1. Is the following a stock or flow variable?
2.1 Inventories Stock Variqblt 22 Change in Inventories Flow variqble
2.3 Money Supply Stock warighle 2.4 Change in Money Supply Fow varigqble
2.5 National Income Flow variab(} 2.6 Expenditure flow yariable
2.7 Wealth  §tock vqriqbl® 2.8 Population Stock variqble
2.9 Capital $tock variqbl® 2.10 Interest Flow varighle

2. What is the difference between GDP and GNP? When looking at the US and China,
which country do you expect to have higher GNP? Why?

6DP  meqsures goods qnd servfces that qre praduced fn the located
Country. But GNP IS the output made by the country’s cfifzens
requrdiess of where the outpyt N prodyced.  ChPno  becavst therd
are many foctorfe from abrodd gefng fo Cheng ang openfng If.

3. The canned apple has 5 stages of production as follows. Find the value added of

each stage and the GDP value of the canned apple.

Stages of Production Value of Sales Value Added
Growing Apple 12 12
Pickling 15

Canning 18

Retail Sale 22

3

3
Shipping 20 9

A




4. What is Transfer Payment? Why is it not included in GDP?

Trangfer  payment fo 0 trangfer of money when removed from
one to ancthl. Money thet the gevernment gfups cfifzens for
free. 15 not fncluded tn GDP becqust there are no goods and
gerufces befng produted.

5. Why are we interested in Real GDP? Explain with examples. Is there a problem

associated with Real GDP?

Becavee  we cqn ite the aqctuel gutput that haue begn
adjusteq the Pnflatfon.

Ex.
1096 = P15 , Q=5 NomPnal GDP > 75
208 P=5 ., Q=10 Nominal 6DP - 50

Real 6P of 1016 WHh 2018 bast yedr
P'LO1YXQ2°1|, hd Bxs =15 /r\eql GDP:,_(”Y é'50

~ Actual gotput W18 had mort Quiput which meang thqt t hed 9 bettbr
standard of [PuPing. Nemenal GDP letr uf thmk fn a wreng  way
i we do not take fnfo 9ccount of Pntlotten.

6. Suppose 2018 is the base year. What can we say about Real GDP, Nominal GDP,
and GDP Deflator of 2018?

In the buse year, Real GpP will equal to NomPnal 6DP. The
GOP Deflator WA he equal to 100.



7. Explain three limitations of the GDP concept.

(1)
(1)
(3)

GDP wfll not be totd about Pnequalrty.

GDP  dots not refieet the compogition of output.
bbp  dotr nat counted the unreported Pocame.
e.g. llegal business

. In 2018, Kingdom Asgard made the following transactions. Using the expenditure

approach, identify which component of GDP is affected by each transaction, and

calculate the 2018 GDP.

The citizens bought 8 new cars, each worth 50$. COOIUMP”U"

The citizens bought 4 new houses, each worth 1508$. InveStme nt

The citizens grew rice for their own consumption. The rice was worth 5008. fonrumpﬂ’un
The firms bought 6 used machines, each worth 50$.  Jnye (tment

The firms bought 8 car parts, each worth 25$. |nye(tment

The government bought 4 new computers, each worth 508. (g WYMCHT Jpendrng

The government paid 1000$ to the poor as welfare payment. {}0 Vermtm‘ ;pgndmy

The citizens bought 10 imported ships, each worth 100$. [m porfJ

The firms sold 4 planes abroad, each worth 200$. Eyx p"‘h[

»

Ctr+6+(Xx-M)

Ce8x50)+ So0d + [Lex150) #(bx50)+ (§X25))
+ Lruxgo) +1000] + C(4x200)-(10x100) ]
= 3000

Gpe

[§]



9. Suppose that there are three goods in the economy - goods A, B, and C. Calculate

Nominal GDP, Real GDP, and GDP Deflator when 2012 is the base year. Also,

calculate the annual inflation rate from 2014 to 2015.

Year | Price Quantity | Price Quantity | Price Quantity
of A of A of B of B of C of C

2012 |1 3 2 3 3 3
2013 |3 1 4 2 1 4
2014 | 2 3 4 2 1
2015 | 4 4 1 1 4 2
Year | Nominal GDP Real GDP GDP Deflator
2002] 3tee =g 1] 100
2013 344 =15 14412 =17 £8.2
2014 yiqpep=18 24543213 138.5
200151 nx1+8-125 b HI+h=1) 208.3

Tht annval Infigtfon rate from 209¢ te 2015

208.3-138.%
13%.5

N 0.504% <> 50,4 Y%



10. Using the table below, calculate GNP and NNP.

Billions of Dollars

GDP 8000
Receipts of factor income from the rest of the world 250
Payments of factor income to the rest of the world 300
Depreciation 900
Indirect taxes minus subsidies 500
Corporate profits minus dividends 500
Social insurance payments 700
Perconal interect income received from the

government and consumers 300
Transfer payments to persons 1100
Personal taxes 1000

1]

GNP GDP + NFFI
= popo + (250 -300)

1950

AU

i}

NNP Ghb - Deprecfatton
150 - 900

> 3050

«



6 & Using the table below, Calculate the following items.

11.1 Gross domestic investment

11.2 GDP, using the expenditure approach

11.3 GNP
11.4 NNP

11.3 National Income, using the income approach

(Do not worry if NNP and NI differ greatly.)

Tabie 6.5
Depreciation 1680
Compers ation of employees 14077
Corpor ate profits 2576
Dividends 784
Exports 2128
Government purchases 716.8
Imports 2352
Indirect taxes 593.6
Net interest income 1822
Net private domestic investment 784.0
Personal consumption expenditures 2,2032
Personal interest income 112.0

Receipts of factor income from therest of the world 352

Personal taxes 627.2
Proprietor's income 173.9
Payments of factor incometo the restofthe world 688
Rental income 1
Social ireurance payments 3808
Subeidies 48
Transfer payments 504.0

(1) Net invectment = brogs muestment -~ Deprectatfon
Grost [nvestment = 3¢ + 168 = 952
(2) 6pp = CtL+G+ (X-M)
2 1203.2 +952+ 3168 t (112.8+235.2) = 3%4h, b
(3) GNP = 6DP + NEFI
= 3upb v (35.2-568.8) = 3133
(4)  NNP = GNP - Deprecfatpon
T O3§13.3 - fef = 3445 3
14033+ 1575 +192.2+ 133.9. ¢ 24,1
* 1055.5

L}

(5) NI



12. In a simple economy, suppose that all income is either compensation of

employees or profits. Suppose also that there are no indirect taxes. Calculate GDP
from the table below. Show that the expenditure approach and the income
approach add up to the same figure.

(Hints: (1) NNP + Depreciation = GNP, (2) NFFI = 0, and (3) NI = NNP)

Consumption 9500

Investment 3000

Depreciation 1750

Profits 2400

Exports 850

Compensation of employees 11500

Government purchases 3200

Direct taxes 1200

Saving 1600

Imports 900
NNP = NI 6P = 1B+ (x-M)

< %00 + 11500 = 13900 = 95000 + 3000 + 3200 + (50 -900)

GNP > NNPt DeprocfatPon = 154650

9

13900 + 71350 = 15650

(

bOP = 6N P ~NEFL’
= 1540%)



