Capital and Financial Account Questions
1. Which of the following transactions is included in the financial account of Country X’s balance of payments accounts?
A. A firm in Country X sells robots to a firm in Country A.
B. Country X sends financial aid to Country B.
C. An individual in Country X receives dividend payments from a firm in Country C.
D. An individual in Country X sends money monthly to family members in Country D.
E. An individual in Country X buys new government bonds issued by Country E.
2. Which of the following is an example of foreign direct investment?
A. A United States citizen purchasing corporate bonds issued by a Dutch firm
B. A Japanese financial institution purchasing U.S. dollars
C. A German appliance manufacturer building an assembly plant in the United States
D. The Chinese central bank purchasing United States Treasury bills
E. An immigrant worker in the United States sending money to his native country
3. The purchase of corporate bonds issued by a French corporation by Chinese investors will be included in China’s
A. financial account
B. current account
C. imports
D. foreign direct investment
E. trade deficit
4. The financial account was previously known as the
A. Gross national account
B. Capital account
C. Trade deficit
D. Investment account
E. Trade balance
Balance of Payments
5. Suppose an American furniture company purchases a manufacturing plant in Indonesia. This purchase is included in Indonesia’s
A. financial account
B. current account
C. surplus account
D. imports
E. balance of trade
6. The balance of payments on the current account plus the balance of payments on the financial account is equal to
A. Zero
B. One
C. The trade balance
D. Net capital flows
E. The size of the trade deficit
7. Which of the following is true of a current account deficit?
A. It is caused by a trade surplus.
B. It must be financed with an equally large surplus of exports.
C. It is caused by a deficit in the financial (capital) account.
D. It will self-correct in the following year.
E. It is financed by a surplus in the financial (capital) account.
8. Which of the balance of payments accounts do the following events affect? (Note: this is not a MC question)
a) Boeing a US based company sells a newly built airplane to China
b) Chinese investors buy stock in Boeing from Americans
c) [bookmark: _GoBack]A Thai company buys a used airplane from China Air and ships it to Thailand
d) A Chinese investor who owns property in the United States buys a corporate jet, which he will keep in the United States so he can travel around America.
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8.
a) Current Account - export
b) Financial Account – buying financial assets
c) Current Account – the shipping of the plane is a service 
d) Current Account (could potentially be classified as FDI and therefore Financial Account, but unlikely)



  
