
PPSC Economics Topic 3 Macro Economics

Sr Questions Answers Choice

1 Classical economics believe that in the short run.

A. Money neutrality exists and prices
adjust rapidly
B. Money neutrality does not exist
and prices adjust rapidly
C. Money neutrality does not exist
and prices adjust rapidly
D. Money neutrality exists and prices
do not adjust rapidly.

2 When the marginal propensity to consume is 0.75 the multiplier has a value of.
A. 4
B. 5
C. 3
D. 2

3 According to the permanent income hypothesis all increases in .
A. Permanent income are saved
B. Permanent income are consumed
C. transitory income are saved
D. Transitory income are consumed

4 According to Okun's law an increase in the unemployment rate will cause_______ in the
level of empolyment and __ in the level of output.

A. An increase ; an increase
B. An increase; a decrease
C. A decrease ; an increase
D. a decrease ; a decrease

5 An increase in the number of workers hired by a firm could result from

A. a decrease in the marginal
product of labor
B. a decrease in the marginal
revenue product of labor
C. An increase in the real wage
D. A decrease in the real wage

6 A rise in the price of bond causes the yield of the bond to.

A. Rise
B. Fall
C. Remain unchanged
D. Rise uf ut's a short term bond, fall
if it's a long term bond

7 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

8
Suppose your company is in equilibrium with its capital stock at the desired level A
permanent decline in the expected real interest rate now has what effect on your desired
capital stock

A. Raises it because the future
marginal productivity of capital is
higher
B. Lowers it because the future
marginal productivity of capital is
lower
C. Raises it because the user cost of
capital is now lower
D. Lowers it because the user cost of
capital is now higher

9 The equilibrium level of income of the open economic model is.
A. 200
B. 400
C. 300
D. 500

10 Appreciation of the U.S. dollar results in.

A. U.S. tourists traveling abroad
being worse off
B. U.S. imports increasing.
C. Foreign currency buying more
U.S. goods and services.
D. No change iin foreign pucchases
or sales.

11 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



D. Important determinants of
consumption.

12 If X becomes more expansive i relation to Y, what happens to the budget line in the X - Y
space, with Y on the vertical axis.

A. It shifts to the right
B. It shifts to the left
C. The slope becomes flatter
D. The slope becomes steeper

13
The regression equation for consumption as a function of disposable income is C = -60 +
0.90Y .the standard error of Y is 30 and the standard error of estimate is 9.5 What is the
95% confidence interval for C when Y is Rs. 1000 billion.

A. Rs.941 to Rs. 979
B. Rs.900 to Rs. 1,020
C. Rs.821 to Rs.859
D. Rs.780 to Rs.900

14 A temporary decline in productivity would cause the IS curve to.

A. Shift up and to the right
B. Shift down and to the left
C. Remain unchanged
D. Shift up and to right only if people
face borrowing constraints

15 An increase labor supply would cause the IS curve to.

A. Shift up and to the right
B. Shift down and to the left
C. Remain unchanged
D. Shift up and to the right only if
people face borrowing constraints

16 Over a two year period your income has increased 10% At the same time the consumer price
index has increased 205 Your real purchasing power is.

A. 92% of the original value
B. 50% of its original value
C. Not affected by the price change
D. 109% of its original value

17 An increase in the marginal propensity to import.

A. Has the some effect upon the
multipliers as an increase in the MPC
B. Has no effect upon the multipliers
C. Increases the value of the
multipliers
D. Decreases the value of the
multipllers

18 Which of the following will not result in an increase in the level of income.

A. An increase in autonomous
spending
B. A decrease in autonomous taxes
C. An increase in autonomous
transfers
D. an increased in net tax revenues

19 A disadvantage of chain weighting is that

A. Past inflation rates change
whenever the base year changes.
B. Past growth rates of real GDP
change whenever the base year
changes.
C. It causes output growth to slow
D. The components of real GDP
don't sum to real GDP

20 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


