- Assuming exchange rates are allowed to fluctuate freely, which one of the following factors would likely cause a nation's currency to appreciate on the foreign exchange market?

A - A relatively rapid rate of growth in income that stimulates imports.
B - A high rate of inflation relative to other countries.
C - A slower rate of growth in income than in other countries, which causes imports to lag behind exports.
D - Domestic real interest rates that is lower than real interest rates abroad
- Two countries have flexible exchange rate systems and an active trading relationship. If incomes [Choose from the first term in the answer] in country 1, everything else being equal, then the currency of country 1 will tend to [Choose from the second term in the answer] relative to the currency of country 2.

A - Rise      Remain constant
B - Fall      Depreciate
C - Rise      Depreciate
D - Remain constant   Appreciate
- Which one of the following did not contribute to the high value of the U.S. dollar during the 1980s?

A - Relatively high, real interest rates.
B - A large demand for U.S. dollars.
C - U.S. demand for foreign goods.
D - A stable U.S. government and              currency.


- Consider a world consisting of only two countries, Canada and Italy. Inflation in Canada in 1 year was 5%, and in Italy 10%. Which one of the following statements about the Canadian exchange rate (rounded) during that year will be true?

A - Inflation has no effect on the               exchange rates.
B - The Canadian dollar will appreciate       by 5%.
C - The Canadian dollar will depreciate       by 5%.
D - The Canadian dollar will depreciate         by 15%.

- The most widely used currency in international business today is the

A - United States dollar.
B - Euro.
C - Japanese yen.
D - Swiss franc.

- If the value of the U.S. dollar in foreign currency markets changes from $1 = 6 marks to $1 = 4 marks,

A - The German mark has depreciated against the dollar.
B - German imported products in the U.S.          Will become more expensive.
C - U.S. tourists in Germany will find their dollars will buy more German products.
D - U.S. exports to Germany should decrease.



