
PPSC Economics Topic 3 Macro Economics

Sr Questions Answers Choice

1 If the sampi is accepted as coming from a universe with a mean of Rs.500 or greater when if
doesn't.

A. A Type II error is made
B. A type I error is mad
C. The alternative hypothesis is
correct.
D. A and C are correct

2 When plotted with the aggregate price level on the vertical axis and output on the horizontal
axis, which of the following curves slopes downward.

A. SRAS
B. AD
C. LRAS
D. None of the above

3 The multiplier that applies to changes in autonomous investment is identical to changes in.

A. Autonomous government
expenditures
B. Autonomous consumption
expenditures
C. Autocoups exports
D. All of the responses above

4
A commercial bank has a required reserve ratio of 20% and desires to hold 5% in excess
reserves. the bank receives a Rs. 10,000 deposit. It it abides by the required reserve ration
and its desire to hold excess reserves the bank can make a loan of a most.

A. Rs.7500
B. Rs.2500
C. Rs.5000
D. Rs.30,000

5 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

6 An economic variable that moves in the opposite direction as aggregate economic activity up
in is called.

A. Pro cyclical
B. Countercyclical
C. A cyclical
D. A leading variable

7 Expansionary monetary policy

A. Tends to lead to an appreciation
of nation's currency
B. Usually has no effect on a
currency's exchange value
C. Tends to lea dto a depreciation of
the currencies of other nations
D. Tends to lead to a depreciation of
a nation's currency.

8 When plotted with the aggregate price level on the vertical axis and output on the horizontal
axis which of the following curves is vertical.

A. SRAS
B. AD
C. LRAS
D. None of the above

9 The equation for the LM curve is.
A. Y = 100 -50 i
B. Y = 50 + 50 i
C. Y = 50 - 80 i
D. Y = 80 + 50 i

10 If investors expectations concerning the future are positive and thus increase investment at
every interest rate the.

A. IS curve would shift up
B. IS curve would shift down
C. LM curve would shift down
D. IS and LM curves will not shift

11 Given the data above, the empirical equation for the IS curve is.
A. Y = 275 + 10 i
B. Y = 225 + 50 i
C. Y = 250 - 10 i
D. Y = 275 - 501

12 After a temporary beneficial supply shock hits the economy general equilibrium is restored
by

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

13 A group of modern economists who believe that price and wage rigidities do not provide the
only rationale for macroeconomic policy activism are called.

A. New Keynesians
B. Keynesians
C. Monetarists
D. The Classical shool

A. The price level but not the level of



14 In the Keynesian model in the long run an increase in the money supply will raise

A. The price level but not the level of
output
B. The level of output but not the
price level
C. Both the level of output and the
price level
D. Neither the level of output nor the
price level

15 A change in autonomous spending is represented by.

A. A movement along a spending line
B. A shift of a spending line
C. A change in a behavioral
coefficient.
D. None of these

16 The equilibrium level of Y and I derived from the LM and IS equations above is.
A. Y = 130 and I = 10%
B. Y = 200 and I = 30%
C. Y = 180 and I = 7%
D. Y = 250 and I = 2%

17 An economy is in inflationary equilibrium A sustained increase in government appending
shifts.

A. DAD rightward for one period
B. DAD and DAS right ward
permanently
C. DAD right ward and a new
equilibrium
D. DAD right ward and a new
equilibrium.

18 All of the following are obstacles to international economic policy coordination except.

A. Different national objectives are
institutions
B. Different national political climates
C. Different phases in the business
cycle
D. Different national currencies.

19 What did economist Adam Smith identity as the "invisible hand" that directs the decision
making of firms and households in a market economy.

A. Government
B. Product demand
C. Self interest
D. International trade

20 An expansionary supply side shock results in.

A. An increased real national income
B. The aggregate supply curve
shifting to the left
C. The aggregate demand curve
shifting to the right
D. The aggregate demand curve
shifting to the left


