
PPSC Economics Topic 4 Monetary & Fiscal Policy

Sr Questions Answers Choice

1 A decrease iin money demand other thing equal shifts the _____ curve to the
A. IS ; right
B. Is ; Left
C. LM ; Left
D. LM ; Rfight

2 A decrease iin money demand other thing equal shifts the _____ curve to the
A. IS ; right
B. Is ; Left
C. LM ; Left
D. LM ; Rfight

3 An increase in the money supply other thighs equal shifts the ______ curve to the
A. IS ; right
B. Is ; left
C. LM ; Left
D. LM ; right

4 In the Keynesian cross diagram, an increase in autonomous consumer function to shift
_______ the equilibrium level of aggregate output to rise and the IS curve to shift to the.

A. up ; left
B. up ; right
C. down ; left
D. down ; right

5 A decrease in the quantity of money supplied shifts the money supply curve to the________
and the equilibrium interest rate

A. right ; fall
B. right ; rises
C. left ; falls
D. left ; rises

6 There are ______ methods of measuring GDP
A. Three
B. Four
C. Five
D. None

7 "Far better for central bankers to get out of the fine tuning business instead they should d
try to keep.

A. Taxes low
B. Budgets balanced
C. Money growth low
D. Government spending in check

8 A decrease iin money demand other thing equal shifts the _____ curve to the
A. IS ; right
B. Is ; Left
C. LM ; Left
D. LM ; Rfight

9 Knowledge of the money supply can lead to good predications of nominal GDP only

A. If the price level is stable
B. If the money supply is stable
C. Over very short periods of time
D. If the determinants of velocity are
known

10 If the central bank prints more 10 billion and spends them then as a direct result of this
action.

A. M1 and M2 both increases
B. Neighed M1 nor M2 increase
C. M1 increase but M2 does not
D. M2 increased but M1 does not.

11 An item designed as money that is intrinsically worthless could the.
A. A currency note
B. A silver coin
C. A barter item
D. Any tradeable commodity

12 A bank has excess liquidity reserves to lend but is unable to find a willing borrower these
will_______ the size of the money multiplier.

A. Reduce
B. Increase
C. Have no effect on
D. Double

13 Fiscal policy refers to the manipulation of government income and expenditure to.

A. control the volume and price of
money
B. Limit the rate of increaes in
incomes
C. Effect the value of the dollar on

world financial market.
D. Affect the level of total expenditure
output and employment

14 A monetary expansion is characterized by

A. Rising output and interest rates
B. Rising output and falling interest
rates.
C. Constant output and falling
interest rates



interest rates
D. Falling output and interest rates

15 If the Federal reserve conducts open market ________ the money supply _______ shifting
the LM curve to the right.

A. Purchases ; decreases
B. sales ; increases
C. purchases ; increases
D. sales ; decreases

16 An increase in the rate of inflation which is not accompanied by any change in the volume of
consumer goods sold will automatically increase the.

A. Revenue from value added tax
B. Level of company profits
C. Level of unemployment
D. Average level of wages

17 An increases in the value of the Rupee makes foreign goods cheaper relative to Pakistan
goods, resulting in a _______ in net exports and a __ shift of the IS curve

A. fall ; leftward
B. rise ; leftward
C. fall ; rightward
D. rise ; rightward

18 An autonomous decline in the value of the Pakistan Rupee makes Pakistan goods _______
relative to foreign goods and results in a ______ in net exports.

A. Cheaper ; decline
B. Cheaper ; rise
C. dearer ; decline
D. dearer ; rise

19
In the Keynesian corss diagram, and cline in autonomous consumer expenditure causes the
aggregate demand function to shift down the equilibrium level of aggregate output
to___________ and the IS curve to shift to the.

A. up ; left
B. up ; right
C. down ; left
D. down ; right

20 The near term effect of an unexpected sale of bonds by the central bank is.

A. An increase in interest rates, a
risen investment and a rise in GDP
B. An increase in interest rates a
drop in investment and a drop in
GDP
C. A decrease in interest rtes a rise
in investment and a rise in GDP
D. A decrease in interesr rates a
drop in investment and a drop in
GDP


