
           HARMATTAN SEMESTER EXAMINATION, 2014/2015 SESSION 

     COURSE CODE: ECN 203, COURSE TITLE: Macroeconomics I, CREDIT UNIT: 3

INSTRUCTION: Answer ALL questions in SECTION A and SECTION B; TIME ALLOWED: 

2hours

SECTION A: Answer all question.

Fill in the blank spaces with the appropriate answers [30marks]

[a]. In macroeconomics, the principle that irrelevant details should be cut away is know 

as.......................................................................

[b]. The compilation of data that describe phenomena and facts is termed.......................

[c]................is a statement or set of related statements about case and effect,action and reaction.

[d] In a (C+I+G) model, there is.................relationship between the value of income tax and the 

value of the expenditure multiplier.

[e] An increase in leakages results in a decrease in ........................ output

[f] When an increase in government spending is matched by an equal decrease in government 

transfers,output will .........................

[g] In a two sector model, consumption is N40 + 0.90Y and investment is N50,equilibrium output 

is........................

[h] The amount of money held for transaction is ............................ related to the rate of interest.

[i] The slope of IS curve decreases when there is an increase in the .......................

[j] Output may exceed its full employment level when aggregate supply is........................sloped  

[k] There is a negative relationship beteen interest rate on bonds and..............................

[l] When output exceeds spending, there is unsold output, and the level of outut produced 

will...................

[m] When savings is greater than investment in a two sector model, .......................... should 

increase.

[n] Savings is a .................... from the circular flow of income while investment is an injection.

[o] Say's law of markets states that .......................................

SECTION B: ANSWER ALL QUESTIONS

1. Suppose an economy is characterised by the ollwing equations:

  Y=C + I + G.........(i);   C=a + ß1111Y..........(ii);   I=Io...........(iii)   G=Go.......(iv)

Where C=consumption expenditure, I=investment fixed at Io,  G=government expenditure fixed at

Go.

 Using matrix algebra determine:  (a) the equilibrium level of national income;   (b) government 

expenditure multiplier                                    10 marks

2.(a) Evaluate he marginal propensity to consume (MPC) when the multplier is 10,5,4,2 and 3.      

10 marks  

  (b) In not more than 4 sentences,establish the relationship between the marginal propensity to 

consume and the value of the multiplier.                   5 marks

3.In not more than 5 sentences each,answer the following questions

(a) What is price index?                                              2.5 marks

(b) What does price deflator measures?                                5 marks
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(c) Explain and differentiate Nominal GDP and Real GDP                 5 marks

(d) What do you understand by a leakage from the circular flow of income? 2.5marks
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