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ATTEMPT THIS (SUBJECTIVE) ON THE SEPARATE ANSWER SHEET PROVIDED
Q.2. Explain the following with examples. (10x2=20)
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i. Gross Domestic Product

/l:r,y",F(G ]
ii. Nominal and Real GDP.
mtﬁf(u(}?md/) i
ii. Demand Pull Inflation -
S L
iv. Quantity Theory of Money
./J)u;‘:«}; v
v. Marginal Propensity to Consume
- Srukf? v
vi. Discount Rate
Lo p M
vii. Balance of Payment
gEblujl; Vil
viil. Indirect Taxes
JE L5, viii
ix. Labor Force
S JAx
X. Functions of Money
u"jl/;[.u' X
Answer the following Questions. (10x3=30)
AL UM L o s

Q.3. What is national income? How it can be measured?
?#@Jé_’fwdl?q_ﬂ/gc&ﬂdi 341
Q4. WII'!at 7is monetary policy? What are the motives and tools of monetary
policy’
e Al Lites £ 40’3 LW P
Q5.  Write note on Quantity Theory of Money?
wlsisns p sty
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Paper: Principles of Macro Economics
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ATTEMPT THIS PAPER ON THIS QUESTION SHEET ONLY. (23 SIgnaturoof Supdt.:
Division of marks is glvgn in front of each guestion. e
his Paper will be collec ck of time limit mentioned abave. X
Q.1. Encircle the right answer cutting and overwriting is not allowed. (10x1=10)
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1. The largest part of national income goes to?

(a) Consumption (b) Government expenditures
(c)  Net Exports (d) Investment
:in;.,de.afd; A
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2. Consumption is a function of:
(a) Savings (b) Interest rate
(¢) Income (d)  Expenditures
_QJW-J/ 2
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3. If money is not used to exchange goods, it is called:
(@) Currency (b) Barter
(¢) Free Trade (d)  Black market
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4. Intermediate goods are not included to calculate the final output because”
(@) Theydo nothave value (b) They have unknown value
(c) Their value Is included in final goods so they are not added to avoid the

problem of double counting
(d)  None of the above
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5. Which of the following is not a function of money?

(a) Hedge against inflation  (b)  Medium of exchange
(c)  Unit of account (d)  None of these
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The policy adopted by central bank to control the credit is called?
(a) Fiscal policy (b)  Monetary policy
(c) Commercial policy (d)  Industrial policy
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Trade balance is

(a) Imports — Exports .(b) Cost — Revenue
(c)  Exports — Imports (d)  None of above
> = AF Y
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_ Which of the following types of unemployment is more problematic?

(@) Cyclical unemployment  (b)  Structural unemployment
(c)  Seasonalunemployment (d)  Disguised unemployment
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The income which a person can use according to its will, is:

(a)  Per capita income (b)  Netincome
(c) Personal income (d)  Disposable income )
:q.l:cféjctf/&lu':fld;. i)
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Real GDP = .....ccccvivrminmmunnianeiieinn
(a) National GDP/Real GDP (b)  Nominal GDP/GDP Deflator
(c) GDP Deflator/Nominal GDP (d)  None of above
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THE ANSWERS MUST BE ATTEMPTED ON THE ANSWER SHEET PROVIDED

Q.1. Answer the following Questions. (5x6=30)

1. Discuss the problems in the computation of national income.
2. What is inflation tax? Who pays for the inflation tax?
3. Explain Okun’s Law.

4. What is exchange rate? Explain the difference between real and nominal exchange rates?

5. What is GDP deflator? How is it calculated?

Q.2. Answer the following Questions. (3x10=30)
1. Using national income identities, prove that excess of saving over investment in the private sector is
equal to the government budget deficit and the trade surplus.
2. Define money and explain its different functions. Also explain various forms of money.

3. What is budget deficit? What are the major reasons of incurring budget deficits in Pakistan? Suggest
some remedial measures.
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TIME ALLOWED: 2 hrs. & 30 mins.
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Attempt this Paper on Separate Answer Sheet provided.

i Exogenous Variables
i Net National Product
iii Nominal and Real GNP
v Induced Investment
v Transaction demand for money
vi  Standard money

viiProportional Reserve System

viii Bank Rate

x  Cost Push Inflation

x  Proportional Tax

5 = SUBJECTIVE PART
Q2 Explain the following with examplcs

(20 marks )

2;50)!‘/ :zu,JQ;(-,u-z

~“-’/:".‘31,a-1

M P L2

Magi 6 g3

Szt F 74

.,J*J,)é_ L&&/:_/;Jl/ -5

/ida&v-ﬁ
BB b o T

£L-8

B HSE SR

Stz -10

Q3 Explain the cireular flow of national income in a two sector economy. £ 10 marks )
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Q4 Define a central bank. What are the major functions of the state bank of Pakistanl0 marks)
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Q3 Define fiscal policy. What are its instruments? Discuss the role of fiscal policy in{10 mmks)

inflation with the hetp of diagram.
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Ql. Encircle the correct answer ‘ ) -
1-Which of the following is not a macro economic issue? 10)
(2)Stagflation (b)National Income Accounting

{c)Deficit Financing  {d)Firm’s behavior
Ut Lo WFUS = €S58
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2-The problems of national income relate to:
{a)Micro economics (b)Macro economics

{c)Welfare economics (dyMathematical economic
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0y - b du 7
=Pbediats -5 Sl

3-The real investment is:
(a)Building of a new factory  (b)Buying stock exchange shares

(c)Depositing money in a building society (d)Depositing money in a commercial bank
G‘—JJ!’:LJ/(}?G
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' whi international transactions is called: F
4-The economy which has no in n C_Jay/n.'&)u:‘q;d-"d'iulu/.’x:}:’&'-4
(a)Closed economy (b)Open economy '
Y SR
(c)One sector economy  (d)Twao sectors economy
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5-The income which a person can use according to his will, is: LJM;CL)'J,:-; 3 -d"d"’_.( P
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{a}Personal income (b)Disposable personal income

(¢) Net income (d)Per capita income

6- Income and employment are at peak tevel during:
(a)Recovery (b)Boom
(c)Depression (d)Recession
7-Which is not autonomous investment:
(a}Establishment of hospitals (b)Construction of roads

(¢)Expenditure on goods and services (d)Construction of dam

8-Induced consumption relates to:
(a)Savings (b)Production

(c)income (d)Investment

9-The refationship between quantity of money and prices is:
(a)Direct {b)Inverse

(¢)Parallel (d)(ndirect

10-The (:,hﬂnge in the bank rate is an instrument of:
(a)Monetary policy (b)Fiscal policy

(¢)Agriculture policy (d)Commercial policy
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Average revenue is always equal to :
A. Price
B. Total Revenue
C. Marginal Revenue
D. None

Economists use the term marginal utility to mean

A additional satisfaction gained divided by additional cost of the

last unit.

B. additional satisfaction gained by the consumption of one more
unit of a good.

€ total satisfaction gained -when consuming a given number of
units.
D. the process of comparing marginal units of all goods which could

be purchased.

8 The law of diminishing marginal utility states that

10

A. total satisfaction will decrease as more units of the good are
consumed.

B. the satisfaction derived from each additional unit of a good
consumed will decrease.

C. total utility will become negative.

D. Both the first and third option.

Indifference curves cannot

be L shaped

be straight lines

intersect

all of the above

The costs that depend on output in the short run are
; total variable costs only.

: both total variable costs and total costs.

A
B
C
D

total costs only.

A
B
(&
D total fixed cost only.
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Attempt this Paper on Separate Answer Sheet provided.

SUBJECTIVE PART

Q2. Explain the following with examples 20
i. Gross Domestic Product (GDP)
ii. Unemployment
iii. Inflation
iv. Autonomous Consumption
v. Marginal Propensity to Consume
vi. Labour Force
vii. Open Market Operation
viii. Recessionary Gap
ix. Balance of Trade
x. Direct taxes

Q3. What are the major tools of fiscal policy? How [  (10)

these tools are used

Q4. Explain the methods that can be used to measure (10)
National Income.

Qs. | What are the major functions of central bank? (10)
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Objective Part

Ql. Encircle the correct answer. 10

That part of consumption which does not depend
1 upon the level of income is called as:

a) Autonomous Consumption

b) Induced Consumption

¢) Consumption Function
" d) None of the above "
Marginal Propensity to Consume (MPC) is defined
1l as:

a) Change in Income divided by Change in
Consumption
b) Change in Savings divided by Change in
Consumption
¢) Change in Consumption divided by Change in
Income
d) Change in Savings divided by Change in
Investment
If Govt. spending (G) is less than tax revenue (T)
i then the budget will be
a) Surplus
b) Deficit
¢) Balanced
d) None of the above
That inflation which emerges in an economy due to
v an increase in Cost of Production is called as:
a) Demand-Pull Inflation
b) Non-Food Inflation
¢) Cost-Push Inflation
d) All of the above

P.T.0.
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The buying and selling of Bonds by the Central Bank
is called as:

a) Discount Rate

b) Required Reserve Ratio

¢) Open Market Operation

d) None of the above

Vi

Nations output minus the capital used to obtain is
called as

a) GDP

b) GNP

¢) NDP

d) NNP

Vil

National Income cannot be measured by:
(@)  Production Method
(b) Expenditure Method
() GDP Deflator
(d) Income Method

VIl

Difference  between Disposable  Income and
Consumption is:

(a) Savings

(b)  Consumption
(¢) Investment
(d) _Net Income

IX

The situation in which there is no significant increase
in output but a continuous increase in general price
level is called as

(a)  Inflationary gap

(b)  Recessionary gap

(c)  Stagflation

(d) _ Balanced budget

Which of the following statement is truc?

(a) Financial Transactions and
government  transfer payments are
included in GDP

(b)  The trading of bonds and stocks,
Exchange of assets etc. are included in
GDP

(c) Social costs are not accounted for
GDP

(d)  Drug production, Smuggling,
Prostitution and transactions not
reported to tax authorities are
accounted for GDP




6-The basic function of the central bank is:

(a)To control credit (b) To Eamn Profit  (c¢)To Collect Deposits  (d) To Create Credit i
> tﬁuﬁ/bd:?hﬁd‘)’//‘-ﬁ
eE Y Logadn eS8 g Wi o) eSS
7-The policy adopted by the central bank to control credit is called:
(a)Fiscal Policy (b)Industrial Policy (¢)Monctary Policy (d)Commercial Policy
:.;,JM‘(.rf,y‘r‘nggz_ﬁd;}z_i LL SIS
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8-When general price level increases due to ncrease in aggregate demand, il is known as;
(a)Stagflation {b)Hyper Inflation (c)Demand Pull Inflation (d)Cost Push Inflation
b Dot 2 F L W St Ut e
458 E ) LA () GHAAT (o s AN
9-The relation between quantity of money and price is:
(a)Positive (b)Negative (¢)Direct (d)Inverse
e tn oL md iy e
NZS) b 24 & :ﬁ@")
10-One is not the cause of adverse balance of payments:
(aJincrease 1n imports (b)Decrease i exports (c) Population Control (d)[nflaticn
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Q-2 Explain the following with examples:

i-Boom

ii-Seasonal Unemployment
iii-Gross Domestic Product

tv-Per Capita Income

v-Marginal Propensity to Consume
vi-Token Money

vii-Stagllation

viiil-ll)ircc'\ lax

ix-Current Account

x-Protection

(10x2=20)

Roll Nos wsiisisvsionisssionse: 8

TIME ALLOWED: 2 Hrs. & 45 Mints.
MAX. MARKS: 50
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Q-3- Explain the total product method of measuring nalional income and write precautions. (10 marks)
10y - yFednlE pLmnSL T Jonii 3 Ay

Q-4-Define money. What are the important functions of money?(10 marks)
U ewf u:{gwyf'i-/i-u_'fbé;_;,i4-/_‘”‘"
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Q-3-Describe the sources of public revenue. (10 marks)
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encircle the co tion, carries 1 Mark. T r will be collected

back after expiry of time limit mentioned above.

Encircle the Right Answer: (10x1=10)

i-A lemporary unemploymerit which exists during the period of transfer of labour from one occupation to
anather is called:

(a)Voluntary Unemployment (b)lnvoluntary Unemployment
(c)Cyclical Unemployment (d)Frictional Unemployment

e ‘)Un/_z‘.&xl)_,_';g. )lJL;/?!;éC_—/N&é%'L&; f}’.'\;';f.:ut‘.—v;'f!“l
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2-The investinent which undertaken independently of the fevel of income is known as:
;ﬂALLt(momous Investment (b)Induced lnvestment (c)Public Investment (d)Private Investment
BRI ORI 7 AT R AN E LT PR
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3-The consumption expenditure shows the relationship between consumption and:
{a)[nterest Rate (b)Saving (c)Price Level Changes (d)Disposable Income
ekt it P applditiwdraieis
BT A1 () drurl Sus e cHod el
v4-'1 he ratio between consumption and income is called:

{a)Average Propensity to Consume  (b)Marginzl Propensity 1o Consume

{¢)Consumption Function (d)Saving Function
;Q,Juf.;..éuyuijmﬁf._‘f«/l
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5-Macro Economics does not discuss:

{2)Unemployment (b)Price Theory (cMnflation (d)Banking
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