
PPSC Economics Topic 3 Macro Economics

Sr Questions Answers Choice

1 Company X sells Rs.75 million dollars of 9.5% first mortgage bonds at par The company's
marginal tax rate to 30% The after tax cost of debt is.

A. 2.85%
B. 3.175
C. 6.68%
D. 7.55

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 Which of the following methods is used for internalizaing positive externalities

A. Positive taxes
B. Government exchange of property
rights
C. Effluent fees
D. Corrective substidies

4 Keynesian economists think general equilibrium is not attained quickly because.

A. The real interest rate adjusts
slowly
B. The level of output adjusts slowly
C. The real wage rate adjusts slowly
D. The price level adjusts quickly

5 Which of the following represents monetary policy geared to increases the supply of money.

A. The purchase of bonds by the
Federal Reserve Bank
B. The sale of bonds by the Central
Bank
C. An increase in reserve
requirement
D. A decrease in taxes

6 Suppose nominal GNP is Rs.500 in year 1, the base year If the GNP deflator doubles by
year 6 while real output has increased 40% nominal output in year 6 equals.

A. Rs.2000
B. Rs.1400
C. Rs.1000
D. Rs.750

7 An economy is in inflationary equilibrium A sustained increase in government appending
shifts.

A. DAD rightward for one period
B. DAD and DAS right ward
permanently
C. DAD right ward and a new
equilibrium
D. DAD right ward and a new
equilibrium.

8 A variable whose value is determined witching an economic theory or model is.
A. Exogenous
B. Independent
C. Deterministic
D. Endogenous

9 When desired national saving equals desired national investment what market is in
equilibrium.

A. The goods market
B. The money market
C. The foreign exchange market
D. The stock market

10 An expenditure reducing policy would consist of a decrease in
A. The par value of a currency
B. Government expenditures
C. Import duties
D. Business or household taxes

11 Fiscal policy output to change demand for output is.
A. Completely effective in region KL
B. Partially effective in region JK
C. Elasticity is infinite for region LT
D. Completely ineffective in region LT

12 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

13 When the export function is Rs.100-0.2 Y , net exports are 0 when income is .
A. Rs.300
B. Rs.400
C. Rs.500
D. Rs.600

14 The aggregate demand curve
A. Is vertical
B. Slopes upward
C. Is horizontal



14 The aggregate demand curve C. Is horizontal
D. Slopes downward

15 Which of the following changes shifts the SRAS curve up.

A. Ani increases in the labor force
B. A decrease in government
purchases
C. An increase in firms costs
D. An increase in the money supply

16 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

17 A disadvantage of the barter system is that

A. No trade occurs
B. People must produce all their own
food clothing and shelter
C. The opportunity to specialize is
greatly reduced.
D. Gold is the only unit of account

18 An increase in the expected rate of inflation would.

A. shift the Philips curve upward
B. shift the phillips curve downward
C. Shift the long -run phillips curve to
the right
D. Shift the long-run phillips curve to
the left

19 Which one of the following would cause demand pull inflation.

A. Increases iin production costs
B. Wage gains in proportion
productivity gains
C. An increase in aggregate demand
with shortages of sup ply
D. Monoposonistic labor markets

20 An increase in the expected real interest rate tends to.

A. Raise desired saving only
B. Raise desired investment only
C. Raise both desired savings and
desired investment
D. Raise desired savings, but lower
desired investment.


