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Q.1. Macroeconomics is the study of _____________. 

  a. Individual Households  

  b. Total Income earned by an economy  

  c. Average Income earned by an economy  

  d.Totals and average income earned by the economy 

    

Q.2.  Which of the following is not covered under the scope of Macroeconomics? 

  a. Study of policymaking  

  b. Behaviour of the economy  

  c. To understand the development of individual sectors  

  d. To control business cycles 

    

Q.3. Which of the following approaches is the best for the calculation of National Income? 

  a. Income Approach  

  b. Expenditure Approach  

  c. Value of Output Approach  

  d. Income, Expenditure and Value of output Approach 

    

Q.4. Why is Green GDP necessary? 

  a. Helps in understanding value of environment  

  b. It is inflation adjusted and therefore appropriate  

  c. It is recommended by various organisations  

  d. Helps in understanding cost to the environment due to production activities 

    

Q. 5. Which of the following is not a part of GNP calculations? 

  a. Private Consumption  

  b. Exports of goods and services  

  c. Depreciation  

  d. Income earned from abroad 

    

Q.6. What is the role of firms in the circular flow of income in a closed economy? 

  a. To purchase goods  

  b. To earn income through wages  

 



  c. To produce goods  

  d. To provide capital 

    

Q.7. Which of the following is not an injection into the circular flow of national income? 

  a. Government expenditure  

  b. Government salaries paid to civil servants  

  c. Government taxation  

  d. The purchase of a domestically produced good by a foreign company 

    

Q.8. 
Which one of the following items constitutes a leakage from the circular flow of 
income of an economy? 

  a. The purchase of a domestically produced good by a domestic company  

  b. The purchase of a domestically produced good by a foreign company  

  c. The payment of value added tax on goods sold in the domestic market  

  d. Government aid to companies in financial difficulties  

    

Q.9.  Which one of the following is an injection into the circular flow of income? 

  a. Personal income tax  

  b. Government purchases of factor services  

  c. Imports  

  d. Business tax 

    

Q.10.  In GNP calculation which of the following should be excluded? 

  a. Rental incomes  

  b. Interest payments  

  c. Dividends  

  d. Government transfer payment 

    

Q.11. Which of the following is an example of macroeconomics? 

  a. Price determination  

  b. Consumer’s equilibrium  

  c. Producer’s equilibrium  

  d. Inflation determination 

    

Q.12.  Which out of the following is included in National Income estimation? 

  a. Old-age pension  

  b.. Scholarship  

  c. Unemployment Fund  

  d. Subsidized Lunch at Office 

    

Q.13. In which case Net Indirect taxes are equal to zero? 

  a. Indirect taxes < subsidies  

  b. Indirect taxes > subsidies  

  c. Indirect taxes = subsidies  

  d. Indirect taxes and Subsidies have no relationship 

    



Q.14. Which of the following is NOT considered one of the basic factors of production? 

  a. Revenue  

  b. Labour  

  c. Land  

  d. Capital 

    

Q.15. 
 Macroeconomics as a separate branch came to be studied after the contributions of 
which economist? 

  a. Adam Smith  

  b. John Maynard Keynes  

  c. F. Hayek  

  d. Samuelson 

    

Q.16. Macroeconomics is a study of economics that deals with which 4 major factors? 

  a.  Households, firms, government, and demand-supply  

  b. Households, firms, government and external sector  

  c. Firms, government, free-market, and regulations  

  d. Households, Firms, Market and government 

    

Q.17. 
 Intermediate goods are not included to calculate the final output because 
______________ 

  a. They do not have value  

  b. They have unknown value thus cannot understand the correct value.  

  
c. Their value is included in final goods so they are not added to avoid the problem of 
double counting 

  d. They are irrelevant 

    

Q.18. Which of the following is NOT considered an investment in Economics? 

  a. A farmer who replaces an old fence with a new fence. 

  b.  A businessman updates his computer.  

  c. A new factory is built.  

  d. A person putting funds into a term deposit. 

    

Q.19. The Circular Flow Diagram is a model showing _________ 

  a. The relationship between major sectors of the economy.  

  b. That the different sectors of the economy are interdependent.  

  c. How the market system works.  

  d. The relative importance of the different sectors of the economy 

    

Q.20. The concept of Economic Welfare was propounded by? 

  a. William Nordhaus  

  b. John Maynard Keynes  

  c. Adam Smith  

  d. Ricardo 

    



Q.21.  The difference between gross investment and net investment is  

  a. Depreciation  

  b. Acceleration  

  c. Deceleration  

  d. Capital investment 

    

Q.22.  A period of expansion and contraction measured by real GDP is called  

  a. Business cycle  

  b. Expansion  

  c. Recession  

  d. Contraction 

    

Q.23. Which of the following is not usually a macro-economic objective? 

  a. More inequality  

  b. Higher GDP  

  c. Lower inflation  

  d. Lower unemployment 

    

Q.24. Say's law states that ____________. 

  a. we can have an inflation or recession, but never both at the same time 

  b. the normal state of economic affairs is recession 

  c. demand creates its own supply 

  d. supply creates its own demand  

    

Q.25. 
Macroeconomics distinguishes between the real economy and the 
____________________. 

  a. monetary economy 

  b.virtual economy 

  c. normative economy 

  d. underground economy 

    

Q.26. During business cycles the opposite of a trough is ___________. 

  a. an inflation 

  b. hyperinflation 

  c. peak 

  d. trough 

    

Q.27. 
When aggregate economic activity is declining, the economy is said to be in 
_____________. 

  a. a contraction. 

  b.  an expansion. 

  c.  a trough.  

  d. a turning point. 

    

Q.28. Which of the following topics is NOT a primary concern of macroeconomists? 

  a. fluctuations in the level of economic activity 

  b. differences in standards of living across countries 



  c. relative wages of skilled and unskilled workers 

  d. unemployment 

    

Q.29. Which of the following questions is of most interest for MACROECONOMIST? 

  a.Why is there inflation? 

  b. Why does the steel industry want tariffs? 

  c. What is the appropriate stance of antitrust policy? 

  d. Why do foreigners immigrate to the United etates? 

    

Q. 30.  Which one of the following is not the characteristic of business cycle? 

  a. They are recurrent 

  b. They are not at regular intervals 

  c. They have uniform causes 

  d. They don't have uniform causes 

    

Q.31. The turning points of the business cycle are _____________________. 

  a. Expansion and Peak 

  b. Peak and Contraction 

  c. Contraction and Trough 

  d. Peak and Trough 

    

Q.32.  _________________ refers to the top or the highest point of business cycle. 

  a. Expansion 

  b. Peak 

  c. Expansion and Peak 

  d. trough 

    

Q.33.  Involuntary unemployment is almost zero in the _____ phase of business cycle. 

  a. Expansion 

  b. Contraction 

  c. Trough 

  d. Depression 

    

Q.34. The economy is said to be overheated at the _____ phase of business cycle. 

  a. Expansion 

  b. Peak 

  c. Contraction 

  d. Depression 

    

Q.35. Cost of living increases when business cycle is __________. 

  a. expanding 

  b. contracting 

  c. at peak 

  d. at lowest point 

    



Q.36. 
There is large scale of involuntary unemployment in the _____ phase of business 
cycle. 

  a. expansion 

  b. peak 

  c. contraction 

  d. trough 

    

Q.37. 
Fall in the level of investments, fall in production, fall in employment, fall stock prices, 
etc. are found during _____ phase of business cycle. 

  a. expansion 

  b. boom 

  c. peak 

  d. contraction 

    

Q.38. All but one are the endogenous factors of business cycle: 

  a. War 

  b. Changes in government spending 

  c. Money supply 

  d. Fluctuations in investments 

    

Q.39. 
 ______________ is the severe form of recession with lowest level of economic 
activity. 

  a. Upswing 

  b. Depression 

  c. Downswing 

  d. Peak 

    

Q.40. Fall in the interest rates is a typical feature of ____________________. 

  a. recovery 

  b. boom 

  c. depression 

  d. contraction 

    

Q.41. 
Piyush’s mother is a teacher. She also teaches Piyush. How would youtreat this 
white calculating national income and domestic income ? 

  a. It will be included in the national income, but not in the domestic income. 

  b. It will be included in the domestic income, but not in the national income. 

  c. It will be included in domestic income as well as national income. 

  d. It will neither be included in the domestic income nor in the national income. 

    

Q.42. Output means ____________________ unless stated otherwise. 

  a. Gross output at MP 

  b. Net output at MP 

  c. Gross output at FC 

  d. Gross input at FC 

    



Q.43. Which of the following is not a component of domestic income ? 

  a. Operating surplus 

  b. Compensation of employees 

  c. Net factor income from abroad 

  d. Mixed income 

    

Q.44. A growing country is one whose 

  a. GNP is rising at current prices 

  b. GNP is constant at constant prices 

  c. GNP is rising at constant prices 

  d. GDP is falling at current prices 

    

Q.45. If factor cost is greater than marker price, it means that 

  a. Indirect taxes < subsidies 

  b. Indirect taxes > subsidies 

  c. I.T = subsidies 

  d. they don't have a relationship 

    

Q.46. Which of the following is not true about final goods ? 

  a. Final gods satisfy wants of ultimate consumers and producers. 

  b. Final goods have direct demand as they satisfy the wants directly. 

  c. Final goods are subject to further transformation in the process of production. 

  d. Final goods are neither used up as raw-material nor for resale in the same year. 

    

Q.47. Which of following is not included in national income ? 

  a. Factor income 

  b. Rent 

  c. Operating surplus 

  d. Transfer income 

    

Q.48. Which of following is not a final good ? 

  a. Machinery purchased by dealer 

  b. Machinery purchased by a factory 

  c. Use of petrol 

  d. Washing machine 

    

Q.49. Which of the following statement is inconsistent with Say’s Law? 

  a. The economy has flexible wages and prices.  

  b. The economy’s level of investment solely depends on the level of income.  

  c. The economy will produce at full employment level of output.  

  d. The economy has an environment of “laissez faire” 

    

Q.50. 
If GNP for Vatican City, the smallest country in the world is 200 million euros in year 
2001 and its population is 890, GNP per capita is ____________. 



  a. 2000 - 890 

  b. 200/ 890 

  c. 200,000,000 / 890 

  d. 200 

    

Q.51. 
If GDP for Barbados is $260 million in 2005 and its population is 260, 000, GDP per 
capita is ____________. 

  a. 1000 

  b. 260 

  c. 0.001 

  d. 259740 

    

Q.52. 
If GDP for Palau a small country near southeast of the Philippines is $130 million in 
2002 and its population is 20,000, GDP per capita is ____________. 

  a. 6500 

  b. 130 

  c. 0.0065 

  d. 650 
    

Q.53. 
If GNP per capita at constant prices for Ghana is US$360 and US$364 in 1996 and 
1997 respectively, the real economic growth from 1996 to 1997 is ____________. 

  a. 4% 

  b. 1.11% 

  c. 0.011% 

  d. 11% 

    

Q.54. 
If GDP for Maldives is $435 million in 2002 and the GDP per capita is $1576.087, the 
population of the country must be ____________. 

  a. 276,000 

  b. 1576.086 

  c. 0.276 

  d. 3.623 

    

Q.55.  Excess demand for money, according to Say’s law in the Economy: 

  a. Is greater 

  b. Is very less 

  c. Is equal to zero 

  d. There is no relationship between excess demand for money and Say’s Law 

    

Q.56. Say's law of market states that ____________. 

  a.. Overproduction is impossible 

  b. Underproduction is very possible 

  c. Overproduction always occurs 

  d. Underproduction always happens 

    



    

Q.57.  Three methods of computing the national income are: 

  a. Savings, investment and income methods 

  b. Outlay, depreciation and production methods 

  c. Production, outlay and income methods  

  d. Revenue, consumption and production methods 

    

Q.58.  The difference between GNP at Factor Cost and NNP at Factor Cost is: 

  a. Imports  

  b. Depreciation  

  c. Taxes on Agriculture  

  d. Net income from abroad 

    

Q.59. National income is a ___________________________. 

  a. Cross section analysis  

  b. Flow concept  

  c. Stock concept  

  d. Relative concept 

    

Q.60.  The services of a house wife are: 

  a. Not part of Production  

  b. A part of production  

  c. A part of consumption  

  d. Not a part of consumption 

    

Q.61. The term ‘macro’ has been derived from ________________________. 

  a. Greek word ‘makros’ which means large  

  b. English word ‘makros’ which means large  

  c. Greek word ‘makros’ which means small  

  d. French word ‘makros’ which means large 

    

Q.62. 
The study of groups and broad aggregates of the economy is known as 
_______________________. 

   a. Microeconomics  

  b. Macroeconomics  

  c. International Economics 

  d. Public economics 

    

Q.63. 
Net National Product at Factor Cost (NNPFC) is also known as 
_____________________. 

  a. Net Factor Income from Abroad 

   b. National Income  

  c. National cost  

  d. Net Indirect Tax 

    

 

 MODULE 01 : INTRODUCTION TO MACROECONOMICS 

 SR.NO. Questions 



Q.1. Macroeconomics is the study of _____________. 

  a. Individual Households  

  b. Total Income earned by an economy  

  c. Average Income earned by an economy  

  d.Totals and average income earned by the economy 

    

Q.2.  Which of the following is not covered under the scope of Macroeconomics? 

  a. Study of policymaking  

  b. Behaviour of the economy  

  c. To understand the development of individual sectors  

  d. To control business cycles 

    

Q.3. Which of the following approaches is the best for the calculation of National Income? 

  a. Income Approach  

  b. Expenditure Approach  

  c. Value of Output Approach  

  d. Income, Expenditure and Value of output Approach 

    

Q.4. Why is Green GDP necessary? 

  a. Helps in understanding value of environment  

  b. It is inflation adjusted and therefore appropriate  

  c. It is recommended by various organisations  

  d. Helps in understanding cost to the environment due to production activities 

    

Q. 5. Which of the following is not a part of GNP calculations? 

  a. Private Consumption  

  b. Exports of goods and services  

  c. Depreciation  

  d. Income earned from abroad 

    

Q.6. What is the role of firms in the circular flow of income in a closed economy? 

  a. To purchase goods  

  b. To earn income through wages  

  c. To produce goods  

  d. To provide capital 

    

Q.7. Which of the following is not an injection into the circular flow of national income? 

  a. Government expenditure  

  b. Government salaries paid to civil servants  

  c. Government taxation  

  d. The purchase of a domestically produced good by a foreign company 

    

Q.8. 
Which one of the following items constitutes a leakage from the circular flow of 
income of an economy? 



  a. The purchase of a domestically produced good by a domestic company  

  b. The purchase of a domestically produced good by a foreign company  

  c. The payment of value added tax on goods sold in the domestic market  

  d. Government aid to companies in financial difficulties  

    

Q.9.  Which one of the following is an injection into the circular flow of income? 

  a. Personal income tax  

  b. Government purchases of factor services  

  c. Imports  

  d. Business tax 

    

Q.10.  In GNP calculation which of the following should be excluded? 

  a. Rental incomes  

  b. Interest payments  

  c. Dividends  

  d. Government transfer payment 

    

Q.11. Which of the following is an example of macroeconomics? 

  a. Price determination  

  b. Consumer’s equilibrium  

  c. Producer’s equilibrium  

  d. Inflation determination 

    

Q.12.  Which out of the following is included in National Income estimation? 

  a. Old-age pension  

  b.. Scholarship  

  c. Unemployment Fund  

  d. Subsidized Lunch at Office 

    

Q.13. In which case Net Indirect taxes are equal to zero? 

  a. Indirect taxes < subsidies  

  b. Indirect taxes > subsidies  

  c. Indirect taxes = subsidies  

  d. Indirect taxes and Subsidies have no relationship 

    

Q.14. Which of the following is NOT considered one of the basic factors of production? 

  a. Revenue  

  b. Labour  

  c. Land  

  d. Capital 

    

Q.15. 
 Macroeconomics as a separate branch came to be studied after the contributions of 
which economist? 

  a. Adam Smith  

  b. John Maynard Keynes  

  c. F. Hayek  



  d. Samuelson 

    

Q.16. Macroeconomics is a study of economics that deals with which 4 major factors? 

  a.  Households, firms, government, and demand-supply  

  b. Households, firms, government and external sector  

  c. Firms, government, free-market, and regulations  

  d. Households, Firms, Market and government 

    

Q.17. 
 Intermediate goods are not included to calculate the final output because 
______________ 

  a. They do not have value  

  b. They have unknown value thus cannot understand the correct value.  

  
c. Their value is included in final goods so they are not added to avoid the problem of 
double counting 

  d. They are irrelevant 

    

Q.18. Which of the following is NOT considered an investment in Economics? 

  a. A farmer who replaces an old fence with a new fence. 

  b.  A businessman updates his computer.  

  c. A new factory is built.  

  d. A person putting funds into a term deposit. 

    

Q.19. The Circular Flow Diagram is a model showing _________ 

  a. The relationship between major sectors of the economy.  

  b. That the different sectors of the economy are interdependent.  

  c. How the market system works.  

  d. The relative importance of the different sectors of the economy 

    

Q.20. The concept of Economic Welfare was propounded by? 

  a. William Nordhaus  

  b. John Maynard Keynes  

  c. Adam Smith  

  d. Ricardo 

    

Q.21.  The difference between gross investment and net investment is  

  a. Depreciation  

  b. Acceleration  

  c. Deceleration  

  d. Capital investment 

    

Q.22.  A period of expansion and contraction measured by real GDP is called  

  a. Business cycle  

  b. Expansion  

  c. Recession  

  d. Contraction 

    



Q.23. Which of the following is not usually a macro-economic objective? 

  a. More inequality  

  b. Higher GDP  

  c. Lower inflation  

  d. Lower unemployment 

    

Q.24. Say's law states that ____________. 

  a. we can have an inflation or recession, but never both at the same time 

  b. the normal state of economic affairs is recession 

  c. demand creates its own supply 

  d. supply creates its own demand  

    

Q.25. 
Macroeconomics distinguishes between the real economy and the 
____________________. 

  a. monetary economy 

  b.virtual economy 

  c. normative economy 

  d. underground economy 

    

Q.26. During business cycles the opposite of a trough is ___________. 

  a. an inflation 

  b. hyperinflation 

  c. peak 

  d. trough 

    

Q.27. 
When aggregate economic activity is declining, the economy is said to be in 
_____________. 

  a. a contraction. 

  b.  an expansion. 

  c.  a trough.  

  d. a turning point. 

    

Q.28. Which of the following topics is NOT a primary concern of macroeconomists? 

  a. fluctuations in the level of economic activity 

  b. differences in standards of living across countries 

  c. relative wages of skilled and unskilled workers 

  d. unemployment 

    

Q.29. Which of the following questions is of most interest for MACROECONOMIST? 

  a.Why is there inflation? 

  b. Why does the steel industry want tariffs? 

  c. What is the appropriate stance of antitrust policy? 

  d. Why do foreigners immigrate to the United etates? 

    

Q. 30.  Which one of the following is not the characteristic of business cycle? 

  a. They are recurrent 



  b. They are not at regular intervals 

  c. They have uniform causes 

  d. They don't have uniform causes 

    

Q.31. The turning points of the business cycle are _____________________. 

  a. Expansion and Peak 

  b. Peak and Contraction 

  c. Contraction and Trough 

  d. Peak and Trough 

    

Q.32.  _________________ refers to the top or the highest point of business cycle. 

  a. Expansion 

  b. Peak 

  c. Expansion and Peak 

  d. trough 

    

Q.33.  Involuntary unemployment is almost zero in the _____ phase of business cycle. 

  a. Expansion 

  b. Contraction 

  c. Trough 

  d. Depression 

    

Q.34. The economy is said to be overheated at the _____ phase of business cycle. 

  a. Expansion 

  b. Peak 

  c. Contraction 

  d. Depression 

    

Q.35. Cost of living increases when business cycle is __________. 

  a. expanding 

  b. contracting 

  c. at peak 

  d. at lowest point 

    

Q.36. 
There is large scale of involuntary unemployment in the _____ phase of business 
cycle. 

  a. expansion 

  b. peak 

  c. contraction 

  d. trough 

    

Q.37. 
Fall in the level of investments, fall in production, fall in employment, fall stock prices, 
etc. are found during _____ phase of business cycle. 

  a. expansion 

  b. boom 

  c. peak 



  d. contraction 

    

Q.38. All but one are the endogenous factors of business cycle: 

  a. War 

  b. Changes in government spending 

  c. Money supply 

  d. Fluctuations in investments 

    

Q.39. 
 ______________ is the severe form of recession with lowest level of economic 
activity. 

  a. Upswing 

  b. Depression 

  c. Downswing 

  d. Peak 

    

Q.40. Fall in the interest rates is a typical feature of ____________________. 

  a. recovery 

  b. boom 

  c. depression 

  d. contraction 

    

Q.41. 
Piyush’s mother is a teacher. She also teaches Piyush. How would youtreat this 
white calculating national income and domestic income ? 

  a. It will be included in the national income, but not in the domestic income. 

  b. It will be included in the domestic income, but not in the national income. 

  c. It will be included in domestic income as well as national income. 

  d. It will neither be included in the domestic income nor in the national income. 

    

Q.42. Output means ____________________ unless stated otherwise. 

  a. Gross output at MP 

  b. Net output at MP 

  c. Gross output at FC 

  d. Gross input at FC 

    

Q.43. Which of the following is not a component of domestic income ? 

  a. Operating surplus 

  b. Compensation of employees 

  c. Net factor income from abroad 

  d. Mixed income 

    

Q.44. A growing country is one whose 

  a. GNP is rising at current prices 

  b. GNP is constant at constant prices 

  c. GNP is rising at constant prices 

  d. GDP is falling at current prices 

    



Q.45. If factor cost is greater than marker price, it means that 

  a. Indirect taxes < subsidies 

  b. Indirect taxes > subsidies 

  c. I.T = subsidies 

  d. they don't have a relationship 

    

Q.46. Which of the following is not true about final goods ? 

  a. Final gods satisfy wants of ultimate consumers and producers. 

  b. Final goods have direct demand as they satisfy the wants directly. 

  c. Final goods are subject to further transformation in the process of production. 

  d. Final goods are neither used up as raw-material nor for resale in the same year. 

    

Q.47. Which of following is not included in national income ? 

  a. Factor income 

  b. Rent 

  c. Operating surplus 

  d. Transfer income 

    

Q.48. Which of following is not a final good ? 

  a. Machinery purchased by dealer 

  b. Machinery purchased by a factory 

  c. Use of petrol 

  d. Washing machine 

    

Q.49. Which of the following statement is inconsistent with Say’s Law? 

  a. The economy has flexible wages and prices.  

  b. The economy’s level of investment solely depends on the level of income.  

  c. The economy will produce at full employment level of output.  

  d. The economy has an environment of “laissez faire” 

    

Q.50. 
If GNP for Vatican City, the smallest country in the world is 200 million euros in year 
2001 and its population is 890, GNP per capita is ____________. 

  a. 2000 - 890 

  b. 200/ 890 

  c. 200,000,000 / 890 

  d. 200 

    

Q.51. 
If GDP for Barbados is $260 million in 2005 and its population is 260, 000, GDP per 
capita is ____________. 

  a. 1000 

  b. 260 

  c. 0.001 

  d. 259740 

    



Q.52. 
If GDP for Palau a small country near southeast of the Philippines is $130 million in 
2002 and its population is 20,000, GDP per capita is ____________. 

  a. 6500 

  b. 130 

  c. 0.0065 

  d. 650 
    

Q.53. 
If GNP per capita at constant prices for Ghana is US$360 and US$364 in 1996 and 
1997 respectively, the real economic growth from 1996 to 1997 is ____________. 

  a. 4% 

  b. 1.11% 

  c. 0.011% 

  d. 11% 

    

Q.54. 
If GDP for Maldives is $435 million in 2002 and the GDP per capita is $1576.087, the 
population of the country must be ____________. 

  a. 276,000 

  b. 1576.086 

  c. 0.276 

  d. 3.623 

    

Q.55.  Excess demand for money, according to Say’s law in the Economy: 

  a. Is greater 

  b. Is very less 

  c. Is equal to zero 

  d. There is no relationship between excess demand for money and Say’s Law 

    

Q.56. Say's law of market states that ____________. 

  a.. Overproduction is impossible 

  b. Underproduction is very possible 

  c. Overproduction always occurs 

  d. Underproduction always happens 

    

    

Q.57.  Three methods of computing the national income are: 

  a. Savings, investment and income methods 

  b. Outlay, depreciation and production methods 

  c. Production, outlay and income methods  

  d. Revenue, consumption and production methods 

    

Q.58.  The difference between GNP at Factor Cost and NNP at Factor Cost is: 

  a. Imports  

  b. Depreciation  

  c. Taxes on Agriculture  

  d. Net income from abroad 



    

Q.59. National income is a ___________________________. 

  a. Cross section analysis  

  b. Flow concept  

  c. Stock concept  

  d. Relative concept 

    

Q.60.  The services of a house wife are: 

  a. Not part of Production  

  b. A part of production  

  c. A part of consumption  

  d. Not a part of consumption 

    

Q.61. The term ‘macro’ has been derived from ________________________. 

  a. Greek word ‘makros’ which means large  

  b. English word ‘makros’ which means large  

  c. Greek word ‘makros’ which means small  

  d. French word ‘makros’ which means large 

    

Q.62. 
The study of groups and broad aggregates of the economy is known as 
_______________________. 

   a. Microeconomics  

  b. Macroeconomics  

  c. International Economics 

  d. Public economics 

    

Q.63. 
Net National Product at Factor Cost (NNPFC) is also known as 
_____________________. 

  a. Net Factor Income from Abroad 

   b. National Income  

  c. National cost  

  d. Net Indirect Tax 

    

ANSWER KEY 

1. d 24. d 47. d 
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MODULE-II : BASIC CONCEPTS OF KEYNESIAN 

ECONOMICS 
1) According to Keynes, as income increases, both MPC and APC ----------- 

a) Rise 

b) Fall 

c) Remain constant    

d) Zero 

2) MEC refers to what type of return from an investment ------------- 

a) Expected rate of profit 

b) Actual profit 

c) Expected rate of interest 

d) Actual savings 

3) The theory of employment multiplier was developed by 

a) J.M. Keynes 

b) R.F. Khan 

c) Marshal 

d) Robinson 

4) The quantity of money supply is determined by 

a) Demand and supply of money 

b) Capital market 

c) Money market 

d) Monetary authority 

5) When LP curve shifts downward with no change in MS curve 

a) Rate of interest will fall 

b) Rate of interest will rise 

c) Rate of interest will remain constant 

d) Rate of interest will become zero 

6) The point where the aggregate demand and aggregate supply curve intersect is called 

a) Total demand 

b) Effective demand 

c) Equilibrium demand 

d) Non-equilibrium demand 

7) Keynes consumption function helps to invalidate   

a) Keynes theory 

b) Fisher’s equation 

c) Say’s law 

d) Employment theory 

8) MEC curve 

a) Slopes upwards 

b) Slopes downwards 

c) Remains constant 

d) Does not change 

9) The value of multiplier is inversely related to 

a) MPC 

b) MPS 

c) APC 

d) APS 



10) In what way multiplier is related to MPS? 

a) Directly related 

b) Reciprocal of 

c) Not related to 

d) Equal to 

11) The transaction motive of liquidity preference is 

a) Interest elastic 

b) Income inelastic 

c) Interest inelastic 

d) Income elastic 

12) Precautionary demand for liquidity is determined by 

a) Rate of interest 

b) Rate of inflation 

c) Bond prices 

d) Income 

13) The rise in interest rate can take place due to 

a) A downward shift in LP curve, with no change in MS curve 

b) An upward shift in LP curve, with no change in MS curve 

c) An increase in MS with no change in LP 

d) A decrease in MS with no change in LP 

14) At very low rate of interest, the liquidity preference curve becomes 

a) Perfectly inelastic 

b) Perfectly elastic 

c) Relatively inelastic 

d) Relatively elastic 

15) According to Keynes, interest is -------------- 

a) Determined by demand for and supply of money 

b) Determined by real factor 

c) Determined by rate of inflation 

d) Determined by monetary authority 

16) If a part of an increase in income is spent on imports, the value of multiplier 

a) Will be high 

b) Will be low 

c) Will not change 

d) Will increase 

17) Investment will be in equilibrium when ----------- becomes equal to the given current rate 

of interest 

a) MEC 

b) Profit 

c) Savings 

d) Income 

18) Which of the following factors consist of those motives which induce individuals to refrain 

from spending out of their income 

(a) Subjective 

(b) Economic 

(c) Objective 

(d) Social 

19) The MPS is the counterpart of  



a) APC 

b) MPC 

c) APS 

d) MPS 

20) According to Keynes, in order to increase employment, we have to increase aggregate 

a) Supply 

b) Output 

c) Demand 

d) Investment 

21) The logical starting point of Keynes theory of employment is 

a) The principle of effective demand 

b) Aggregate demand 

c) Aggregate supply 

d) Aggregate investment 

22) John Maynard Keynes is  

a) German economist 

b) Swiss economist 

c) French economist 

d) American economist 

23) Rate of interest is determined by 

a) Liquidity preference 

b) Supply of money 

c) Demand for money 

d) Investment 

24) According to Keynes, investment expenditure is the main determinant of 

a) The level of employment 

b) The level of income 

c) The level of investment 

d) The level of saving 

25) The consumption function or the propensity to consume refers 

a) To income saving relationships 

b) To income investment relationships 

c) To income consumption relationships 

d) To income expenditure relationships 

26) APC =  

a) C/Y 

b) S/Y 

c) I/C 

d) C/S 

27) MPC = 

a) ΔC/ΔI 

b) ΔC/ΔS 

c) ΔS/ΔY 

d) ΔC/ΔY 

28) Marginal efficiency of capital refers to ------------ 

a) The rate of profit expected 

b) The rate of investment made 

c) The rate of saving made 



d) The rate of expenditure made 

29) Multiplier K = --------- 

a) 1/ (1-MPC) 

b) ΔC/ΔI 

c) ΔC/ΔY 

d) I/C 

30) The multiplier measures the change in income (and employment) as a certain multiple of 

the initial ---------- 

a) Change in investment 

b) Change in savings 

c) Change in interest 

d) Change in employment 

31) The Keynesian multiplier is simply the reciprocal of ---------- 

a) Marginal propensity to consume 

b) Marginal propensity to save 

c) Marginal propensity to invest 

d) Marginal propensity to spend 

32) Which of the following lead to leakages in multiplier process? 

a) Increase in Marginal propensity to consume 

b) Increase in Marginal propensity to save 

c) Increase in government expenditure 

d) Increase in private sector expenditure 

33) Leakages in the multiplier is represented by ----------- 

a) Saving 

b) Export 

c) Profit 

d) Imports 

34) Keynesian economics is ------------ 

a) Micro economics 

b) Macro economics 

c) Monetary economics 

d) Welfare economics 

35) Effective demand = 

a) C+I 

b) S+I 

c) E+I 

d) I+D 

36) The aggregate demand curve slopes ----------- 

a) Upwards 

b) Downwards 

c) Vertical 

d) Horizontal 

 

 

 

 

37) The level of employment is determined at the point where the aggregate demand price    

------- the aggregate supply price     



a) Equals 

b) More 

c) Less 

d) Constant 

38) According to -------- supply creates its own demand 

a) J.B.Say 

b) Keynes 

c) Marshal 

d) Adam Smith 

39) Consumption is equal to function of ---------- 

a) Y 

b) S 

c) I 

d) E 

40) In the equation C= a +cY, ‘a’ is  

a) Autonomous consumption 

b) Autonomous investment 

c) Autonomous saving 

d) Autonomous expenditure 

41) The gap between income and consumption expenditure measures 

a) Saving 

b) Investment 

c) Import 

d) Export 

42) The saving function is the counterpart of the -------- 

a) Consumption function 

b) Investment function 

c) Expenditure function 

d) Income function 

43) MPS is the counterpart of ---------- 

a) MPC 

b) MPI 

c) MPE 

d) MPW 

44) Net investment = ----------- - (minus) replacement investment 

a) Gross investment 

b) Higher investment 

c) Lower investment 

d) Constant investment 

45) Real investment refers to the addition to the stock of physical -------- 

a) Capital 

b) Saving 

c) Investment 

d) Money 

46) --------- investment is that investment which changes with change in income 

a) Induced 

b) Gross 

c) Net 



d) Physical 

47) Investment will be in equilibrium when MEC becomes -------- to the given rate of interest 

a) Equal 

b) Higher 

c) Lower 

d) Constant 

48) Keynes liquidity preference theory explains why people prefer to --------- 

a) Hold cash 

b) Spend 

c) Save 

d) Invest 

49) According to Keynes, lower the rate of interest, higher will be the level of ---------- 

a) Investment 

b) Savings 

c) Consumption 

d) Expenditure 

50) According to Keynes, investment multiplier and MPC are -------- related 

a) Directly 

b) Inversely 

c) More  

d) Less 

51) In developing economies MPC and APC are ------- 

a) High 

b) Low 

c) Constant 

d) Negative 

52) In developed economies MEC -------- with business cycle changes 

a) Fluctuates 

b) Increases 

c) Decreases 

d) Remains constant 

53) According to Keynes, people desire to hold money for --------- motives 

a) Two 

b) Three 

c) Four 

d) Five 

54) ---------- motive refers to the need to meet all unforeseen events 

a) Precautionary 

b) Speculative 

c) Transaction 

d) Liquidity 

55) According to Keynes, -------- is the price paid for parting with liquidity 

a) Interest 

b) Savings 

c) Consumption 

d) Investment 

56) According to Keynes, -------- is a monetary phenomenon 

a) Interest 



b) Savings 

c) Consumption 

d) Investment 

 

 

 

57) -------- motive is the demand for money related to store of value function 

a) Speculative 

b) Precautionary 

c) Transaction 

d) Liquidity 

58) There is ----------- relationship between demand for money for speculative motive and   

rate of interest 

 

a) Inverse 

b) Direct 

c) Constant 

d) Disproportionate  

59) The book “General theory of Employment, Interest and Money” is authored by 

a) Keynes 

b) Marshal 

c) Adam Smith 

d) Pigou 

60) The effective demand depends up on -------- 

a) Aggregate spending 

b) Aggregate saving 

c) Aggregate expenditure 

d) Aggregate investment 

61) If the aggregate ------- is excessive, inflation results 

a) Spending 

b) Saving 

c) Expenditure 

d) Investment 

62) The greater the level of effective demand, the greater is the amount of ------- in the 

economy 

a) Employment 

b) Income 

c) Saving 

d) Expenditure 

63) Keynes theory may also be called --------- 

a) A theory of aggregate output 

b) A theory of aggregate employment 

c) A theory of aggregate investment 

d) A theory of aggregate expenditure 

 

MODULE 03 : POST KEYNESIAN DEVELOPMENTS IN 

MACROECONOMICS 



1. Which of the following curve shows the goods market equilibrium? 

a) LM curve  

b) IS curve   

c) AD demand curve  

d) Equilibrium sum  

 

2. On which side of the following curve there is excess supply in the goods market? 

a) Right side of IS curve  

b) left side of ls curve  

c) Right side of LM curve  

d) left side of LMcurve  

 

3. Which of the following is the slope of IS curve? 

a) Negative slope  

b) positive slope  

c) Direct slope  

d) demand curve 

 

4. Which of the following will shift the IS curve to the left? 

a) Increase in government expenditure.  

b) Decrease in government expenditure 

c) increase in autonomous spending 

d) direct slope  

 

5. Which of the following will cause the LM curve to shift to the right? 

a) Increase in money supply.  

b) Decrease in money supply 

c) An increase in the rate of interest 

d) Decrease in the government expenditure 

 

6. At the point where curve and LM curve IS intersect which of the following markets are in 

equilibrium? 

a) Goods market and capital market. 

b) Money market and goods market 

c) Money market and foreign exchange market 

d) capital market and foreign exchange market 

 

7. In which of the following case LM curve is horizontal? 

a) classical case  

b) Crowding out  

c) Liquidity trap  

d) capital good 

8. Phillips curve brings out trade-off between? 

a) Wages and employment.  

b) inflation and unemployment 

c) Inflation and value of money  



d) ladder curve  

9. In the long -run Phillips curve is? 

a) Horizontal.  

b) slopes upward from left to right  

c) vertical  

d) stagflation 

10. Stagflation results in? 

a) increase in Price level unemployment 

b)  increase in supply of good and service 

c) increase in employment 

d) employment 

 

11. Stagflation brings down? 

a) price  

b) Employment.  

c) both (a) and (b) 

 

12. Supply side economics aims at increasing income by? 

a) reducing taxes  

b) reducing prices  

c) increasing government's expenditure 

d) income 

 

13. A tax cut according to Milton Friedman? 

a) increase price   

b) increases budgetary deficit 

c) increases budgetary surplus 

d) Reducing  

14. Laffer curve brings out the relationship between 

a) price level and employment 

b) price level and investment 

c) Tax revenue and marginal tax rate  

d) reduce Price 

 

15. Which of the following statement regarding the IS curve is not correct? 

a) it shows equilibrium in the money market 

b) it slopes downward from left to Right 

c) Downward shift consumption 

d) classical range  

 

16. Which of the following statement the LM curve is not correct? 

a) a very low interest rate it becomes vertical 

b) it has a positive slope  

c) It is a graphical representation of the monetary equilibrium condition. 

d) slopes upwards 

 



17. Monetary policy is not effective in which of the following ranges? 

a) Keynesian range  

b) classical range  

c) intermediate range  

d) employment 

 

18. Fiscal policy is not effective in which of the following ranges? 

a) Keynesian range 

b) intermediate range  

c) classical range 

d) monetary  

 

19. What is the shape of aggregate supply curve? 

a) A vertical curve parallel to Y axis. 

b) A horizontal curve parallel to x axis. 

c) continually rising upwards to the right  

d) Rising upwards to the right but becoming vertical at full employment 

 

20. A Phillips curve shows that? 

a) a price increase, wages increase 

b) increase in labour costs lead to higher prices 

c) there is an inverse relationship between the rate of money wage Increase and the 

rate of unemployment 

d) wage increase 

 

21. The LM curve indicates equilibrium? 

a) Money market  

b) Good Market  

c) foreign market  

d) labour market 

 

22. In Fisher's equation, which of the following is exogenously determined? 

a) P   

b) T 

c) v  

d) M 

 

23. Which of the following represents Fisher’s equation? 

a) MV=PT  

b) M=KPY   

c) V=M/p  

d) P=M/kT 

 

24. The inverse of price level measures? 

a) Inflation.  

b) value of money  



c) Deflation  

d) Multiplier 

 

25. A Britishparliamentarian, who coined the phrase in his speech delivered in? 

a) 1965.  

b) 2000  

c) 1867  

d) 1866 

 

26. USA again was worried about stagflation? 

a) 2008 

b) 2015  

c) 2012  

d) 2011 

 

27. Who coined the phrase in his speech delivered in parliament in 1965? 

a) British parliamentarian  

b) president Trump’s policy 

c) Stagflation  

d) Phillips curve 

28. Supply side economies gained its popularity during in? 

a) 1970 

b) 1978  

c) 1986 

d) 1982 

 

29. Have shown the integration of the real and money markets with the IS and LM curve. 

a) Hicks and Hansen  

b) Keynes  

c) Arthur ladder  

d) Robert Bundelkhand 

 

30. Fiscal measures are recommended to increase expenditure? 

a) Keynesian economics  

b) Arthur Laffer 

c) Trumps policy 

d) British  

31. Whichof the following measures the real growth of the economy? 

a) GDP at constant price  

b) GDP at current Price  

c) NDP at current prices  

d) GNI 

 

32. What is the total money value of final good and services produced within theDomestic 

territory of the country during a given year? 

a) GDP  



b) GNI 

c) NNI  

d) NDP 

 

33. What is the total money value of the goods and services produced by the national during a 

given year? 

a) GNI  

b) GDP  

c) NDP  

d) GNI/GNP 

 

34. GNI in an open economy is equal to? 

a) GDP+(X-M)  

b) GDP+(X-M) +R-P 

c) GDP+(R-p) 

d) GDP 

 

35. In which of the following phase the economy registers an upward trend in output, income 

and employment? 

a) Recovery 

b) Depression  

c) prosperity  

d) Recession 

 

36. The recession phase of a trade cycle begins at? 

a) Trough   

b) peak  

c) Midpoint of expansion.  

d) cumulative 

37. During recession /depression public expenditure should? 

a) remain constant   

b) decrease  

c) increase   

d) upward 

38. When economic variable moves together in a predictable way, it is called? 

a) Cumulative 

b) Co-movement  

c) upward movement  

d) downward 

 

39. According to which law the supply creates its own demand? 

a) Keynes  

b) Say 

c) Pigou's  

d) Samuelson 

40. Which of the following is true for an open economy? 



a) Y=C+I.    

b) Y= C+ I+G  

c) Y= C+I+G+NX 

 

41. Which of the following is true for a three -sector closed economy? 

a) Y=C+I.  

b) Y = C+I+G   

c) Y= C+I + G +NX.  

d) Y=C+I+G+NX +(R-P) 

 

42. During inflation gain? 

a) Debtors  

b) creditors  

c) poor  

d) Fixed income earners  

 

43. During inflation,RBI Bank rate and CRR? 

a) Increases  

b) Reduces  

c) Does not change  

d) Infinity 

 

44. Cost push inflation is also known as? 

a) wage push inflation  

b) spiral inflation 

c) supply side inflation  

d) debtors  

 

45. Inflation targeting helps to control? 

a) Economic growth 

b) Rate of inflation  

c) Both(a) and (b) 

d) Indexation 

 

46. Cambridge ‘k’ represents? 

a) velocity of circulation of money 

b) Money supply 

c) Average price    

d) A proportion of real income held as cash balances  

 

47. First development the Cambridge version of the quantity theory of money? 

a) Adam smith  

b) J.S Mill  

c) Alfred Marshall  

d) David Ricardo 

 



48. The inverse of price level measures? 

a) Inflation 

b) value of money  

c) Deflation 

d) Multiplier 

 

49. Recession starts at 

a) Where prosperity begins 

b) Where prosperity ends 

c) Where depression ends 

d) Where recovery ends 

50. The main cause of prosperity is  

a) Where employment level is low 

b) Where production level is low 

c) Where resources are fully utilised 

d) Where resources are underutilised 

 

51. The value of money multiplier is determined by? 

a) currency deposit ratio and time deposit 

b) currency deposit ratio and coins and notes  

c) Currency deposit ratio and reserve ratio 

d) demand deposit 

 

52. at a very low rate of interest the liquidity preference curve become 

a) Perfectly inelastic.  

b) perfectly elastic 

c) Relatively inelastic  

d) Relatively elastic 

 

53. MEC curve? 

a) slopes upwards  

b) Slopes downward.  

c) remain constant 

d) does not change 

 

54. Investment will be in equilibrium when equal to the given current rate of interest? 

a) MEC.  

b) Profit  

c) Saving  

d) Investment 

 

55. MEC refers to what type of return from an investment? 

a) Expected rate of profit.  

b) Actual profit.  

c) expected rate of interest  

d) effect demand 



 

56. SaysLaw of market states that? 

a) Demand creates its own supply.  

b) supply creates its own demand 

c) Demand is greater than supply 

d) Supply is greater than demand. 

 

57. The MPS is the counterpart of? 

a) APC  

b) MPC.  

c) APS   

d) GDP 

 

a) Medium of exchange. 

b) Measure of value 

c) Medium of exchange and store of value 

d) Standard of deferred payment 

 

58. Level of investment in an economy depends upon? 

a) price level  

b) Rate of inflation  

c) MEC and Rate of interest  

d) Fiscal deficit 

 

59. Demand for transitionary motive and precautionary motive mainly dependsupon? 

a) Level of income   

b) Rate of interest 

c) Investment  

d) Tax Rate 

 

60. The theory of employment multiplier was developed? 

a) R.F Khan  

b) Alfred Marshall  

c) JM Keynes 

d) Samuelson 

 

61. In what way the multiplier is inversely to MPS? 

a) directly related  

b) reciprocal of 

c) equal to  

d) not related 

 

62. Traditional measure of money-supply includes? 

a) demand deposit and time deposit 

b) Currency and time deposits  

c) currency and demand deposits  



d) currency and supply 

ANSWER KEY 

 

MODULE- 4 MONEY, PRICES AND INFLATION 
1. The term supply of money’ is _____.   

A) Stock Concept ’  

B) Stock of money  

C) Flow and stock concepts  

D) Stable concepts  

2. Money Supply M1 includes _____.  

A) Ml = C + DD + OD  

B) Ml = C + DD + Time Deposits with the banks.  

C) Ml = C + DD + Deposits with post offices  

D) M=C+D  

3. According to liquidity preference theory rate of interest is determined by  

A) Supply of money  

B) Saving and investment 

C) Loanable fund   

D) Demand for money and supply of money  

4. _____ is transferred from one person to another in a given period of time is known as “the 

velocity of circulation of money.”   

A) The maximum number of times money   

B) The average number of times money   

C) The minimum number of times money  

D) The minimum number of times income   

5. According to Fisher’s Equation of quantity theory of money _____.  

A) MV = PT  

B) MP = PV  

C) MT = PV  

D) MT=MP 

6. According to cash balance equation of quantity theory of money _____.  

A) MP = kdY  

B) Md = kPY  

C) Mk = dPY  

D) MD= dpk 

7. Inflation is found –  

A) All over the world  

B) Only in developed countries  

C) Only in less developed countries  

D) Only limited country  

8. For a common man inflation is- 

A)Rise in price  

B) Fall in price  



C) Rice in income  

D) Fall in value of money  

9. “A rise in the general level of price is definition of inflation given by-  

A) Crowther  

B) Coulbourn  

C) Samuelson  

D) J. M. Keynes  

10 Demand pull inflation is an inflation which results from an initial -  

A) Increase in wage rate  

B) Increase in aggregate demand  

C) Increase in natural resource  

D) Decrease in aggregate demand 

11. Inhyperinflation there will be-  

A) 10% increase in price per annum  

B).05% increase in price per annum  

C)15% increase in price per annum  

D) No upper limit of price rise 

12. During Inflation gainers are-  

A) Common man  

B) Debtors  

C) Creditors   

C) Business people  

13. Which of the following is a determinant of money supply  

A) High power money  

B) Income   

C) Price   

D) GDP 

14. Cambridge cash balance of demand for money was given by 

A) Marshal  

B) Keynes  

C) Robtson 

D) Pigou 

15.GDP Deflator is equal to--------- 

A). 𝑁𝑜𝑚𝑖𝑛𝑎𝑙𝐺𝐷𝑃𝑅𝑒𝑎𝑙𝐺𝐷𝑃 × 100  

B). 𝑅𝑒𝑎𝑙𝐺𝐷𝑃𝑁𝑜𝑚𝑖𝑛𝑎𝑙𝐺𝐷𝑃 × 100  

C). 𝑁𝑜𝑚𝑖𝑛𝑎𝑙𝐺𝑁𝑃𝑅𝑒𝑎𝑙𝐺𝑁𝑃 × 100  

D). 𝑁𝑜𝑚𝑖𝑛𝑎𝑙𝑁𝐷𝑃𝑅𝑒𝑎𝑙𝑁𝐷𝑃 × 100 

16. In Fisher's equation, which of the following is exogenously determined? 

 A) P 

 B) T  

 C) v 

D) M 

17. Demand for speculative motive is referred to as  

A) Active cash balance 



B) Idle cash balance 

C)  Only active  

D)  Income cash balance 

18. Demand for transaction and precautionary motive is  

A) Elastic 

B) Unit elastic 

C) Interest Inelastic 

D) Perfectly elastic 

19. Traditional measure of money supply includes:  

A) Demand deposits and time deposits  

B) Currency and time deposits  

(C) Currency and demand deposits  

D) Money with RBI 

20. The main authors of broad money are  

A) Marshall,  

B) J.M. Keynes 

C) A.C. Pigou  in Gurley- Shaw, Milton Friedman, Radcliffe Committee  

D) Paul Krugman, Irving Fisher, Robertson  

21.  High powered money includes  

 A) Money with public and central bank in  

B) Currency with public, cash reserves of banks and other deposits with central bank  

C) Deposits with commercial banks, money with government, 

D) Money with the public  

22 The value of money multiplier is determined by 

 A) Currency deposit ratio and time deposit 

 B) Currency deposit ratio and coins and notes 

 C) Currency deposit ratio and reserve ratio 

 D) Currency with government. 

23. Following is an effect of Inflation 

A) Fixed income group 

B) Production and production   

C) Creditors  

D) Borrower 

24. In cost-push inflation the supply curve shifts to the 

 A) Left 

B) Right 

C) Horizontally  

D) Upward  

25. Which of the following groups are not suffered during inflation? 

A) Fixed income earners 

 B) Creditors 

C) Farmers  

D) Business firms and industry 

26. During inflation 



 A) Value of money increases 

 B) Value of money remains constant 

C) Value of money declines 

 D) Value of money declines and prices increase 

27. The main authors of broad money are  

A)  Marshall,  

B) J.M. Keynes,  

C) A.C. Pigou  in Gurley- Shaw, Milton Friedman, Radcliffe Committee  

D) Paul Krugman, Irving Fisher, Robertson  

28. Neo classical approach of demand for money was given by  

A) Dr. Marshal  

B) J.B.Say 

C) J.S.Mills 

D) Keynes  

29. The value of money multiplier is determined by 

A) Currency deposit ratio and time deposit 

 B) Currency deposit ratio and coins and notes 

 C) Currency deposit ratio and reserve ratio 

 D) Currency deposit ratio and note ratio 

30. First developed the Cambridge version of the quantity theory of money 

 A) Adam smith  

 B) J.S. Mill  

 C) Marshal  

 D) David Ricardo 

31.In the Cambridge cash balance approach ‘k’ represents 

A) Velocity of circulation of money  

B) Money supply 

C) Average price 

 D) A proportion of real income held as cash balances  

32.Which of the following is not true of the Cambridge version of quantity theory of money?  

 A). Considers store of value function of money  

 B).Considers only transaction motive for holding money  

C). Considers k as a constant  

D). Considers M to be exogenously determined 

33.The inverse of price level measures  

A) Inflation 

B) Value of money  

C) Deflation 

D) Multiplier  

34.Which of the following represents Fisher's equation?  

A) MV = PT 

B) M=KPY  

C) V = M/P 

D) P = M/KT  



35.In Fisher's equation, which of the following is exogenously determined? 

A) P 

B) T  

C) v 

D) M 

36.Which of the following is issued by RBI? 

A) Coined  

B) Currency  

C) Gold  

D) High power money 

36.Which of the following is most liquid measure of money supply in India? 

A) M1 

B) M2 

C) M3 

D) M4 

37. Which of the following is known as broad money? 

A) M4 

B) M2 

B) M1 

D) M3 

38. Which of the following banks was not nationalized in 1969? 

A). Vijaya Bank 

B). Canara Bank 

C). Bank of India 

D). Central Bank of India 

39. The quantity theory of money is a theory of  

 A)  How the money supply is determined.  

 B)  How interest rates are determined. 

 C)  How the nominal value of aggregate income is determined. 

 D)  How the money value is determined. 

40 The velocity of money is defined as 

 A)  Real GDP divided by the money supply.  

B)  Nominal GDP divided by the money supply.  

C)  Real GDP times the money supply. 

D)  Nominal GDP times the money supply.  

 41. In Irving Fisher’s quantity theory of money, velocity was determined by 

 A)  Interest rates. 

 B)  Real GDP.   

C)  The institutions in an economy that affect individuals’ transactions.  

D)  The price level. 

42. According to Keynes’ theory of liquidity preference, velocity increases when  

A)  Income increases.  

 B)  Wealth increases.  

 C)  Brokerage commissions increase. 



 D)  Interest rates increase. 

43. If money supply in a country decreases: 

 A) Prices will rise   

   B) Prices will fall 

  C) Rate of interest falls 

  D) Rate of interest increase 

44. In the equation MV = PY, V represents: 

A) Value of money   

B).Velocity of circulation of money 

C).Variation of nation income   

D) Price of the commodities 

45 According to Keynes, motives for holding money are: 

A).Two   

B).Three 

C).Four   

D).Five 

46. Quantity Theory of Money explains that: 

A). Value of money depends upon quantity of money   

B). Rate of interest depends upon quantity of money 

C). Quantity of investment depends upon quantity of money   

D). Supply of money depends upon quantity of money 

46. It is true to say about kinds of inflation: 

A).Demand pull and cost push inflation   

B).demand pull and cost push industry 

C) Demand pull and income pull inflation 

D) Demand pull and income push Inflation  

47. Which is not the function of money? 

A).Make demand and supply equal   

B). Store of value 

C). Medium of exchange   

D).Measure of value 

48. The govt. can control inflation by: 

A). Increasing demand for goods   

B). Increasing supply of goods 

C). Increasing money supply   

D). Decreasing taxes 

49. Quantity of money has relation with value of money: 

A).Direct  

B) Indirect 

C).Inverse  

D).No relation 

50.It implements monetary policy of the country: 

A). Central bank   

B).Commercial banks 



C). Specialized bank  

D).Finance department 

51. When prices are falling continuously, the phenomenon is called: 

A)    Inflation 

B)    Stagflation 

C)     Deflation 

D)    Reflation 

52. When too much money chases too few goods, the resulting Inflation is called: 

A)    Deflation 

B)    Demand-pull Inflation 

C)     Cost push inflation 

D)    Stagflation 

53. Cause of Inflation in India is / are: 

A)   Deficit financing 

B)  Erratic agriculture growth 

C)  Inadequate rise in industrial production 

D)  Increase in money supply  

54. Stagflation means: 

A)    Inflation with stagnation 

B)    Recession with stagnation 

C)     Inflation galloping like stage 

D)    Inflation & increasing output 

55. When price increases due to increase in factor prices it is ______. 

A)   Demand pull inflation 

B)   Cost pull inflation 

C)  Stagflation 

D)    Deflation  

56. Inflation is measured on the basis of: 

A)  Wholesale price index 

B)  Consumer price index 

C)   Marshall’s index 

D)   IIP Index 

57. The condition of a continually rising price level is defined as  

A) Stagflation.  

B) Stagnation.  

C) Disinflation.  

D) Inflation. 

58.Refers to the total stock of money available in the economy at a point of time.  

 A) Demand for money  

B) Supply of money  

C) Price of Goods  

D) Interest rate   

59. Which of the following is a quantitative measure to control money supply in the country? 

 A) Moral Suasion  



B) Margin Requirement  

C) Bank Rate  

D)  Rationing of Credit 

60. Which among the following is not the Legal Tender Money?  

A) Coin  

B) Paper Notes 

C) Cheques 

D) Account Payables/Promissory Notes 

61. Which one of the following is the difference between Narrow Money & Broad Money? 

 A)  DD    

 B)  TD   

C)  Post Office Deposits     

  D)  OD 

62.________policy is related to money supply 

A) Monetary Policy 

B) Fiscal Policy 

C) Trade Policy 

D)  Government  

63.Whichof the following measure used to control inflation? 

A) Fiscal Measures  

B) Reduction in money supply  

C) Increase in exports  

D) Reduction in supply of Goods and services  

64. The quantity theory of money was given by  

A) Keynes  

B) Maoumal  

C) Friedman 

D) Marshal  

65. Which of the following are direct measures to control inflation?  

A) Increase in money supply  

B) Increase in government expenditure  

C) Increase in taxes. 

D) Imports of goods and services 

 


