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11.A decrease in the price level shifts the curve to the right, and the aggregate demand curve :
(A)IS; shifts to the right

(B)IS; does not shift

(C)LM; shifts to the right

(D)LM; does not shift

12. Both Keynesians and supply-siders believe a tax cut will lead to growth:

(A)and both agree it works through incentive effects.

(B)but Keynesians believe it works through incentive effects whereas supply-siders believe it works through
aggregate demand.

(C)but Keynesians believe it works through aggregate demand whereas supply-siders believe it works through
incentive effects.

(D)and both agree it works through aggregate demand.

13. Credit cards:

(A)are part of the M1 money supply.

(B)are part of the M2 money supply.

(C)are part of both the M1 and M2 money supply.
(D)may affect the demand for money.

14. If policymakers expand aggregate demand, then in the long run
(A)prices will be higher and unemployment will be lower.
(B)prices will be higher and unemployment will be unchanged.
(C)prices and unemployment will be unchanged.

(D)None of the above is correct.

15. A mutual fund

(A)is a financial market where small firms mutually agree to sell stocks and bonds to raise funds.

(B)is funds set aside by local governments to lend to small firms who want to invest in projects that are
mutually beneficial to the firm and community.

(C)sells stocks and bonds on behalf of small and less known firms who would otherwise have to pay high
Interest to obtain credit.

(D)is an institution that sells shares to the public and uses the proceeds to buy a selection of various types of
stocks, bonds, or both stocks and bonds.
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