
PPSC Economics Topic 3 Macro Economics

Sr Questions Answers Choice

1 Dynamic multipliers occur when

A. the assumption of ceteris paribus
is dropped
B. The economy is not in equilibrium
C. Consumption is unrelated to
disposable income
D. there is lagged response between
consumption and disposable income

2 The two main characteristics of the production function are.

A. It slopes downward from left to
right and the slope become flatter as
teh input increases
B. It slopes upward from left to the
right the slope becomes steeper as
the input increase
C. It slopes upward from left to right
unput increases
D. It slopes downward from left to
right and the slope becomes steeper
ath the input increase

3 If the reserve deposit ratio is 0.25 and the ratio of currency in circulation to deposits is 0.3,
the potential money multiplier will have a value of.

A. 2.36
B. 0.42
C. 1.20
D. 0.96

4 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

5 If a Canadian dollar costs 0.75 in terms of U.S. dollars, how much Canadian money would an
American need to spend in Canada to get a dollar's worth of U.S. value.

A. 25$
B. 99$
C. Rs.1.25
D. Rs.1.13

6 An IOU of the Federal Reserve Bank of Scan Francisco to Bank of America is called.
A. Discourse
B. Federal funds
C. Reserves
D. Collateral

7 If the Nominal GNP of an economy rose from Rs. 5000 to 5500 between 1985 and 1986
while the price index rose from 100 to 110 during the same period real GNP

A. Fell by 10% from 1985 to 1986
B. Rose by 10% from 1985 to 1986
C. Remained constant from 1985 to
1986
D. Fell by 1% from 1985 to 1986

8 If government tax function is T = 80 + .6 Y and the marginal propensity to consume is a
constant 8 and increase in GNP of Rs.50 would cause consumption to.

A. Increase by Rs.16
B. Decrease by Rs.16
C. Increase by Rs.40
D. Decrease by Rs.30

9 The fact that the long run Phillips curve is vertical implies that

A. Monetary policy can't effect
unemployment
B. Money is neutral in the long run
C. There is a natural rate of inflation
D. Money can't affect inflation in the
long run

10 The econometric problem of errors in variables leads to

A. Ballasted estimates of regression
coefficients.
B. Autocorrelation
C. Unbiased estimates of regression
coefficients but non minimum
variance of estimated coefficients.
D. None of the above

11 Quality controlleers at the LMN corporation formulate the null hypothesis that the proportion
of defective items in the production line is 10% they reject this hypothesis when they find 12
defective items in 100. If the defective rate is really 10% What type of error did they make.

A. Standard error of the mean
B. A type II error
C. A type I error
D. The error probability

12 When a person received an increase in wealth, what is likely to happen to consumption and
saving.

A. Consumption increase and saving
increases.
B. Consumption increases and
saving decreases
C. Consumption decreases and



12 saving. C. Consumption decreases and
saving increases
D. Consumption decreases and
saving decreases

13 Which of the following factors will cause the demand curve for labor to shift to the right.

A. The demand for the product
produced by labor declines.
B. The prices of substitute imputes
falls
C. The productivity of labor increases
D. None of the above

14 The origin of the idea of a trae off between inflation and unemployment was a 1958 article by
A. A.W Philips
B. Edmund phelps
C. Milton Friedman
D. Robert Gordon

15 Net National product equals.

A. Gross national product minus
indirect business taxes
B. Gross national product minus
depreciation
C. National income minus indirect
business taxes
D. National income pluses
depreciation

16
Using the Keynesian model the effect of a government imposed celling on interest rates paid
on personal checking accounts that is lower than the current market interest rate would be to
cause._ in the real interest rate and _ in input out in the short sun.

A. A decrease ; a decrease
B. A decrease ; no change
C. A decrease ; an increase
D. An increase ; a decrease

17 Which of the following is an example of a productivity shock.

A. The introduction of new
management techniques
B. A change in taxes on corporate
profits
C. A change in the level of
government transferors
D. An increase in the money supply

18 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

19 Find the change in revenue to the industry due to the taxs.
A. Rs. 40 billion
B. Rs. 34 million
C. Rs.25 million
D. Rs.36 Million.

20 Hyperinflation occurs when
A. The inflation rate rises
B. The inflation Tate declines
C. The inflation rate is extremely high
D. The inflation rate is extremely low


