ECO 202: Final Exam Study Guide

(150 pts. - comprehensive)

A. A few things you should be familiar with:

· The fundamental economic problem

· Production possibilities frontiers

· Economic growth

· Macroeconomics fundamentals

· Circular flow 

· Calculating GDP

· Business Cycles

· Price/level and inflation

· Types of unemployment

· Calculating unemployment

· Fiscal policy, multipliers

· M1, M2 Money

· Aggregate Expenditure

· Creation of Money, multiplier

· Federal budget

· Exchange rates (if we get to it on 11/17)

B. READ through the textbook!

C. Types of problems:

1. In economic terminology, the accumulated training and education that workers receive that increases their productivity is referred to as _________?

2. True or False: In order to decrease the monetary base, the Fed sells government securities.

3. A point that falls inside the production possibilities curve shows

a) misuse of resources

b) unemployment

c) underemployment of resources

d) any of the above

4. The working age population is the sum of people

a) in the labor force and people looking for work

b) in the labor force and people with a job

c) looking for work and those in the armed forces

d) in the labor force and people who are not in the labor force.

5. Which of the following transactions is included in GDP?

a) income given to a college student by her parents.

b) Income received by a college student for working in the college dining hall.

c) Income given to a family on welfare.

d) Social security check received by an elderly couple.

6. What is the discount rate?

7. What are the factors of production?

8. Which of the following is not an important factor affecting economic growth?

a) the rate of saving

b) the growth of leisure

c) the rate of growth of capital

d) the rate of growth in labor productivity

9. Who controls the money supply?

10. An observer notes that over the past 12 months the unemployment rate has fallen.  Also, the rate of growth in real GDP has been positive.  What stage of the business cycle does this suggest?

11. True or False:  modern macroeconomics had its beginnings in the 1700's.

12. Federal Reserve banks

a) are located in each of the 50 states

b) are run by the governors of the states in which they are located

c) provide general banking services

d) none of the above

13. True or false: Checks are money.

14. Suppose GDP is $4,000 billion and aggregate expenditures are $3,750 billion.  By how much would inventories change?
a) $250 billion
b) $100 billion.

c) $0 billion
d) -$250 billion

15. True or false:  Macroeconomics deals with topics like the demand for milk and the price of chocolate syrup.

16. Which of the following actions by the Fed would increase the money supply?

a) increasing the required-reserve ratio.

b) Selling government bonds in the open market.

c) Increasing the discount rate.

d) Reducing the required-reserve ratio.

17. The spending multiplier = 1/req. res. ratio True or False?

18. Which of the following is not considered an automatic stabilizer?

a) food stamp program for people with low incomes

b) welfare program for families with children

c) Medicaid, a health program for the poor

d) Financial assistance for disabled people

Answers:

1. human capital

2. True

3. D

4. D

5. B

6. Interest rate the Fed charges on loans banks make from the Fed.

7. Land, labor, capital, entrepreneurship

8. B

9. The Fed

10. An expansion

11. False

12. D

13. false, the checking deposit is money, not the check itself

14. A
15. False, if you missed this one, you better study!

16. D

17. false, the spending multiplier = 1/{1-MPC} 
18. D

