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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. 

 

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

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

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

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

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

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

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

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

425.38

231.36

231.36 555.84

GNP Lois
= GDP t ( factor income rent - factor income earned )

= 358.971-175.9-9.491--425.38

GBP1014 - GNP - ( factor income rent - factor income earned )

= 291 - S ) - ( 68.30 - 8. I ) ) = 231.36

Real GDP 2014 = hormiha ' GDP + too
= 231 - 36

× 100 = 231.36

deflator 100

Real GDP wig = hormihal GDP + too = 358.97 X 100 = 355.84

deflator 100.88

1. 95 4.89

7. 34 5.33

inflation rate Loki =
( Pl

2014
- CPI Lol } x 100 = 102.51 - 100 - SS x too = I - 95

'

l
.

( Pl 2013 100 . SS

inflation rate lots = ( P1 Lois
- CPI role, t too =

107 - S2 - 102 - Sl +100 = 4.891

( Pl 2014 102.51

unemployment rate 2011 = 0.99
× too = 7.34

II. S -10.99

O - 71
unemployment rate 1013 = +100 = 5.33

12.6-10.71
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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 = consumer spending
+ investment + government + spending t ( export - import )

741-1229 +437 -1 1234 - 1891 = 1356

GNP = GDP t Nlt factor income from abroad

135Gt l - 1111 = 1275

( m ) - import ( v1 = income ( wage ,
rent

, profit
,
interest

,
dividend ) goods & services

Budget surplus $ s bn

trade surplus $ lo on

It is in equilibrium because the injection = leakage
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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. 

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

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

 

 

 

CPI have fixed quantity but price can change cause the inflation effect

the price

58 - GS 60 . 14

CPI
w , , = Cost of fixed basket in 2013 x too

Base year cost of fixed basket

= 690 x too = loot .

690

( PI role = Cost of fixed basket in 2014

Base year cost of fixed basket

= 714 x too = 103.48
'

l .

690

ht
. Rate 2014 = CPI 2014 - CPI 2013 +100

(PI 2013

= 103 - 48 - 100 a- 100 = 3.48-1
.

100



 Student ID:……………………………………… 
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? 

 

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

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

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

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

311.55 23470.9

321.99 3.351. 24137.2

325.49 1.09 -1. 24157.9

GDDD 2014 = NGDP 2014 t 100 I 98.9 = 308 - 12 x 100 RGDPLOI 4 = 311.51

kGBP2014 kGBP2014

GDPD 2015 = NGDP Lois ,
too ; 100--321.99 × 100 Rgppzg is

= 311 - 99

RGDP 2015 RGDP Lois

GBP132016 = NG Df lol 6 x 100
'

g 102.2 = 332 . GS + too RGDP 2016 i 325.49

kGBP2018 R GDP 20,6

RGDP Lois - R GDP 2014×100 = 321.99 - 311 -

SS HOO - 3.35% 2016
'

,
325.49 - 321.99×100

R GDP 2014 311.55 321.99
= 1. og 't .

A = Expansion → growing up before peak period

B = Recession → the economy is decline

( = tough → low economy period have high unemployment rate
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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? 

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

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

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

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

MPS y mpc = I → O - LS -1 Mpc = I Mpc i O
- 75

I
I =

= 4

I - MDC O - IS

OY =
¢ :

. if y
9

by l unit I r ¢ units
0 I

if y r Loo units I r soo units


