
PPSC Economics Topic 3 Macro Economics

Sr Questions Answers Choice

1 Capital goods are

A. A type of intermediate good
B. Final goods, because they are not
used up during a given year
C. Produced in the same year as the
related final good whereas
intermediate goods are produced in
different years.
D. Produced in one year whereas
final goods are produced over a
period of more than one year

2 The equation for the IS curve is.
A. Y = 55 - 50 i
B. Y = 175 - 75 i
C. Y = 300 - 100 i
D. Y = 275 - 25 i

3 According to the life cycle hypothesis consumption is related to.

A. Current income
B. Past peak income
C. Expected lifetime income
D. Price expectations over one's life
time

4 When aggregate economic activity increasing the economy is said to be in.
A. An expansion
B. A contraction
C. A peak
D. A turning point

5 In a model in which there is no government new investment capital replacement or
international trade the market value of final output equals.

A. Aggregate consumption
B. The sum of the receipts of
economic resources
C. The sum of wages rent interest
and profit
D. All of the above

6 The appropriate expenditure switching policy to correct a balance of payments deficit is.
A. Contractionary monetary policy
B. expansionary fiscal policy
C. Currency devolution
D. Currency revaluation

7 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

8 The appropriate expenditure switching policy to correct a balance of payment surplus is.
A. Currency revaluation
B. Currency devaluation
C. Expansionary monetary policy
D. Contractionary fiscal policy

9 "Human Welfare is the subject of Economics" Y. This statement is associated with the name
of which of the economists.

A. Marshall
B. Pigou
C. Pension
D. All of the above

10 A change that increase real money demand relative to the real money supply causes.

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

11

In a simple Keynesian world assume the economy is opiating at a full employment
noninflationary level worsening world conditions necessitate additional government spending

of Rs.50 billion. What should be the direction of change in taxes and magnitude of change to
maintain stable price and full employment equilibrium.

A. Increase by Rs.50 billion
B. Increase by more than Rs. 50
billion
C. Increase by less than Rs.50
billion.
D. Decrease by more than Rs.50
billion.

12 Which of the following is the most liquid.
A. A savings account
B. A 6 months CD
C. A home
D. Water



13 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

14 In the monetary base is increased by $1,000 and the reserve requirement is 10% by how
much will the money supply be increased.

A. $100
B. $1,000
C. $5,000
D. $10,000

15
If personal income equals Rs.570 white personal income takes equal Rs.90 consumption is
Rs.430. interest payments total Rs. 10 and personal saving is Rs. 40, disposable income
equals.

A. Rs. 500
B. Rs.480
C. Rs. 470
D. Rs.400

16 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

17 What adjusts to restore general equilibrium after a shock to the economy.
A. The LM curve
B. The IS curve
C. The FE line
D. The labor supply curve

18 According to Keynesian macro economics price adjust _____ to shocks, so the government
should.

A. Slowly ; do little
B. Rapidly ; do little
C. Rapidly ; fight recessions
D. Slowly ; fight recessions

19 Economic planning by enteral government agencies is primarily associated with
A. command economies
B. Market economies
C. Laissez faire economies
D. Market faire economies

20 Which theory is generally included under micro economics.
A. Price theory
B. Income theory
C. Employment theory
D. None of the above


