J"';" 

E(R) 0.2 0.15 

(3 2 1 

18. ~rl:l~~~jjjf*Mi.~1tt~f!~lfij (trade.offtheory) , P)-"fW~i5t-"f1}l§jJ!!~~~iJt? 

1. Wjm (~;fU$*?JH~m&~~?JH~m) ~-z1& 

II. i&Jffm~gg*~mU ' 0l§jft~~=¥tftJ.m 

ill. 0l§j*~:f:IA~n~rl'l~JmM:lI1t!f 

(A) ill (B) I, II (C) I, ill (D) I, II, ill 

19. ~rl:l~j))l"n}j~®~jf*Mi{~~M!ll~II~Ul:f:lIDfij (pecking order theory) "j:ij"~:fL~{~{lj:? 

I. 0l§jH~!M~*rdj~{-t:f:lrl'l~Jm 0 

II. ~fJ0l§jiJt~ruJfe~JZ:f"1~~f!lrm~fJftm 0 

ilL m:!;fh:t)tilA~~mt~wH.ltBJj*MCtEs~~1i5~{~{i5 • 
N. 9HiB~ilA:f~~Fm~~~*0EJ~ilgg31;fU"~JJ 0 

(A) fl I, II (B) {1i.[ I, III (C) ~ II, ill (D)f1i.[ II, IV 

20. H 0EJffiHaJ3~&t&fF1fr~fr{ff~;fU 10 7C '?&1&lffl3fP!*· {tJ\~ H 0l§j~~* 'W::ffl 
100 ~l§j~~~,{tJ\Ml:f:;;1K0~§mr~.JR;fU~'{tJ\;ffl-~0l§jSJ3fF~ 12 7C'1&fF~ 7.9 7C ' 

1;~1}~~jiIi~~.~~*~ 5% ' {tJ\~~DW~~E:;fU? 

(A) :tEaJ3fF~/~,ZUf!il21 ~~~ 0 

(B) :tElY3fF~/~,ZmrJ[f!il21 ~~~ 0 

(C) :tEaJ3fF~/~,Z1&11f~~A 21 ~~~ 0 

(D) :t£aJ31f~J(~!-ZmI{tr~~A 21 ~~. 

21.lfa stock is purchased for $25 per share and held one year, during which time a $1.75 dividend is 


paid and the price climbs to $26.75, the nominal rate ofreturn is: 


(A) 13.00% (B)14.00% (C) 20.00% (D) 27.. 00% 

22. Which component is more likely to be biased ifbook values are used in the calculation ofWACC 


rather than market values? 


(A) Debt (B) Preferred stock (C) Common stock (D) All categories should be equally biased .. 

23. Which of the following statements is correct for an investor starting with $1,000 in common 

stocks over a 20-year investment horizon in which stocks averaged 11 % in nominal terms and 40/0 in :i . 

real terms? The portfolio value is now approximately: 
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Hint: (1.11)2°=8.06231, (1.04)2°=2.19112, (1.055)4°=8.513309, (1.02)4°=2.20804 

(A) $1,800 in real terms. 

(B) $3,679 in real terms. 

(C) $3,870 in nominal terms. 

(D) $8,062 in nominal terms. 

24. Calculate the profit pet share for ali investor that exercises a put option with a strike price of $60 

when the stock is selling for $46 and the premium for the put option was $4. 

(A) ($14) (B) ($10) (C) $10 (D)$18 

25. 	 Project Ahas a 10 percent cost ofcapital and the following cash flows: 
Project A 

Year Cash Flow 
--0- -$300 

1 100 
2 150 
3 200 
4 50 

What is Project f:s discounted payback? 

(A) 2.25 years (B) 2.36 years (C) 2.43 years (D) 2.50 years (E) 2.57 years 

26. Assume that shares in A limited have a beta coefficient of 1.2. The market risk premium is 8% 

and the risk-free rate is 5%. What is A limited's cost of equity capital? 

(A) 14.0% (B) 14.5% 	 (C) 14.6% (D) cannot be calc~lated (E) 4.6% 

27. WACC unadjusted is known as unadjusted because: 

(A) it is not adjusted for implicit costs of debt and equity 

(B) the discount rate is not the appropriate discount rate 

(C) it is not adjusted for taxes 

(D) the cash flows are post-tax cash flows 

(E) both A and C 
.- ," ~..-., 

28. Which of the following is correct concerning terms of trade credit of 4/10, EOM, net 90? .' '! ";-"';' 

(A) The discount period expires on the last day of the month. 

(B) The invoice becomes delinquent 90 days after the last day of the month. 

(C) The discount period ends on the tenth day of the month following the invoice. 

(D) The discount period ends either 10 days after invoicing or at the-end of the month, whichever is 

earlier. 

29. Adams Audio is considering whether to make an investment in a new type ~ftechnology. Which of 

the following factors should the company consider when it decides whether to undertake the investment?· 

\( 
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(A) The company has already spent $3 million researching the technology. 

(B) The new technology will affect the cash flows produced by its other operations. 

(C) If the investment is not made, then the company will be able to sell one of its laboratories for $2 

million. 

(D) Statements b and c should be considered. 

(E) All ofthe statements above should be considered. 

30. An inventory turnover of3.5 times indicates that: 

(A) we bought our inventory 3.5 times 

(B) we sold our inventory 3.5 times 

(C) we bought and sold our inventory 3.5 times 

(D) we held 3.5 times our inventory 

(E) both A and D 

31. One way to obtain a credit commitment from a customer before the goods are delivered is to 

arrange a(n): 

(A) sight draft 

(B) commercial draft 

(C) banker's acceptance 

(D) conditional draft 

(E) open draft 

32. Suppose that your firm has a cost of equity of 18% and a cost of debt of 8%. If the target DIE is 

0.60 and the tax rate is 35%, what is the firm's WACe? 

(A) 13.10% (B) 13.12% (C) 13.20% (D) 13.32% (E) 13.02% 

33. Corporate charter provisions allowing existing shareholders to purchase stock at some fixed price 

in the event of a hostile outside takeover attempt are called a: 

(A) leveraged buyout 

(B) poison pill 

(C) share rights plan 

(D) golden parachute 

34. Which ofthe following statements is most correct? 

(A) Ifa stock's beta increased but its growth rate remained the same, then the new equilibrium price of the 

stock will be higher (assuming dividends continue to grow at the constant growth rate). 

(B) Market efficiency says that the actual realized returns on all stocks will be equal to the expected rates 

ofreturn. 
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(C) An implication of the semistrong form of the efficient markets hypothesis is that you cannot 

consistently benefit from trading on information reported in The Wall Street Journal. 

(0) Statements a and b are correct. 

(E) AIl of the statements above are correct. 

35. The value ofa firm is maximized when: 

(A) the WACC remains the same 

(B) the WACC increases 

(C) the WACC is minimised 

(D) WACC has no bearing on the value of the firm 

(E) WACC is minimised but the discount rate increases 

36. Daniel is expected to pay a $1.00 per-share dividend at the end of the year (01 =$1.00).. The stock 

sells for $20 per share and its required rate of return is 11 percent. The dividend is expected to grow at a 

constant rate, g, forever. What is the growth rate, g, for this stock? 

(A) 5% (B) 6% (C) 7% (0) 8% (E) 9% 

37. Which of the following statements is most correct? 

(A) Ifa stock's beta increased but its growth rate remained the same, then the new equilibrium price of the 

stock will be higher (assuming dividends continue to grow at the constant growth rate). 

(B) Market efficiency says that the actual realized returns on all stocks will be equal to the expected rates" 

ofretum. 

(C) An implication of the semistrong form of the efficient markets hypothesis is that you cannot· 

consistently benefit from trading on'information reported in The Wall Street Journal. 

(0) Statements a and b are correct. 

(E) AIl ofthe statements above are correct. 

38. Which of the following statements is most correct? 

(A) The cost ofretained earnings is the rate ofreturn stockholders require on a firm's common stock. . 

(B) The component cost ofpreferred stock is expressed as kp(1 - T), because preferred stock dividends are 

treated as fixed charges, similar to the treatment ofdebt interest. 

(C) The bond-yield-plus-risk-premium approach to estimating a finn's cost of common equity involves 

adding a subjectively determined risk premium to the market risk-free bond rate. 

(0) The higher the firm's flotation cost for new common stock, the more likely the fum is to use preferred 

stock, which has no flotation cost. 

(E) None ofthe statements above is correct. 
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39. Adams Audio is considering whether to make an investment in a new type of technology. Which of 

the following factors should the company consider when it decides whether to undertake the investment? 

(A) The company has already spent $3 million reSearching the technology. 

(B) The new technology will affect the cash flows produced by its other operations. 

(C) If the investment is not made, then the company will be able to sell one of its laboratories for $2 

million. 

(D) Statements b and c should be considered. 

(E) All ofthe statements above should be considered. 

40. Real Time Systems Inc. is considering the development of one of two mutually exclusive new 

computer models. Each will require a net investment of $5,000. !he cash flows for each project are 

shown below: 
Year 

1 
2 
3 

Model A 
$2,000 
2,500 
2,250 

ModelB 
$3,000 
2,600 
2,900 

Model B, which will use a new type of laser disk drive, is considered a high-risk project, while Model Ais 

an average-risk project. Real Time adds 2 percentage points to arrive at a risk-adjusted cost of capital 

when evaluating high-risk projects. The cost of capital used for average-risk projects is 12 percent. 

Which of the following statements regarding the NPVs for Models Aand B is most correct? 

(A)NPVA=$ 380;NPVs =$1,815 

(B) NPVA:;; $ 197; NPVs = $1,590 

(C)NPVA=$ 380;NPVs ';'$1,590 

(D) NPVA =$5,380; NPVB := $6,590 

(E) NPVA=$ 1~7; NPVB = $1,815 
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. 1. Which ofthe following will cause an increase in the money multiplier 

(A) areduction.in high powered money 

(B) a decrease in the ratio of reserve to checkable deposits 

(C) an increase in high powered money 	 . 

(D) an increase in the publiC's preference for checking deposits as opposed to holding ~urrency 
I 
I 
I

2. 	 Which ofthe following events will most likely cause an increase in.money supply? 
1 
I 

(A) a decrease in the ratio of reserves to deposits 
."

(B) a central bank sale of bonds 

(C) a shift in public preferen'ces away from checkabJe deposits to currency 

(D) all ofthe above 

3. 	 Which of the following events will cause the interest rate to increase? 

(A) an increase in income 

(B) an open market sale of bonds by the central bank 

(C) an increase in the ratio of reserves to deposits 

(D) all of the above 

4. 	 Suppose there is an increase in consumer confidence. Which of the following represents the 

complete list ofvariables that must increase in response to this increase in consumer confidence? 

(A) consumption and output 

(B) consumption, investment and output 

(C) consumption, output and the interest rate 

(D) consumption and investment 

5. 	 The natural level of employment will decrease when which of the following occurs? 

(A) a reduction in unemployment benefits 

(B) a reduction in the actual unemployment rate 

(C) a reduction in the markup ofprices over costs 

(D) none ofthe above 

6. 	 For this question, as,sume that the economy is initially operating at the natural level of output. 
iAn increase in minimum wage will cause: 

(A) a reduction in the real wage in the medium run 

(B) ambiguous effects on the real wage in the medium run 

(C) no change in the real wage in the medium run 
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(D) an increase in the real wage in the medium run 

7. 	 As the proportion of labor contracts that index wages to prices declines, we would expe?t that: 

(A) nominal wages will become more sensitive to changes in unemployment 

(B) a reduction in the unemployment rate will now have a smaller effect on inflation 

(C) the natural rate ofunemployment will decrease 

(D) the natural rate of unemployment will increase 

8. 	 Suppose individuals expect that interest rates will fall in the future. Also assume that the 

central bank wants to prevent any change in current output. Given this goal of the central bank, 

the centra) bank should implement a policy in the current period that: 

(A) shifts the IS curve leftward 

(B) shifts the LM curve upward 

(C) shifts the IS curve leftward and the LM curve upward 

(D) shifts the IS curve rightward 

9. 	 Suppose there is a fiscal expansion in the current period. This fIScal expansion will tend to cause 

a smaller increase in current output when: 

(A) an increase in the current interest rate causes expectations of expansionary monetary policy 

in the future. 

(B) an increase in the current interest rate causes an increase in expected future interest rates. 

(C) an increase in current output causes an increase in expected future output. 

(D) both A and B 

10. 	 If neither investment nor consumption depends on the interest rate, then the IS curve is ___ 

and policy has no effect on output. 

(A) vertical; monetary 

(B) horizontal; monetary 

(C) vertical; fiscal 

(D) horizontal; fiscal 

1L 	 You are a fan of both Jolin and A-Mei. The two superstars will hold concerts at different places 

on the same day. You are willing to pay 3,000 for'a ticket to Jolin's concert at most. The ticket 

to Jolin's concert is now sold for 2,000. One of your friends gives you a free ticket to A-Mei's 

concert. You can,only go to one concert at the same time. Assume there are no other implicit or 

explicit costs of going to either concert. What is the opportunity cost of going to A-mei's 

concert? 

(A) 3,000 (B) 2,000 (C) 1,000 (D) 0 
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12. 	 Which ofthe following is NOT a public good? 

(A) A common park 

(B) A lighthouse 

(C) The national defense system 

(D) The fIreworks displayed on the top ofTaipei 101 building. 

13. 	 The nature of Economic Cooperation Framework Agreement (ECFA) signed by Taiwan's 

Government and Mainland China is 

(A) A free trade agreement 

(B) A memorandum of understanding (MOD) offinancial industry 

(C) A peace agreement 

(D) An agreement to facilitate capital and fmancial investment between Mainland China and 

Taiwan 

14. 	 Which ofthe following is NOT a source of market failure? 

(A) Monopoly power 

(B) Information asymmetry between buyer and seller 

(C) Over-competition 


CD) Externality 


15. 	 Which ofthe following is NOT a characteristic of competitive market equilibrium? 

CA) Sellers are producers with the lowest production cost 

(B) Buyers are consumers with the highest willingness to pay 

(C) There are no other ways to make everyone better. 

(D) Everyone will agree with the efficient and fairness of the equilibrium. 

16. 	 Suppose Taiwan's government adopt lUXUry tax on items such as expensive cars and private air 

planes. Which ofthe following statement is NOT true? 

(A) The trading volume of luxury goods will decrease 

(B) The price of luxury goods will increase 

(C) Tht? more elastic the demand ofluxury good, the higher are the tax revenues. 

(D) The more elastic the demand of lUXUry good, the heavier is the tax burden on the seller. 

17. 	 Who are the Nobel Prize winners in Economic Science in the year of20 1 O? 

(A) Leonid Hurwicz , Eric S. Maskin , and Roger B. Myerson, for having laid the foundations 

of mechanism design theory 

(B) Oliver E. Williamson, for his analysis of economic governance, especially the boundaries of 
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(C) Paul Krugman, for his analysis of trade patterns and location of economic activity 

(D) Peter A. Diamond, Dale T. Mortensen, and Christopher A. Pissarides, for their analysis of 

markets with search frictions 

18. 	 The minimum wage in Taiwan had been increased from $95 to $98 dollar per hour in 2010. 

Which ofthe following is NOT true after the increase ofminimum wage? 

(A) The cost of production will increase and employers may layoff some workers and result in 

unemployment. 

(B) This policy will not be helpful for those who earn more than $100 dollar per hour 

(C) The side effect ofunemployment will be more severe when the labor demand is inelastic 

(D) Most ofthe imported labor form the Philippines will also benefIt from this policy. 

19. 	 Which ofthe following is a measure of income inequality? 

(A) The HerfIndahl index 

(B) The Gini index 

(C) The poverty line 

(D) The Philip curve 

20. 	 Which of the following is a potential benefIt of a monopolistic competition market form the 

point ofview of social welfare? 

(A) In the long-run eqUilibrium, fIrms earn zero profIt and there is no deadweight lost 

(B) Sellers provide a variety ofgoods 

(C) In the short run, sellers set price equal to the marginal cost 

(D) Sellers are not likely to practice price discrimination 
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L (20:S})! Consider the following IS-LM model with prices fIxed at P=l (assuming that we are 

in the short run): 

Md 
-=Y-r 

p 

C=l+O.5xY 


I =1-O.5xr 


G=G 


Y=C+I+G 


M S 	 M 
-=p 	 p 
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M S 	 M SMd 	 Md 
--<-- with --=- if r>OP 	 - P , P P 


r = i _7te 


7t e =o 

where Md ,Ms denotes money demand and money supply, respectively. P,Y,r,C,I,G,i,7t

iJt 

denote the price level, output, real interest rate, consumption, investment, government spending, 

nominal interest rate and inflation expectation, respectively. 

(a) Derive the IS curve. 

(b) 	Write down the LM curve. 

(c) What is the eqUilibrium interest rate in the economy? 

(d) What is the equilibrium output level in the economy? 

(e) 	Suppose that the economy described above is going through a recession and the 

government is trying to stimulate the economy. When will monetary policy be 

effective in stimulating the economy? 

2. 	 (127}) I Consider the following game: A and B are roommates. They are considering whether 

to get a flu vaccine. If neither of them gets the vaccine, the probability of getting a flu (denote by 

p) is 0.5 for both of A and B. When only one of them get the vaccine, p=O.1 for the one who get 

the vaccine and p=0.2 for the one without the vaccination. If both of them get the vaccine, p=0.05 

for A and B. Suppose the cost of getting a vaccination (denote by C) is 0.2. The payoff is 

calculated as (-p-C) for A and B. 

(a) Do players in this game have dominating strategy? (please describe the strategy ifyour 

answer is yes) 

(b) Is there any Nash Equilibrium in this game? (please frod out all Nash Equilibriums if 

your answer is yes) 

(c) Suppose Government import a safer and cheaper vaccine and therefore C decreases to 

0.1, please find out all Nash Equilibriums ifthere are any. 

3. 	 (8 7}) ,Mr. Wang hin:~s some workers to provide car wash service. The price of car wash is 

100, which is determined by the competitive market. The relationship between the number of 

worker hired and the number ofcar washed is shown below: 

1 2 3 4 5 6 7 8 9 10# Worker 

# Car 2 16 30 43 52 59 66 71 73 74 

(a) Suppose the wage is set at 1,100 by the labor market, how many workers will Mr. 

Wang hire? i 
(b) Suppose the wage decrease to 800, how many workers will Mr. Wang hire? 
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1. (10 points) A local bank reviewed its credit card policy with the intention of 
, 	 ! 

recalling some of its credit cards. In the past, approximately 5% ofcanlholders 

defaulted, leaving the bank unable to collect the outstanding balance. flence, 

management established prior probability of0.05 that any particular cardholder 

will default. The bank also found that the probability ofmissing a monthly 

payment is 0.20 for customers who do not default. Qfcourse, the prob~bility 
of missing a monthly payment for those who default is 1. 

Given that a customer missed one or more monthly payments, compute 

the posterior probability that the customer will default. 

2. 	 (10 points) A shipment of 10 items has two defective and eight non-defective 

items. In the inspection of the shipment, a sample of items will be selected and 

tested. If a defective item is found, the shipment of 10 items will be rejected. 

If a sample ofthfee items is selecte~, what is the probability that the 


shipment will,be rejected? 


3. 	 (10 points)' If the joint probability density of X and Y is given by 

2 
for 	 O<x<l, O<ydJ(x,y) = { :(x+2Y) 
elsewhere 

find the conditional variance ofX given Y=.!. 
2 

4. 	 (10 points) If the joint density ofXl and X2 is given by 
f(x\,x2)= {6.e-3XI-ZX2 for x\ >0, X2 >0 

o elsewhere 

find the probability density ofY= Xl +X2. 

5. 	 (10 points) IfX has the exponential distribution given by 
X

f(x) ={e- for x>o 

o elsewhere 

find the probability density of the random variable y =.JX. 
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6. 	 (15 points) 

(a) Suppose that asimple regression has quantities L(Y; - y)2 = 631.63 and 
I 
I 

Le;2 = 182.85, find R2. I 

(b) Suppose that a simple regression has quantities N=20, Ly;2 = 5930.94, 

y = 16.035, and SSR=666.72, find R2. 

(c) Suppose that a simple regression has quantities 	 R2 =0.791l, SST=552,36, and 

N=20, find 6-2 
• • 

! 

7. 	 (10 points) Suppose our estimate model is YI = J3xj +up i=I,... ,n, 

However, the real model is Yi =a + Pox; + Vi' where E( Vi Ix) =0 and 

Var( Vi Ix) = (j~. Find the variance ofOLS estimator of p. 

8. 	 (5 points) Which of the following model(s) will result in perfect multicollinerity 

problem? 

(a)y =a +px+ y(1! x)+ U 


(b)y = a + px+ Y(X2) +u 


(c) Y ~ a +p(lnx) + y(lnx2 
) +U 

9. 	 (10 points) Suppose there are two factors A and B. Each factor has four 

categories. Please finish the following table 

Source of variance sum ofsquare degrees of freedom average F value 

A 60.2 

B 12.3 

Cross 4.1 

Error 

Total 	 237.8 

10. 	(l0 points) Let B is an unbiased estimator of So, Z is a random variable that 

mean and variance are all equal to one, and cov( iJ,Z) =2. Find the Variance and 

mean square error (MSE) of 'if = iJ - Z . 
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