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Quiz 2 EE320 (sem 1/2017)   

Quiz#2 Semester 1/2017: Answer the question in the area provided. 

Consider a simple macroeconomics model given below 

𝐶 = 𝐶0 + 0.3𝑌 − 𝑘1𝑟;                            𝑘1 > 0. 

𝐼 = 𝐼0 + 0.2𝑌 − 𝑘2𝑟;                             𝑘2 > 0.               

where  𝑌 = 𝐺𝐷𝑃,   𝐶 = 𝑐𝑜𝑛𝑠𝑢𝑚𝑝𝑡𝑖𝑜𝑛,    𝐼 = 𝑖𝑛𝑣𝑒𝑠𝑡𝑚𝑒𝑛𝑡 ,   𝑟 = 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡  𝑟𝑎𝑡𝑒. 

1.1) (2 points) Can we solve the model? If not, what additional equation do we need to 

make the model complete? Shortly explain your answer. 

 

 

 

 

 

1.2) (3 points) Write the above simple macroeconomics model in terms of matrix 

representation.  
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1.3) (5 points) State the condition under which solution is unique.  

 

 

 

 

 

 

1.4) (10 points) Solve for the equilibrium solution of  “C*” using the Cramer’s rule. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


