
PPSC Economics Topic 3 Macro Economics

Sr Questions Answers Choice

1 Which policy is an expenditure switching policy.

A. Increase in the money supply
B. Decrease in government
expensitures
C. Increase in business and
household taxes
D. Decrease in import tariffs

2 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

3 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

4 The marginal product of labor

A. Is measured by the slope of the
production function relating capital of
employment
B. Is larger when the labor supply is
relatively larger
C. Is smaller when the labor supply is
relatively smaller
D. Decreases as the number of
workers already employed increases

5 The estimated regression coefficient for good Y indicates

A. Goods X and Y are independent
goods
B. Good Y is relatively elastic
C. Good Y is a luxury good
D. Goods X and Y are
complementary goods

6 Given the IS equation Y = Ke a - Ke Bn the IS slope decreases when
A. Ke increase and b increases
B. Ke decreases and b increases
C. Ke increases and b decreases
D. Ke decreas4es and b decreases

7 When the price level increases 25% starting from a price level equal to 100, a Rs. 1000
bond will have a real value of .

A. Rs. 800
B. Rs.1250
C. Rs.750
D. Rs.666

8 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

9 Which of the following is not a category of consumption spending in the national income
accounts.

A. Consumer durables
B. Non durable goods
C. Services
D. Housing Purchases

10 In the short run an increase in export sales would cause output to ______ and the price level
to.

A. Rise, rise
B. Rise,; stay; constant
C. Fall; rise
D. fall; stay; constant

11 Which of the following macro economic variables doesn't vary much ove the seasons.
A. The nominal money stock
B. The unemployment rate
C. The real wage
D. Average labor productivity

12
Country A 's GNP is increasing by 3% a year in contrast to its population growth of 2.4% The
rate of growth of per capita GNP is.

A. 3%
B. 0.85
C. 0.6%
D. 2.4%

13 Money must fulfill all of the following functions except.

A. Be a medium of exchange
B. Be a store of value
C. Be generally accepted as a means
of purchasing commodities
D. The above are all functions of
money



money

14 The data indicates that country A in billions of rupees is experiencing a
A. A deficit of Rs.60
B. A surplus of Rs. 300
C. Deficit of Rs.900
D. A deficit of Rs. 500

15 The equation for a givne production function is Q = K2 + KL, initially K = 2 and L = 1 if the
value of both inputs is doubted the production function exhibite.

A. Increasing returns to scale
B. Diseconomies of scale
C. Constant returns to scale
D. Economies of scale

16 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

17 Two independent variables are not independent of each other in a multiple regression
problem The analyst most likely will be confronted with.

A. The problem of autocorrelation
B. A type 1 error
C. The problem of multicollinear
rarity.
D. a type II error

18 The Keynesian theory is consistent with the business cycle fact that inflation is
A. Procyclical and leading
B. Procyclical and lagging
C. Countercyclical and leading
D. All of these

19 The sign of the simple correlation coefficient is determined by

A. The intercept of the least squares
equation.
B. The slope of the least squares
equation
C. The appropriate economic theory.
D. The researcher

20
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


