
PPSC Economics Topic 3 Macro Economics

Sr Questions Answers Choice

1 Given the IS equation Y = Ke a - Ke Bn the IS slope decreases when
A. Ke increase and b increases
B. Ke decreases and b increases
C. Ke increases and b decreases
D. Ke decreas4es and b decreases

2 The monetary base in composed of.
A. Gold and silver
B. Currency only
C. Currency and reserves
D. Currency and checkable deposits

3 Ahmed regression model yields a Durbin Watson d statistic whose value is 0.002. The
results indicate.

A. Positive serial correlation
B. the presence of multicollinearity
C. No serial correlation
D. Negative serial correlation

4 Keynes considered subjective and objective factors.

A. Determinants of investment
B. Determinants of business will
ingress to supply
C. Unimportant determinants of
consumption.
D. Important determinants of
consumption.

5 The ratio of the change in the equilibrium level of income to a change in some automats
increase in spending is the

A. Elasticity coefficient
B. Multiplier
C. Automatic stabilizer
D. Marginal propensity of the
autonomous variable

6 A change that increases the real money supply relative to real money demand causes.

A. The LM curve to shift down and to
the right.
B. The LM curve to shift up and to
the left
C. The IS curve to shift down and to
the left
D. The IS curve to shift up and to the
right.

7 A situation in which expansionary in monetary policy has no effect on the economy is known
as.

A. Macro economic stabilization
B. A liquidity trap
C. A depression
D. Capital flight

8 Based on the data above , the increase in potential MI would be
A. Rs.50 billion
B. Rs.300 billion
C. Rs.60 billion
D. Rs.100 billion

9 In the Keynesian model in the long run a decrease in the money supply will cause ___ in the
interest rate and _____ in the price level.

A. An increase ; an increase
B. A decrease ; a decrees
C. No change ; an increase
D. No change ; a decrease

10 Which of the following macro economic variables doesn't vary much ove the seasons.
A. The nominal money stock
B. The unemployment rate
C. The real wage
D. Average labor productivity

11 From a Keynesian perspective business investment will de cline as a result of.

A. A fall in the interest rate
B. A decrease in business taxes
C. A decline in business expectations
D. Acceleration of business
depreciation

12 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

13 Deflation occurs only when

A. Some prices fall but average
prices still rise
B. All prices for all goods fall
C. The average price level falls
D. The average price level increases
bat at a slower rate than before



14
O kun's Law states that for each percentage point by which the unemployment rate is above
the natural rate real GNP is 3% below potential GNP, if real GNP is Rs. 3,800 billion with the
actual level of unemployment at 6.05 and the natural rate of unemployment at 4.5% then
according to Okun's law the GNP gap is.

A. 171 billion
B. 684 billion
C. 114 billion
D. 228 billion

15 Which policy is an expenditure switching policy.

A. Increase in the money supply
B. Decrease in government
expensitures
C. Increase in business and
household taxes
D. Decrease in import tariffs

16 The sign of the simple correlation coefficient is determined by

A. The intercept of the least squares
equation.
B. The slope of the least squares
equation
C. The appropriate economic theory.
D. The researcher

17 Economics is the science of Wealth who gave this definition.
A. J-x Mehta
B. Marshall
C. Adam Smith
D. Robbins

18

An adverse supply shock that is permanent shifts which curve in addition to the curves
shifted by.
One that is temporary.

A. The LM curve
B. The IS curve
C. The FE line
D. The labor demand curve

19 The econometric problem of errors in variables leads to

A. Ballasted estimates of regression
coefficients.
B. Autocorrelation
C. Unbiased estimates of regression
coefficients but non minimum
variance of estimated coefficients.
D. None of the above

20 If the federal reserve whishes to increase the money supply, it should

A. Raise the reserve requirement
B. Raise the discount rate
C. Buy Treasury securities in the
open the market
D. All of the above


