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Question 1 
 
11 points: (2 + 2 + 2 + 3 + 2) 
 
(a)  2 points: 

• One point is earned for stating that the aggregate demand will increase. 
• One point is earned for recognizing that the short-run aggregate supply is not affected. 

 

 
 

(b)  2 points: 
• One point is earned for a correctly labeled graph of aggregate demand and aggregate supply. 
• One point is earned for showing a rightward shift of the aggregate demand curve and showing an 

increase in both real output and the price level. 
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Question 1 (continued) 
 

(c)  2 points: 
• One point is earned for a correctly labeled graph of the loanable-funds market. 
• One point is earned for showing a rightward shift of the demand curve for funds and concluding 

that the real interest rate will rise. (A leftward shift of the supply curve is accepted.) 
 
(d)  3 points: 

• One point is earned for stating that the supply of Country Z’s currency will decrease.  
• One point is earned for the explanation that the higher interest rate reduces the outflow of funds to 

countries that now have a relatively lower interest rate. 
• One point is earned for concluding that the value of Country Z’s currency will rise or Country Z’s 

currency will appreciate. 
 
(e)  2 points: 

• One point is earned for stating that Country Z’s exports will decrease. 
• One point is earned for the explanation that the appreciating currency makes Country Z’s goods 

relatively more expensive. 
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Question 1 
 
Sample: 1A 
Score: 11 
 
The student earned all points in this question. 
 
Sample: 1B 
Score: 6 
 
The student earned both points in part (a) and both points in part (b). In part (c) the student lost 1 point 
because the graph is not correctly labeled; however, 1 point was earned for showing an increase in 
demand that results in an increase in the real interest rate. The student lost 2 points in part (d) for 
asserting that the supply of currency would increase, which is not consistent with the increase in the real 
interest rate. The student earned the last point in part (d) for asserting that the currency would depreciate, 
which is consistent with an increase in the supply of the currency. The student did not earn any points in 
part (e) because the conclusion of decreasing exports is not consistent with a depreciating currency. 
 
Sample: 1C 
Score: 2 
 
The student did not receive any points in part (a) because the conclusions are incorrect. The student lost 1 
point in part (b) because the graph is incorrectly labeled. The other point in part (b) was earned because 
the student indicates a falling price level and rising output, which is consistent with the graph showing an 
increase in aggregate supply. No points were earned in part (c) because the graph is not correctly labeled 
and the shift is wrong. A point was earned in part (d) for stating that the supply of currency will increase, 
which is consistent with a falling real interest rate, but the explanation is insufficient to receive the point. 
The final point in part (d) was not earned because a rising value of the currency is inconsistent with an 
increase in the supply of the currency. No points were earned in part (e).   
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