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Quiz#2 Semester 1/2019: Answer the question in the area provided.

Constder a closed-economy macroeconomics model given below

C=0Cy+03Y —kyr; ky, >0

G=gY; 0<gi <1

where ¥ = GDP, C = private consumption, G = Government consumption, and

r = interest rate. 2 IT=0 ((')EK o
.

1.1) (2 points) Assume no private investment and fixed interest rate. Can we solve the model?

1f not, what additional equation do we need to make the model complete?
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1.2) (3 points) State all the endogenous variables in the model.
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1.3) (3 pownts) Write the above simple macroeconomics model in terms of matrix
representation, e, Ax = d. (Hint: propetly define “x™.)
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1.4) (7 points) Use the Cramer’s rule, solve for the equilibrium solution of “C”.
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