Macro Economics: - Assignment 2


Q.1): - C. A Competitive Economy Free of Government Intervention Would Result in Full
Employment.
 Q.2: - B. Real Wages Are Back at Long-Run Equilibrium Level
Q.3: - B. There Is Excess Supply and The Exchange Rate Should Fall. 
Q.4: - D. Interest Rate Must Fall to Restore Equilibrium in The Goods Market.
Q.5: - D. Quantitative Easing
Q.6: - C. Real Wages Are Highly Flexible 
Q.7: - C. Negative Relationship Between Inflation and Unemployment
Q.8: - C. Compete 
Q.9: - C. Information on Job Availability 
Q.10: - C. The Price Level Must Have Risen by The Same Proportion as The Increase in The
Money Supply
Q.11: - A. Increase in Public Spending 
Q.12: - B. Positive 
Q.13 D. Higher Levels of Unemployment Result in Higher Level of Inflation.
Q.14: - C. An Inflow of Foreign Investment into Country X. 
Q.15: - B. An Expansionary Monetary Policy. 
Q.16: C. Current Account 
Q.17: - C. Seasonal Unemployment 
Q.18: - B. Money Works as A Factor of Production 
Q.19): - B. Investment and Transaction 
Q 20): - D. Certificate of Deposit 
Q.21): - A. Cash Reserves Only 
Q.22): - D. Fiscal Stimulus to The Economy
Q.23: - C. Bank Rate 
Q.24: - B. Tax Cuts
Q.25: - A. The Extent to Which Investors Prefer to Keep Their Assets in Cash Holdings 
Q.26: - D. Accumulating Money for Saving Does Not Create Demand for Money 
Q.27: - H. Slightly Falls
Q.28: - K. 2016

Q.29: - N. Neutral
Q.30: - D. Better Education and Training 
Q.31: - B. Fall While Import Values Must Rise. 
Q.32: - B. The Purchase of Shares in An Indian Company by Foreign Investors.
Q.33: _- A. Fluctuate More Than Consumer Expenditure.
Q.34: - C. Increase and The Domestic Money Supply Rise.
Q.35: - A. Exports Become Less Expensive When Measured in The Foreign Currency. 
Q.36: - B. High Rates of Interest Are Discouraging Borrowing. 
Q.37: - C. Removal of Barriers to Trade and Capital Movements
 Q.40: - 
The Demand for Money Is Affected by Several Factors, Including the Level of Income, Interest Rates, And Inflation as Well as Uncertainty About the Future. The Way in Which These Factors Affect Money Demand Is Usually Explained in Terms of The Three Motives for Demanding Money: The Transactions, The Precautionary, And the Speculative Motives
Q.41: - 
· I) An Exchange Rate Is the Value of a Country's Currency Vs. That Of Another Country or Economic Zone.
Q.42: - 
·   A Government Experiences a Fiscal Deficit When It Spends More Money Than It Takes in From Taxes and Other Revenues Excluding Debt Over Some Time Period. Deficit Government Spending Increases the Interest Rate, Making Investment Less Attractive
· 
Q.43)
A. Money Supply Will Be Unaffected Because the Public’s Cash Is Withdrawn from Banks and Government Spends It, So It Is Redeposited in The Banking System. Hence, No Overall Change in The Amount of Liquid Cash Held in The Financial System.
B. Increase Because There Will Be More Cash Deposited in Banks, Rather Than Being Held Outside of The Banking System, Which They Can Use to Create Credit.
I)
A. A Fall in The National Income Leads to A Decrease in The Transactions Demand for Money. The Demand for Money Curve Will Shift to The Left.
B. A Decrease in The Expected Value of Domestic Currency Will Cause a Decrease in The Demand for The Currency, I.E., The Demand for Money Curve Will Shift to The Left.


Q.46: -
I) The Labour Market Includes the Supply of Money by Households and The Demand for Labour by Firms. Wages Represent the Price of Labour, Which Provide an Income to Households and Represent a Cost to Firms
I)
If The Wage Rate Rises Above the Equilibrium, Then Some Unemployment Will Arise. This Would Be Known as Real Wage or Classical Unemployment. If The Labour Market Is Free to Return to Equilibrium, Then the Disequilibrium Wage Rate Will Not Last for Long, It Is Called as Disequilibrium Unemployment. 
It Is Possible for There to Be Unemployment at The Equilibrium Wage as Well. Even Though the Demand for Labour May Match the Supply of Labour in Equilibrium, There May Still Be People Who Are Unemployed. This May Be Because They Are Stuck in An Unemployment Trap Where They Are Earning More on Benefits Than They Could in Work, Or It May Be Because the Industry They Were Working for Has Been Shrinking and Their Skills Are Not Required Anymore and Are of No Use in Other Areas. This Type of Unemployment Is Called Equilibrium Unemployment

Q.47: - 

· Currency Exchange Rates Can Impact Merchandise Trade, Economic Growth, Capital Flows, Inflation and Interest Rates.
· Examples Of Large Currency Moves Impacting Financial Markets Include the Asian Financial Crisis and The Unwinding of The Japanese Yen Carry Trade.
· A Reduction in Aggregate Demand Would Reduce Expenditure on Imported Goods and Hence Reduce Supply of Currency in Foreign Exchange Market. A Reduction in Aggregate Demand Would Also Reduce Inflation. With Lower Prices in Domestic Market, Exports Will Be Cheaper and More Attractive to Consumers Aboard and Hence Increase Their Demand for Domestic Currency. There Will Also Less Demand for Expensive Foreign Goods Leading to Lower Imports and Lower Supply of Domestic Currency. Both Effects Will Support Value of Domestic Currency.


48: -
1. (I) 30m Surplus
(I) 10m Deficit
IIIc) -40m
Iv) No, The Country Does Not Have a Fully Flexible Exchange Rate. We Can Deduce This from The Entry Decrease in Official Reserves” Which Indicates That the Central Bank Has Been Purchasing the Domestic Currency
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