__ 1 Suppose that the nominal value of GDP increased by approximately 2 percent during a
given

vear, but real GDP decreased by 3 percent. Which of the following best explains these events?
a The money supply decreased by approximately 3 percent.

b. Prices fell by approximately > percent

c. Prices increased by approximately 2 percent

d. The real productive capacity of the economy increased by approximately 3 percent.

2. It a local shop buys a used motorcycle for 51,000, refurbishes it, and resells it for 52 300,
the
a shop contributes value added equal to 31,300, but nothing is added to GDP.
b. shop contributes value added equal to 51,500, and consequently 51,500 is added to GDP.
c. shop contributes nothing to production becanse only existing goods are involved.
d. shop contributes value added equal to 52,300, but only 51,500 is added w GDP.

_ 3 If a small municipal government buys 55,000 worth of business supplies, spends $33,000
to hire

an administrator, and spends $26,000 for a new automobile used by the administrator, this
municipal government's contribution to GDP is

a $0.

b. 535,000.

c. $60,000.

d. 586,000.

Use the table below to choose the cormect answer.
Table 7-3

Personal consumption expenditures 5600
Gowvernment consumption and gross investment 230
Rent income 130

Net investment expendinires 200

(Gross imports 30

Personal savings 230

(Gross exports 20
Depreciaticn (private sector) 100

4. Refer to Table 7-3. Gross domestic product equals

__ 2. Suppose the consumer price index (CPI) stands at 250 this vear. If the inflation rate is 10
percent,

then next year's CPI will equal

a 220.

b. 260.

c 272
d. 300.

6. A price index is designed to measure
a changes in the general level of employment across time periods.



b. changes in the quantity of cutput produced across dime periods.

c. the market value of output produced during the current period with the value of owutput
produced during an earlier ime period.

d. the cost of buying a market basket of goods at a point in time relative to the cost of buying
the same market basket during an earlier ime period.

7. The consumer price index (CPI) and the GDP deflator are designed to measure the degree
to

which

a there have been changes in the proportions of naticnal income generated by (and thus
earned by) the rich relative to the poor.

b. the cost of purchasing a bundle of goods has changed owver time.

C. consumption patterns have changed with time.

d. consumer prices have risen over and above increases in worker wages.

__ & If a used-car dealer purchases a used car for 51,000, restores it, and resells it for 51,500,
the

dealer contributes

a value added equal to 5300, but nothing is added to GDP.

b. value added equal to 5500, and consequently 5500 is added to GDP.

c. nothing to production because only existing goods are involved.

d. value added equal to 51,500, but only $500 is added to GDF.
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