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Question 1 Fill in the blanks. You must show your work. 

 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

 

Question 2 Fill in the blanks. You must show your work. 

 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 
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' Unemployment rate zogz
=

Unemployed 2013 X 700 = 0.77 × 100--5.33
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Question 3 Calculate GDP and GNP. You must show your work. 

 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

 

Question 4 Answer the following questions. 

 

4.1 What do the flows (V) and (M) represent? 

…………………………………………………………………………………………………………………………………………………………………………………… 

4.2 Does the government run a budget deficit or surplus? By how much? 

…………………………………………………………………………………………………………………………………………………………………………………… 

4.3 Does the country run a trade deficit or surplus? By how much? 

…………………………………………………………………………………………………………………………………………………………………………………… 

4.4 Is the economy in equilibrium? Why or why not? 

…………………………………………………………………………………………………………………………………………………………………………………… 

GDP - I -11+5 -1K-M ) GNP = GDP -1 Net Foreign factor income
= 745-1229-14371-234 - 289 = 7,356 - 717
=

1,356 = 7,245

Zoo by
income

-

HH
ee pen FIRM
I g

408⇒ bank

¥7 Gov. if\
Aboard

✓ = Income g n
= Import

Deficit by $5 bn

surplus by 810 bn

Equilibrium because aggregate expenditure = Aggregate output
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Question 5 Why does CPI tend to be higher than GDP deflator? 

  

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

 

Question 6 Answer the following questions. 

 

 

The typical basket of goods purchased by an average consumer consists of 10 pizzas, 100 litres of chocolate milk and 
10 jazz concerts. 

 

6.1 With 2013 as the base year, calculate CPI of 2013 and 2014. 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

6.2 Calculate the inflation rate of 2014. 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

 

 

 

PM Qd

CPI focus on consumer goods , GDP deflator focus on all

goods in the economy . CPI has fixed Quantity and does not count

new products but GDPdeflator measure overall price level and

count new product . When price change which effect Quantity
so GDP deflator will be less than CPI because in CPI Q is fired .

but in GDP deflator Q does not

fixed
base

.

X70

410×700
4700×70X 70
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714

cpz = market Basket in Desired year
× ,@o

market Basket in Base year

CPI 2013
= 690-11 700 CPI 2014

= 771×100
•90 000

= 100 = 703.48

inflation rate zogg = CPI
zone

- CPI2013×100 = 703.48 - 900 x 100 = 3.48%
[ PI

2013
700
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Question 7 Fill in the blanks. You must show your work. 

 

 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

 

Question 8 Based on the data above, which position – A, B, or C – best describes the economy in 2016? Why? 

 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 
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,
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O

B because In 2016
,
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to 2074 and 2075
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Question 9 Answer the following questions. 

 

Country A is a closed economy with no government. The marginal propensity to save in the country is 0.25. 

9.1 Calculate the value of the (investment) multiplier. 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

9.2 Due to the initial investment made by firms and the multiplier effect, the (equilibrium) output in the economy 
has increased by $200m. Calculate the value of the initial investment. 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

 

Country B is an open economy with government. 

9.3 Do you think the multiplier effect in Country B will be larger than that of Country A? Why or why not? 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………………………………………………………………………………… 

*

npctnsl = I f¥= Impe
=

¥75
= 4

MPC = 1-0.25 = 0.75

when y increase 7 , I increase I → if y increase4,2 increases
Y increase 200

,
I increase 50 . :when y increase by zoo unit

I increase by 50 unit

country 0 is smaller than A because country 8 have
government which mean that we need to pay tax and when

we pay tax the income will be less . So the multiplier

effect will be less than country At close Economy)


