
PPSC Economics Topic 3 Macro Economics

Sr Questions Answers Choice

1 In long run a reduction in labor supply would cause output to __ and the aggregate price
level to.

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

2 During inflation.
A. Lenders lose borrowers gain.
B. Borrowers lose , lenders gain
C. The real interest rate rises
D. Borrowers and lenders both lose.

3 Marginal utility is equal to average utility at that time when average utility is.
A. Increasing
B. Maximum
C. Falling
D. Minimum

4 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

5 The substitution effect of a decrease in real interest rates is to cause a consumer to.

A. Increase future consumption and
decrease current consumption
B. Decrease future consumption and
increase current consumption
C. Increase current consumption and
increase saving
D. Decrease current consumption
and increase saving.

6 The Laffer curve depicts

A. A trade off between tax rates and
government receipts
B. Price levels and real income
C. government deficits and
unemployment
D. Tax rates and infixation

7 If the quantity of money demands is less than the quantity of money supplied then the
interest rate will.

A. Either increases or decrease,
depending on the amount of excess
demand.
B. Increase
C. Decrease
D. not change

8 Which of the following macro economic variables is procyclical and coincident with the
business cycle.

A. Residential investment
B. Nominal interest rates
C. Industrial production
D. Unempolyment

9 Which market adjusts the quickest in response to shocks to the economy.
A. The asset market
B. The labor market
C. The goods market
D. In the macro economy

10 Which of the following changes shifts the SRAS curve down.

A. An increase in the labor force
B. An increase in the money supply
C. A decrease in government
purchases
D. A decrease in firms costs

11 An asset with zero carrying costs and a present value of Rs.50,000 will return continuous
annual yield of Rs.5000 if the current and future rate of inters is.

A. 5%
B. 8%
C. 10%
D. 3%

12 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

13 The fact that the production function relating output to labor becomes flatter as we move
from left to right means that.

A. The marginal product of labor is
positive
B. The marginal product of capital is
positive
C. There is diminishing marginal



13 from left to right means that. C. There is diminishing marginal
productivity of labor
D. there is diminishing marginal
productivity of capital

14 The long term demand for real money balance will rise when

A. the income elasticity of the
demand for money is less than unity.
B. There is a long term increase in
the price level
C. There is a relative increase in the
stock of government securities.
D. Long term market interest rates
are falling.

15 When an increase in government spending is matched by an equal decrease in government
transfers the income level will.

A. Stay the same
B. Increase
C. Decrease
D. None of these

16 Industries that are extremely sensitive to the business cycle are the.

A. Durable goods and service
sectors
B. Nondurable goods and service
sectors.
C. Capital goods and nondurable
goods sectors.
D. Capital goods and durable goods
sectors.

17 Ineven A occurs the payoff will be Rs.5,670.00 . the probability of event A occurring is .87
What is the expected payoff of event A.

A. Rs.5,670.00 9d)
B. Rs.4,832.10
C. Rs. 4,932.90
D. Rs.5000.00

18 Which one of the following would cause demand pull inflation.

A. Increases iin production costs
B. Wage gains in proportion
productivity gains
C. An increase in aggregate demand
with shortages of sup ply
D. Monoposonistic labor markets

19 For a borrower an increase in the real interest rate will lead to.

A. Higher current consumption and
less borrowing
B. Higher current consumption and
less saving
C. Lower current consumption and
less borrowing
D. Lower current consumption and
less saving

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.


