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Question 3

5 points (1+2+2)

(a) 1 point:
• One point is earned for stating that United States exports to South Korea will increase.

(b) 2 points:
• One point is earned for stating that the United States current account will be in surplus.
• One point is earned for stating that the United States gross domestic product will increase and  

explaining that higher U.S. exports increase AD (or that production increases to meet the increased 
export demand from South Korea).
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 

QUANTITY OF
US DOLLARS

(c) 2 points:
• One point is earned for drawing a correctly labeled graph of the foreign exchange market for the 

U.S. dollar.
• One point is earned for shifting the demand curve for the dollar to the right (and/or shifting the 

supply curve to the left) and showing an increase in the won price per dollar.
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Question 3 

 
Overview 
 
The question asked students to identify, explain, and show some of the international effects of a decrease 
in the inflation rate in the United States relative to the inflation rate in South Korea. Part (a) asked students 
to identify the effect of the lower relative inflation rate in the United States on exports from the United 
States. Part (b) required students to identify the effect of the change in United States exports identified in 
part (a) on the current account balance and on real gross domestic product. In part (c) students were asked 
to draw a graph of the foreign exchange market for the United States dollar and show the effect of the 
lower relative inflation rate in the United States on the United States exchange rate.  
 
Sample: 3A 
Score: 5 
 
The response answered all parts of the question correctly.  
 
Sample: 3B 
Score: 3 
 
The response did not earn 1 point in part (a) for stating that United States exports to South Korea will 
decrease. The response earned 1 point in part (b)(i) for answering consistently with part (a) that the current 
account balance will move toward deficit with a decrease in exports. The response did not earn 1 point in 
part (b)(ii) for failing to include an adequate explanation for the change in real gross domestic product. 
 
Sample: 3C 
Score: 1 
 
The response earned 1 point in part (b)(i) for answering consistently with part (a) that the current account 
balance will be in deficit with a decrease in exports.  
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