
PPSC Economics Topic 3 Macro Economics

Sr Questions Answers Choice

1 When a British pound equals Rs. 1.60 and the French France equals Rs. 0.40 the ability to
earn infinite profit if it were not the case, implies that the exchange rate would be.

A. 1 franc = 4 pounds
B. 1 franc = 1 pound
C. 5 franc = 1 pound
D. None of the above

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 Which of the following does not result in an increase in U.S. autonomous net exports.

A. The U.S. dollar depreciated
B. Major trading partners stimulate
their economy
C. Foreign currencies depreciate
D. Foreign trading partners lift tariff
barriers

4 From a Keynesian perspective business investment will de cline as a result of.

A. A fall in the interest rate
B. A decrease in business taxes
C. A decline in business expectations
D. Acceleration of business
depreciation

5 In the Keynesian model in the long run a decrease in the money supply will cause ___ in the
interest rate and _____ in the price level.

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

6 In the Keynesian model which curve is vertical.
A. LRAS
B. SRAS
C. AD
D. NS

7 What is the possible cause for a falling real GNP over a period of time.

A. A general fall in the value of
output though changes in quantities
producted.
B. A general increase in prices
C. An increase in the value of output
produced and a general increase in
prices
D. A, B and C

8 In a private sector model

A. Household saving is a leakage
from the circular flow
B. Investment is a spending injection
C. All of the above
D. None of the above

9 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.

10 The low point in the business cycle is referred to as the
A. Expansion
B. Boom
C. Trough
D. Peak

11 According to classical economists unemployment rises in recessions due to an increase in
______ unemployment , not in _______ unemployment.

A. Cyclical ; frictional and structural
B. Frictional and cyclical , structural
C. Structural , frictional and cyclical
D. Frictional and structural ; cyclical

12 An invention that speeds up the internet is an example of.
A. An income effect
B. An increase in labor
C. A substitution effect
D. A supply shock

13 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



D. A turning point

14 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

15 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

16 If equilibrium national income is less than the full employment the gap can be closed by.

A. Raising taxes
B. Decreasing government
expenditures
C. Raising taxes and decreasing
government expenditures.
D. Increasing government
expenditures.

17 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

18 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

19 Real business cycle theorists think that most business cycle fluctuations are caused by
shocks to.

A. The production function
B. The size of the labor force
C. The real quantity of government
purchases
D. The spending and saving
decisions of consumers

20 An increase in the real wage rate will cause.

A. The labor demand curve to shift to
the right
B. The labor demand curve to shift to
the left
C. The quantity of labor demanded
to rise
D. A movement along the labor
demand curve


