
 Student ID:……………………………………… 
Question 1 Fill in the blanks. You must show your work. 

 

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

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

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

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

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

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

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

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

 

Question 2 Fill in the blanks. You must show your work. 

 

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

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

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

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

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

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

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

…………………………………………………………………………………………………………………………………………………………………………………… 
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GNI = GNP

GNP

292.56

to

form

351.7

351.7 355.84

OND= ODPTNFFI GDP deflator : nominal GDP X 100
Real GDP

= 358.97+(9.49-75.90)
= 292.56 100 = 351.7

x 100
Real GDP

GDP = GNP - NffI

=

291.53 - (8.13-68.30) Real GBP2014 = 351-7

= 351.7 GDP deflator : nominal GDP HOO
Real GDP

100.88=758.97×100
Real GDP

Real GBP2015 = 355.84

1.95 4.89

7.34 5.33

Inflation rate : CPInew
- CPIold X 100 't

CPIold

102.51 -100.55×100%100.55

Year 2014 = 1.957
.

Inflation rate Lois = 107.52 - 102.51 XIOOT. Unemployment rate = Unemployed Hoot.
102.51 labour force

= 4.89%
= 0.99 HOO's = 7.34%Year 2012
0.991-12.5

Year 2013 = 0.71 =

5.33%0.711-12.6



 Student ID:……………………………………… 
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? 

…………………………………………………………………………………………………………………………………………………………………………………… 
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GDP=CtItGtX -M GNP -_ GNPTNFFI
= 7454229+437+274-289 = 1356-111
= 1356 = 1245

① = income (M ) = import

budget surplus g5 dollars

trade surplus g 10 dollars

leakage = injection = 40+301-20=351-25-130
90 = 90



 Student ID:……………………………………… 
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. 

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

…………………………………………………………………………………………………………………………………………………………………………………… 
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Use fixed Q

because CPI focus on consumer when the price change the quantity

remain the same because of inflation that fixed Q ( people are not going
to buy another brand they still want to buy same brand )

X IO

X 100

X 10

690 714

CPIza, = Market Basket in Desired year Xiao CPILay
= 76440 HOO

market Basket in Base year

= 6/90 x 100
69/0

= 103.48

CPI2013
= 100

Inflation Lol4 = CPI New - CPI old X 100%

(PIold
= 101.48-COO x 1005.

100

= 3.48%



 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? 

 

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

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

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

…………………………………………………………………………………………………………………………………………………………………………………… 
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311.55 2.35×10-5

-5
321.99 3.35 2.41×10

325.49 1.09 2.42×10-5

GDP deflator = nominal GDP Hop Annual Real growth rate Real GDPNEW - real old
noon.

Real GDPold

Real GDP 2015=321.99-311155 Hoot. =3. 35T.
311.55

98.9 = 708.12 8100

Real GDP
2016=325.49-321.99 floor. = 1.09%

321.99

Real 8DProof 311.55 preeradapoifa = Real ODP
population

100 = 321.99×100
Real GDP

Real GDPLois
= 321.99 2014 = 1331125,53644=2.35×10-5

102.2 = 332.65 HOO 2015 = 321.99 = 2.41×10-5
Real GDP 13340012

Real GDP2016=325.49 2016 = 325.49 = 2.42×10-5
13473412

UCUN

T d

U >UN

A- = Expansion ( high AE) increasing over time

D= Recession (LOW AE ) falling over time

( = Trough (minimum point in the curve ) observe deflation
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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? 

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

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

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

…………………………………………………………………………………………………………………………………………………………………………………… 
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Most MPC = I 0? I-

'

mpc

(TI MPS -

-

O. 25

Impe = to.is
-

-

o. Is =4

SY = 4 if y T by 1 unit = IT 4 Units
II

if y T by 200 Units = I T 4×200 Units = 800

When the country B is open it will have imports and exports so it will have linked

MPC > multiplier is more & MPC 7 multiplier then the multiplier is less

V


