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Econ111: Principles of Macroeconomics

Exam II Study Questions

	1.
	Unexpectedly low inflation ______ borrowers and _____ lenders. 

	A)
	helps; hurts 

	B)
	helps; helps 

	C)
	hurts; does not affect 

	D)
	hurts; hurts 

	E)
	hurts; helps 


	2.
	If the unemployment rate increases from 4 percent to 10 percent, then the economy is mostly likely in a(n): 

	A)
	expansion. 

	B)
	boom. 

	C)
	recession. 

	D)
	depression. 

	E)
	aggregation. 


	3.
	The nominal interest rate equals the: 

	A)
	real interest rate minus the inflation rate. 

	B)
	real interest rate plus the inflation rate. 

	C)
	inflation rate minus the real interest rate. 

	D)
	inflation rate times the real interest rate. 

	E)
	real interest rate divided by the inflation rate. 


	4.
	If the market interest rate is 10% and the inflation rate is 3%, then the real interest rate equals: 

	A)
	3% 

	B)
	7% 

	C)
	10% 

	D)
	13% 

	E)
	30% 


	5.
	If the real interest rate is 4% and the inflation rate is 9%, then the nominal interest rate equals: 

	A)
	4%. 

	B)
	5%. 

	C)
	9%. 

	D)
	13%. 

	E)
	36%. 


Answer Key
	1.
	E

	2.
	C

	3.
	B

	4.
	B

	5.
	D
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