OJMR SHEET FOR

‘ull employment without inflation is known

[ the production o

al iIncome and, in turn,

model

“,“i , level of investment v

 on investment

NOowW u“iiux.u_..‘l‘ (!




9. The steepness of IS curve depends on---
a. The elaslicity of investment demand
curve;
¢. Demand for money

10. The position of IS curve depends on---
a. Rate of interest

¢. Autonomous expenditure

11.

desired money holdings by
individuals

¢. The combinations of r and Y that
maintain equilibrium in the goods
market.

12. Demand-pull inflation may be caused by:
a. An increase in cosls

¢. A reduction in governmenl spending

b. The size of the multiplier;

d. Botha&b

b. Rate of investment,
d. None of the above

Which of the following best defines the LM curve?
a. lllustrates the effects of changes in r on

b. [llustrates the effects of changes in r on
investment.

d. The combinations of r and Y that
maintain equilibrium in financial
markels.

b. A reduction in inlerest rates
d. An outward shift in aggregate supply

13. An increase in injections into the economy may lead to:

a. An outward shift of aggregate
demand and demand-pull inflation
¢. Anoutward shift of aggregate supply

and demand-pull inflation

b. An outward shift of aggregate demand
and cost-push inflation

d. Anoutward shift of aggregate supply
and cost-push inflation

14. According to the Phillips curve, unemployment will return to the natural rate when:

a. Nominal wages are equal to expected
wages

<. Nominal wages are growing, faster
than inflation

15. Ina boom:
a. Unemployment is likely to fall
¢. Demand is likely to fall

b. Real wages are back at long-run
equilibrium level.

d. Inflation is higher than the growth of
nominal wages

b. Prices are likely to fall
d. Imports are likely to fall

16. When aggregate economic activity is declining, the economy is said to be in

a. A contraction
¢. Alrough

17. Economists use the term shocks to mean
a. Unexpected government actions thal
affect the economy

¢. Sudden rises in oil prices.

18. The quantily theory of money is a theory of

a. How the money supply is delermined.
c. How the nominal value of aggregale
income is delermined.

19. The velocity of money is
a. The average number of times that a
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b. An expansion.
d. A turning point.

b. Typically, unpredictable forces that
have major impacts on the economy
d. The business cycles.

b. How inlterest rates are determined.
d. All of the above.

b. The ratio of the money stock to high-
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