SI Econ 102 Exam 2 Review

1. What does the term capital refer to when used in Macroeconomics?

2.  How do you calculate GDP using the expenditure approach? And what does GDP stand for?
3.  How do you calculate GDP using the income approach?

4.  What is the difference between real and nominal GDP?

5.  If the economy enters a recession:


a. cyclical unemployment increases


b. cyclical unemployment decreases


c. structural unemployment increases


d. none of the above

6.  List 4 reasons why price indices overstate inflation and provide an example of each.

7.  What is the Fischer formula?

8.  If the nominal or money wage rate is 18.50 and the price level is 120 what is the real wage rate?

9.  What does the real wage rate measure?

10.  List 3 price indices.

11.  If the nominal interest rate is 6% and the inflation rate is 5% what is the real interest rate?
12.  Why is the demand for labor curve downward sloping?
13. Is depreciation a stock or a flow?

14.  Is investment a stock or a flow?

15.  The amount of capital in the economy at a given time is called what?

16.  Under the classical view the economy operates at what employment level?

17.  A higher than equilibrium real wage rate causes what in the labor market?

18.  Why would a profit maximizing business pay a higher than necessary real wage?

19.  List the labor supply shifters.

20.  List the labor supply shifters.

21.  What is the effect of an increase in technology on the real wage?

22.  What is the effect of a decrease in the working age populating on the real wage?

23.  Draw the loadable funds market.   

24.  An increase in the real interest rate causes what to happen to investment given no change in expected profits.  

25. What are the three main goals of the economy?

26. What are the four types of unemployment? List and briefly describe each type.

27. Which of the following are not in the labor force?

a. a person who is working part time

b. a person who is not working but has tried to find a job within the past week

c. a person who is not working but has not tried to find a job

28. Use the information provided below to answer the following questions.

	Total Working Age Population
	Currently Employed
	Not working and looking for work
	Want to work but no longer looking for work (discouraged workers)

	100
	50
	5
	2


a. What is the labor force participation rate?

b. What is the Unemployment rate?

c. What is the employment to population ratio?

29. Use the fischer formula to determine what the real interest rate is if the nominal interest rate is 10% and inflation is 7%.

30. 
Suppose there are two goods in the economy; lamps and books.  Each has a price PL and PB  respectively.  Use 2006 as the base year and the following data to answer the questions below.

	Year
	PL
	PB
	QL
	QB

	2006
	100
	110
	10
	5

	2007
	105
	110
	20
	7

	2008
	108
	115
	17
	10


a. Calculate nomial GDP for each year (show formula and work)

b. Calculate real GDP for each year (show formula and work)

c. Calculate the Price Level in each year (show formula and work)

d. What is the inflation rate for 2007?

e. What is the rate of economic growth for 2008?

