
PPSC Economics Topic 3 Macro Economics

Sr Questions Answers Choice

1 Which of the following macro economics variables is a cyclical.
A. Real interest rates
B. Unemployment
C. Money supply
D. Consumption

2 A nation experience external balance if it achieves.

A. No net changes in its international
gold stocks
B. Productivity levels equal to those
of its trading partners
C. An increases in its money supply
equal to increases overseas
D. Equilibrium in its balance of
payments

3 A mathematical expression relating the amount of output produced to quantities of capital
and labor utilized is the

A. Real interest rate
B. Production function
C. Productivity relation
D. Marginal product

4 The value of a household's assets minus the value of its liabilities is called.
A. Income
B. Debt
C. Stock
D. Wealth

5
The regression equation for consumption as a function of disposable income is C = -60 +
0.90Y .the standard error of Y is 30 and the standard error of estimate is 9.5 What is the
95% confidence interval for C when Y is Rs. 1000 billion.

A. Rs.941 to Rs. 979
B. Rs.900 to Rs. 1,020
C. Rs.821 to Rs.859
D. Rs.780 to Rs.900

6 Company X sells Rs.75 million dollars of 9.5% first mortgage bonds at par The company's
marginal tax rate to 30% The after tax cost of debt is.

A. 2.85%
B. 3.175
C. 6.68%
D. 7.55

7 When the supply of money increases.

A. The LM curve will shift in
B. The LM curve will shit out
C. The demand for money will
decrease
D. The demand for money will
increase

8 Assuming that money is neutral an increase in the nominal money supply would causes.

A. An excess supply for goods
B. an increase in the real money
supply
C. A fall in the price level
D. A rise in nominal wages

9 Net National product equals.

A. Gross national product minus
indirect business taxes
B. Gross national product minus
depreciation
C. National income minus indirect
business taxes
D. National income pluses
depreciation

10 The Ad, SRAS ,and LRAS curve each show a relationship between which two economic
variables.

A. The aggregate price level and
output
B. The aggregate price level and the
interest rate
C. Output and unemployment
D. Output and the interest rate.

11 Whose opinions have revolutionized the scope of macro economics.
A. Adam Smith
B. J.B. Say
C. J.M. Keynes
D. All of the above

12 If sales are forecasted using an adaptive expectations model where the coefficient of
adjustment .2, the sales forecast for 1986 is.

A. Rs.260
B. Rs.244.4
C. Rs.3.6
D. Rs.283.6

13 The philippic curve is the relation between inflation and unemployment that hold for a given
A. Given rate of inflation
B. Given expected rate on inflation
C. Given level of unemployment



13 The philippic curve is the relation between inflation and unemployment that hold for a given
natural rate of unemployment. and a C. Given level of unemployment

D. Given expected level of
unemployment

14 What tow factors should you equate in deciding how many workers to employ.

A. The marginal product of labor and
the marginal product of capital
B. The marginal product of labor and
the real wage rate
C. The marginal product of labor and
the real interest rate
D. The marginal product of capital
and the real wage rate

15 An increase in the expected rate of inflation would.

A. shift the Philips curve upward
B. shift the phillips curve downward
C. Shift the long -run phillips curve to
the right
D. Shift the long-run phillips curve to
the left

16 The long run aggregate supply curve
A. Is vertical
B. slopes upward
C. Is horizontal
D. Slopes downward

17 Keynes and Say's macroeconomic theory of employment were diametrically opposed Say
state that.

A. Supply creates demand
B. Demand creates supply
C. Unemployment is a most likely
state of affairs
D. Full employment can only be
achieved by government
interference.

18 Which of the following is an example of a productivity shock.

A. The introduction of new
management techniques
B. A change in taxes on corporate
profits
C. A change in the level of
government transferors
D. An increase in the money supply

19 In the efficiency wage model if the real wage is higher than the market clearing wage so that
there in an excess supply of labor.

A. Firms will hire new workers at
lower wages
B. Firms will replace high paid
workers with low paid formerly
unemployed workers
C. Employers will not hire workers
who are willing to work for a lower
wage.
D. Firms will demand a higher level of
effort from existing employees

20 To avoid double counting when the GNP is estimated, economists

A. Price all goods and services
bought and sold in all markets
B. Use the GNP deflator
C. Price only intermediate goods
D. Calculate value added at each
stage of production.


