
PPSC Economics Topic 4 Monetary & Fiscal Policy

Sr Questions Answers Choice

1 When a government prints money to finance its expenditures it is likely to cause
A. Unemployment
B. Inflation
C. Deflation
D. Reductions in the use of barter

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 When considering any kind of economics indicator, prices are important because.

A. They reflect the value of goods
and services.
B. They are established by the
government to control population 's
needs
C. They categorize goods and
services by their weight
D. Historically they have proved to
the good predictors of futures
unemployment.

4 Fiscal policy is purposeful movements in _____designed to direct an economy

A. Interest rate
B. Legal structures
C. Government regulations
D. D Government spending and
taxes

5 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

6 Monetary policy can affect output.

A. this statement is always true
B. This statements always false
C. This statement is true only in the
short run
D. This statement is true only in the
medium run and the long run

7 A checking deposit held at a commercial bank is considered ______ of that bank.
A. An asset
B. Net worth
C. a liability
D. Capital

8 using money as a medium of exchange.

A. Requires people to math goods
wanted with goods available.
B. Reduces the range of feasible
exchanges in the economy
C. Inhibits economic transactions
D. Reduces the need for barter in the
economy.

9 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

10 The idea that the money supply should change to accommodate changes in aggregate
demand is associated with the ideas of.

A. Milton Friedman
B. Ronald reagan
C. Margaret Thatcher
D. John Maynard Keynes

11 The market price of bonds can fluctuate depending on
A. How many bonds were sold
B. Who bought the bonds
C. The amount of the coupon
D. The interest rate

12
In the Keynesian corss diagram, and cline in autonomous consumer expenditure causes the
aggregate demand function to shift _____ the equilibrium level of aggregate output to fall,
and the IS curve to shift to the.

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



13

"Some economists criticized the central bank for not moving in the face of the waning
recovery One who prefers anonymity stated the failure to move today leaves us with low
inflation a weak economy and climbing jobless claims these are classic signs of an
impending downturn The fed fiddles while the economy burns This economist would want to
see.

A. A higher interests rate
B. A higher reserve requirement
C. a decrease in the money supply
D. An increase in the money supply

14
"Money deposited for a term is not left in bank vaults but is loaned out by the banks This
means that is dollar on deposit can flow back into the banking system one or more times and
that dollar can expand the money supply What cnterminlogy do economists use to refer to
the proses described in this clip.

A. The multiplier
B. The money multiplier
C. Required reserve ratio
D. Open market operations

15 In the ISLM frame work a contractionary fiscal policy causes aggregate output to
___________ and the interest rate to

A. Increase ; increase
B. Increase ; decrease
C. decrees ; decrease
D. decrease ;Increase

16 As the interest sensitivity of investment spending increase.

A. Monetary policy has a larger effect
on output
B. Fiscal policy has a larger effect on
output
C. The multiplier increases
D. All of the above

17 Which policies are expenditure changing policies.

A. Currency devaluation and
revaluation
B. Import quotas and tariffs
C. Monetary and fiscal policy
D. Wage and price controls

18 If the original money supply is MSo and the original demand for money is MDo then

A. The equilibrium interest rate and
savings are 5% and 50
B. The money supply is 200 and
equilibrium income is 500
C. The equilibrium interest rate and
income are 5% and 600
D. The speculative demand is 25

19 The purpose of fiscal policy is to

A. Alter the direction of the economy
B. Change people's attitudes toward
governemnt
C. Educate people as to the
importance of economics
D. Offer insight into the way thing
work

20 If a perfectly competitive industry is in long run equilibrium all firms will

A. Have a marginal costs
B. Have identical supply curves
C. Operate at the point where
marginal cost just covers all variable
costs
D. Have equal fixed costs


