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1. Is the following a stock or flow variable?

2.1 Inventories- stocx 2.2 Change in Inventories- fow
2.3 Money Supply - stecx 2.4 Change in Money- ¢
Supply

2.5 National Income-#ow 2.6 Expenditure - flow

2.7 Wealth- ste 2.8 Population-sto«

2.9 Capital - ste<x 2.10 Interest - flow

2. What 1s the difference between GDP and GNP? When looking at
the US and China, which country do you expect to have higher
GNP? Why?

6DP = the total market vale of all the goods U services groductd within o counlry
6N P = meqsure of economic u(\\-\oe'-nj of the wuqto’: nqfional
U would Qro\oﬂab have Wigher ON? veause mny us a¥izent went ablgad and started Aweir

"'Mﬂlﬁj W et couqtries

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 ~ Va'ue add d

Growing Apple 12 Y
g:rl;ii 12 ? ; Suue added ¢ 60f
Shipping 20 N 60 20 ¥
Retail Sale 22 bt

4. What 1s Transfer Payment? Why is it not included in GDP?

teaasfer payment = gayment mmde / income ceceived in wWch o 3/5 are bc‘-tl) pud for
oI5 At imdaded W 60R becuuse & g only a cedistribytion of income g S0 tae monty

i5 not used for nn\-,*h'.q, yet (,,,\J counted when ¢ eoplt spend fhe mong)



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

interested Yecause the ceal 6DP 15 +he wglug +had g dlready adjusted for price change
(v iptiation / dLGln"-an‘)
®g. We uSt We boge year Qr‘-ct of 2018 and ¢he quanfity sdd of 2020 to calculie the
60P of 2ol0
*  the problem assocated w/ e rew) B6OP is thad since we calewated 4 on #he grice of the buse
yeary we will not fae e, aflation [derigtion into acount: Alto, Some ase year an e o Gng

a90. This can cawse sight mis calculadion i the 60¢

6, Suppose 2018 1s the base year. What can we say about Real GDP,
Nominal GDP, and GDP Deflator of 20187

¢ we will use the grice of 201y 4o <ulculate +ne (el ©pP
* we will net use she grce of A0S te calulare +he fominal GDP

° we will alculale the GOP defigior sharfing G & baged on the loage yeaf

7. Explain three limitations of the GDP concept.

‘I) equlity = 69¢ measures e output per person s i dots aot dell wg taything apoud
we distrivution o weq\thn
L) ncome = GDP dots ot count e unregott ed (:\\eyql') wcome earned to  account

3) mem.mj < 60P dot not dque indo accound Ahe cot/wenelit of Wt Wird gardy in productio



8. 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$. ¢

- The citizens bought 4 new houses, each worth 150$. T

- The citizens grew rice for their own consumption. The rice was
worth 5008. not lwylated as 60P

- The firms bought 6 used machines, each worth 50$. net ©*

- The firms bought 8 car parts, each worth 25$. *

- The government bought 4 new computers, each worth 508$. ©

- The government paid 1000$ to the poor as welfare payment. not 60

- The citizens bought 10 imported ships, each worth 100$.

- The firms sold 4 planes abroad, each worth 200$. ¥

60 1Cso) ¢ ACH0D + g qS «4Cf0) 1 4Cav0)-10C100) =[y1300$
v A~
@ T © ¥ M

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

20121 3 2 3 3 3
2013|3 1 4 2 1 4
20142 2 3 4 2 1
20154 4 1 1 4 2
nvmmL] X 100
Year Nominal GDP Real GDP GDP Deflator  rea)
2012 % g 00
2013 %8 9 19 .
oota 1 13 137.46 wlation cale .
2015 LS 11 Ly . 33 :M\ - 0,300

13846 7



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

Billions of Dollars

GDP 8000
Receipts of factar income from the rest of the world 250
Payments of factar 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

gov ernment and consumers 300
Transfer payments to persons 1100
Personal taxes 1000

GNP = GOP+ (‘ore‘udn sectol
= go0o + (150 -3007) =|’%150
NNP= BNP- deprecation

D

11. Using the table below, Calculate the following items. VD) 6PT = NDY ¢ o\ure cation
11.1 Gross domestic investment
11.2 GDP, using the expenditure approach 39+ b=
11.3 GNP
11.4 NNP
11.3 National Income, using the income approach 1) 6P < CHrT+0B4X-M
(Do not worry if NNP and NI differ greatly.)
Tabe 6.5 21203.24 8L+ M6.8 + 019, - 2359
Depreciation 680
C i f )t 14077 s
cznpfﬂfé}ﬁs e 2576 | 33:‘ 3. L
Dividends 784
Exports 2128
Government purchases 716.8
Imports 3 =
L= = 3) GNP = 6P + wert
Net interest income 1822
Net private domestic investment 784.0 = 8349.6*% (35, Q- Gr, [ )
Personal consumption expenditures 2,2032
Personal interest income 1120 =
Rexeipts of factor income from therest of the world 352 | 3%1 b L
Personal taxes 627.2
Proprietor's income 173.9
Payments of factor incometo the restofthe world 688
Rental income A1 -
Social irsurance pay ments 3808 Q) MNP 6NP- depreciglion
Subsidies 48
Transfer payments 5040 2 3'16 A 1‘3 :|s ‘q$

%) NI=wie+ Cp*ncprink * (h,‘—mbﬁe‘l]?
2 0%F +969.6+ 173.9 +24.14182.24548.6 -44.8

frows)



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

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 =

< & +X -~
Consunllj}ijr}) ) os00 ¢ WO AR 900
Investment 3000 = 9800 ¢ 3000 + 3200 t €50 -90
Depreciation 1750 __ e same
Profits 2400 7
Exports 850 incoMe agp

Compensation of employees 11500 gy = 600+ ycEL-D 1§6§p-0 =| 4 bo |
Government purchases 3200 NN = BNY - dep 9 10bSo - 1350 = 4 9909
Direct taxes 1200 H

it {572}
Saving 1600 m
Imports 900




