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Question 1 

In the goods market of the circular flow model, …. 

1) firms buy factors of production from consumers 

2) firms buy finished products from households 

3) consumers buy factors of production from firms 

4) firms sell factors of production to the government 

5) consumers buy finished products from firms. (correct) 

Question 2 

In the factor market, … . 

1) a student buys lunch at a local university cafeteria. 

2) the South African Defence Force buys machine guns from a weapons manufacturer 

3) a retirement fund buys shares in a major company 

4) a farmer buys farmland from a retiring farmer. (correct). 

5) a welder buys a personal computer from an electronics store 

 

Question 3 

In the circular flow of income and spending, … . 

1) investment results in a decrease in the volume of the income flow 

2) taxes result in an increase in the volume of the income flow 

3) imports result in an increase in the volume of the income flow 

4) savings result in a decrease in the volume of the income flow (correct). 

 

Question 4 

 

 

 

Which one of the following statements is correct? 

1) Flows (2) and (3) represent income. 

2) Flows (2) and (4) represent spending. 

3) Flows (1) and (2) represent spending. 

4) Flows (1) and (3) represent spending. (correct)]. 



 

Question 5 

Which of the following is correct.  

1) capital, wealth and income are stock variables, whereas investment and profit are flow variables 

2) capital, wealth and gold reserves are stock variables, whereas investment, profit and loss are flow 

variables. (correct) 

3) investment, income and profit are stock variables, whereas capital, wealth and natural resources are flow 

variables 

4) capital, wealth and population size are stock variables, as are investment, profit and savings 

 

Question 6 

In the circular flow of income and spending, the main leakages are: 

a) the foreign sector, the financial sector and taxes 

b) imports, investments, bank withdrawals, off-shore shares and securities 

c) imports, savings and taxes. (correct) 

 

Question 7 

In a mixed economy, the economic decisions of what to produce, how to produce it, and who will receive it are 

made by … . 

1) the government 

2) consumers and firms 

3) banks and stock markets 

4) household, firms, government and the foreign sector. (correct). 

5) banks and the government 

 

Question 8 

An example of a double coincidence of wants is … . 

1) a car dealer who wants a TV finding an electronics store owner who wants money 

2) a car mechanic who wants a TV finding an electronics store owner who wants a car repaired. (correct) 

3) an electronics store owner who wants car repairs finding a car mechanic who wants money 

4) All of the above. 

 

Question 9 

Money overcomes the problem of a double coincidence of wants through its function as a …  

1) medium of exchange. (correct) 

2) unit of account 

3) standard of deferred payment 

4) store of value 



 

Question 10 

The demand for money curve is … because a lower interest rate, 

1) upward-sloping; increases the opportunity cost of holding money 

2) downward-sloping; increases the opportunity cost of holding money 

3) upward-sloping; decreases the opportunity cost of holding money  

4) downward-sloping; decreases the opportunity cost of holding money. (correct) 

Question 11 

A car-guard deposits his cash tips into his savings account. As a result of only this transaction, … . 

1) M2 increases 

2) M2 decreases 

3) M3 remains constant. (correct) 

Question 12 

Assuming the economy is in equilibrium, the central bank sells bonds by means of open-market transactions. 

How would this affect the equilibrium quantity of money and interest rates in the short run? 

1) Quantity of money will go up and interest rates will go up. 

2) Quantity of money will go up and interest rates will go down. 

3) Quantity of money will go down and interest rates will go up. (correct) 

4) Quantity of money will go down and interest rates will go down. 

Question 13 

Suppose that Sandton Bank has excess reserves of R800 and the reserve ratio is 20%. If Tshepo deposits R1 000 

into his cheque account with Sandton Bank, and in turn Sandton Bank lends R600 to Mary, what is the maximum 

that the bank can lend to Karabo? 

1) R200 

2) R800 

3) R1 000 (correct) 

4) R2 400 

Question 14 

Suppose the bank receives a cheque deposit of R300 and its excess reserves increase by R255, the required 

reserve ratio must be … . 

1) 5% 

2) 15% (correct) (300-25)/300*100 = 15% 

3) 25% 

4) 65% 

5) 38% 

 

 

 



Question 15 

The …demand for money arises from the need to hold money as a medium of exchange. This demand for money 

is a function of … . 

1) precautionary; interest rates 

2) transaction; national income (correct) 

3) speculative; interest rates 

4) precautionary; national income 

5) transaction; interest rates 

 

Question 16 

If the economy is suffering from a recession, the SARB should apply … monetary policy by … interest rates. 

1) expansionary; decreasing (correct) 

2) expansionary; increasing 

3) contractionary; decreasing 

4) contractionary; increasing 

 

Question 17 

If the SARB institutes a policy to reduce inflation, which of the following is most likely to increase? 

1) Taxes 

2) Investments 

3) government expenditure 

4) interest rates (correct) 

5) real GDP 

 

Question 18 

An appropriate measure of government’s involvement in economic activity is 

1) the volume of government subsidies. 

2) total government spending. 

3) government’s share of total spending in the economy. (correct) 

4) the growth of government spending. 

 

Question 19 

Which of the following statements regarding fiscal policy and the budget are correct? 

a) Demand management only refers to fiscal policy. 

b) If government spending should decrease and taxation should increase, a budget deficit is likely to occur. 

c) When government plans to stimulate economic activity, it can increase its spending or reduce taxes. 

(correct) 

 



Question 20 

Which of the following statements regarding financing government expenditure are correct? 

a) The budget deficit is positively related to the interest on public debt. 

b) Government can finance its deficit by buying bonds from the public. 

c) Inflationary financing occurs when government borrows from the central bank. (correct) 

 

Question 21 

Which of the following statements regarding taxes are correct? 

a) A tax is neutral if it has the minimum distortion effect on prices. (correct) 

b) Tax avoidance occurs when people do not pay the taxes they are supposed to pay. 

c) A gate fee at a private park is an example of user charges. 

 

Question 22 

… takes a smaller proportion of income from high-income groups than from low-income groups. 

1) Company tax 

2) Value-added tax. (correct) 

3) Personal income tax 

4) Capital gains tax 

 

Question 23 

Which one of the following statements regarding tax incidence is correct? 

1) The burden of a specific excise tax is smaller for consumers than for suppliers. 

2) The statutory incidence determines who ultimately bears the burden of the tax. 

3) The imposition of a specific excise tax increases the income of suppliers. 

4) The tax burden depends on the relative price elasticities of the demand curve and the supply curve. 

(correct) 

 

Question 24 

According to Adam Smith, international trade mainly arises because of 

1) differences in foreign currencies. 

2) differences in factor endowment. (correct) 

3) trade barriers. 

4) trade agreements. 

 

Consider the following table, which shows the production possibilities of two countries, and answer questions 8 

and 9. 

 

 



 Cocoa production 

(output of 50 people in tons) 

Tea production 

(output of 50 people in tons) 

Country A 90 60 

Country B 20 40 

 

 

Question 25 

Which one of the following statements is correct? 

1) Country A has an absolute advantage in the production of both tea and cocoa, and a comparative 

advantage in the production of tea. 

2) Country A has an absolute advantage in the production of both tea and cocoa, and a comparative 

advantage in the production of cocoa. (correct) 

3) Country B has an absolute advantage in the production of tea, and a comparative advantage in the 

production of cocoa. 

4) Country B has an absolute advantage in the production of cocoa, and a comparative advantage in the 

production of tea. 

 

Question 26 

It would be more efficient for country A to export 

1) both cocoa and tea. 

2) cocoa. (correct) 

3) tea. 

 

Question 27 

Which of the following statements regarding the balance of payments are correct? 

a) When South Africans export their financial and insurance services, this transaction is entered into the 

financial account. 

b) A current account surplus implies that exports exceed imports. (correct) 

c) An appreciation of the rand would worsen the deficit on the current account of the balance of payments. 

(correct) 

 

Question 28 

Which one of the following would occur in the South African economy if the SARB reduced interest rates 

relative to the rates in the USA? 

1) More capital inflow → an increase in the supply of dollars → depreciation of the rand. 

2) More capital inflow → increase in the demand for dollars → appreciation of the rand. 

3) More capital outflow → decrease in the supply of dollars→ depreciation of the rand. (correct) 

4) More capital outflow → decrease in the demand for dollars → depreciation of the rand. 



 

 

 

 

Question 29 is based on the diagram below, which shows the foreign exchange market. 

 

 

 

 

Question 29 

Which of the following statements are correct? 

a) If South Africans should stop purchasing assets from the USA, the demand curve could shift from D to 

D1. 

b) If more South Africans should import goods from the USA, the demand curve could shift from D1 to D. 

c) If the SARB should intervene in the foreign exchange market and buy US dollars, the demand curve will 

shift from D to D1. (correct) 

 

Question 30 

Which of the following statements regarding exchange rates are correct? 

a) Fluctuations in exchange rate only affects export prices, not import prices. 

b) When the prices of South African exports fall relative to the prices of imports, the country's terms of 

trade improve. 

c) When the rand appreciates against the dollar, it does not necessarily appreciate against other currencies. 

(correct) 

 

Question 31 

Which of the following are macroeconomic objectives? 

a) unemployment, economic growth and inflation 



b) external stability, full employment and economic growth (correct) 

c) an equitable distribution of income and price stability (correct) 

 

Question 32 

GDP is defined as 

1) the total value of goods and services produced in an economy in a particular year. 

2) the production of goods and services in an economy in one year. 

3) the total value of all final goods and services produced within the boundaries of a country in a particular 

year. (correct) 

4) the value of goods and services produced in a year. 

 

Question 33 

The three ways of calculating GDP are: 

1) production, prices and income methods 

2) income, product and services methods 

3) expenditure, spending and production methods 

4) income, expenditure and production methods (correct) 

 

Given the table below, answer question 34 

 

Year GDP at current prices (Rmillions) GDP at constant (2003) prices (R 

millions) 

2001 300 310 

2002 340 350 

2003 410 410 

2004 470 430 

 

Question 34 

Why are GDP at current prices and GDP at constant prices the same for the year 2003? 

a) 2003 is the base year. (correct) 

b) The same prices are used in both instances. (correct) 

c) There was no inflation in the year 2003. 

 

Question 35 is based on the table below, which shows the GDP of country A at current prices for years 1 and 2. 

 

Year GDP at current prices 

1 100 

2 110 



 

Question 35 

Which of the following statements are correct? 

a) The increase in GDP from year 1 to year 2 can be the result of an increase in the general price level. 

(correct) 

b) The increase in GDP from year 1 to year 2 can be the result of an increase in production. (correct) 

c) It is impossible to tell from the given information whether the 10% increase in GDP from year 1 to year 

2 represents economic growth. (correct) 

 

Question 36 

Which of the following are measurements of inequality? 

a) the Lorenz curve and the Gini coefficient. (correct) 

b) the income ratio 

c) the quantile ratio. (correct) 

 

Question 37 

The consumption function is based on the premise that as income increases, consumption expenditure will: 

1) Increase by the same amount. 

2) Increase by a smaller amount. (correct) 

3) Increase by a larger amount. 

4) Remains constant since the consumption function does not shift. 

 

Question 38 

Which of the following is likely to shift the consumption schedule upwards? 

1) Expectations of a fall in interest rates. 

2) Consumer prices are expected to fall. 

3) A currently large stock of durable goods in the possession of consumers. 

4) The expectation of a future rise in the consumer price index. (correct). 

 

Question 39 

In the Keynesian consumption function, current consumption: 

1) depends upon current income. 

2) does not change from one period to another. 

3) fluctuates with the business cycle. 

4) Both [1] and [3] above are correct. (correct) 

 

 

 



Question 40 

In the aggregate expenditures model, the size of the MPC is assumed to be: 

1) less than zero. 

2) greater than one. 

3) greater than zero, but less than one. (correct) 

4) eater than one, less than two. 

 

Question 41 

The equation C = 35 + 0,75Y, where C is consumption and Y is disposable income, tells us that: 

1) households will consume three-fourths of whatever level of disposable income they receive. 

2) households will consume R35 if their disposable income is zero and will consume three fourths of any 

increase in disposable income they receive. (correct) 

3) households will save R35 if their disposable income is zero and will consume three-fourths of any 

increase in disposable income they receive. 

4) households earn R35 and spend three quarters of their income. 

 

Question 42 

If aggregate desired expenditure is less than current output, it is likely that national income will ______________ 

and inventories will ________________ 

1) fall; rise (correct) 

2) fall; fall 

3) rise; rise 

4) fall; remain unchanged 

 

Question 43 

With respect to the aggregate expenditure function, it is true that: 

1) at any point above the 45-degree line, it is likely that inventories must fall to reach equilibrium. (correct) 

2) at any point on the 45-degree line, the economy is in equilibrium. (correct) 

3) at any point below the 45-degree line, inventories must rise to reach equilibrium. (correct) 

4) at any point on the 45-degree line, inventories are zero. 

 

Question 44 

As the marginal propensity to spend increases, the aggregate expenditure curve becomes 

___________ and the multiplier _____________. 

1) Flatter; decreases. (correct) 

2) Flatter; remains the same 

3) Steeper; remains the same 

4) Steeper; increases  



 

Question 45 

Consider the following information: 

Marginal propensity to consume = 0.9 

Investment = R 200m 

Autonomous consumption = R 70m 

 

The equilibrium level of income is 

1) R 300m. 

2) R 2 000m. 

3) R 2 700m. (correct) 

4) impossible to determine from the information provided. 

 

Y0 = 70 + 0.9Y + 200. Solving the equation in Y gives an answer of R2 700.  

 

Question 46 

In the Keynesian model, unemployment can be reduced by 

1) decreasing the level of saving or decreasing consumption. 

2) decreasing the level of saving. (correct) Says lAW 

3) persuading households to reduce their consumption. 

4) raising the interest rate. 

 

Question 47 

An increase in taxes of a specific amount will have a smaller impact on the equilibrium GDP than will a decline 

in government spending of the same amount because: 

1) the MPC is smaller in the private sector than it is in the public sector. 

2) disposable income will fall by some amount smaller than the tax increase. 

3) some of the tax increase will be paid out of income which would otherwise have been saved. (correct) 

4) Government spending may be used to buy motor vehicles. 

 

Question 48 

Which one of the following will cause a movement down along an economy's consumption schedule? 

1) an increase in stock prices. 

2) a decrease in stock prices. 

3) an increase in consumer indebtedness. 

4) a decrease in disposable income. (correct) 

 

 



Question 49 

The multiplier effect means that: 

1) consumption is typically several times as large as saving. 

2) a small change in consumption can cause a much larger increase in investment. 

3) a small increase in investment can cause GDP to change by a larger amount. (correct) 

4) a small decline in the MPC can cause equilibrium GDP to rise by several times that amount. 

 

Question 50 

If net exports decline from zero to some negative amount, the aggregate expenditures schedule would: 

1) shift upward. 

2) shift downward. (correct) 

3) not move (net exports do not affect aggregate expenditures). 

4) become steeper. 

 

Question 51 

The MPC for an economy is: 

1) the slope of the consumption schedule or line. (correct) 

2) the slope of the savings schedule or line. 

3) 1 divided by the slope of the consumption schedule or line. 

4) 1 divided by the slope of the savings schedule or line. 

 

Question 52 

The multiplier is useful in determining the: 

1) full-employment unemployment rate. 

2) level of business inventories. 

3) rate of inflation. 

4) change in equilibrium GDP resulting from a change in spending. (correct) 

 

Question 53 

If the MPC is 0,70 and gross investment increases by R3 billion, the equilibrium GDP will: 

1) increase by R10 billion. (correct) 

2) increase by R2.10 billion. 

3) decrease by R4.29 billion. 

4) increase by R4.29 billion. 

 

 

 

 



Question 54 

If the multiplier in an economy is 5, a R20 billion increase in net exports will: 

1) increase GDP by R100 billion. (correct) 

2) reduce GDP by R20 billion. 

3) decrease GDP by R100 billion. 

4) increase GDP by R20 billion. 

 

Question 55 

 

The above diagram shows consumption schedules for economies A and B with Ca the consumption line for 

economy A and Cb that for economy B. We can say that the: 

1) MPC is greater in B than in A. 

2) Investment at any given income level is greater in B than in A. 

3) MPC is greater in A than in B. (correct) 

4) MPS is smaller in B than in A. 

 

Question 56 

Which one of the following statements is correct? 

1) The aggregate demand curve (AD curve) can be shifted by monetary as well as fiscal policy measures, 

(correct) 

2) A restrictive fiscal policy will result in a rightward shift of the aggregate demand curve (AD curve). 

3) A general increase in wages in the economy will shift the aggregate supply curve downward (to the right). 

4) None of the above statements is correct. 

Question 57 

Which one of the following statements is incorrect? 

1) The aggregate AD-AS model seeks to explain the general price level and the aggregate production of 

goods and services. 

2) The aggregate demand curve shows the aggregate quantities that are demanded at different price levels. 



3) If aggregate supply falls, there will be an upward pressure on prices. 

4) In terms of the AD-AS model, if aggregate demand falls, with no change in aggregate supply, the money 

supply will increase. (correct) 

 

Consider the diagram below for questions 58 and 59. 

 

                                                  

 

Question 58 

The immediate effect of a decrease in government expenditure will be to 

1) move the AD curve to the left. (CORRECT) 

2) move the AD curve to the right. 

3) move the AS curve to the left. 

4) move the AS curve to the right. 

 

Question 59 

If South Africa were to discover a plentiful supply of cheap oil, this would 

1) move the AD curve to the left. 

2) move the AD curve to the right. 

3) move the AS curve to the left. 

4) move the AS curve to the right. (CORRECT) 

 

Question 60 

Which one of the following will give rise to an increase in aggregate demand? 

1) a deterioration in business confidence as a result of increased political violence 

2) a decrease in the repo rate. (CORRECT) 

3) an increase in the company tax rate 

4) a decrease in the international prices of the commodities that we export (e.g. gold, platinum, coal) 

 

Question 61 

Which one of the following is an example of an expansionary fiscal policy? 

1) a decrease in interest rates 

2) a decrease in government spending 



3) an increase in government spending (CORRECT) 

4) None of these statements is an example of expansionary fiscal policy. 

 

Question 62 

The monetary transmission mechanism: 

1) explains how banks create money. 

2) explains how the central bank transmits messages to other banks. 

3) describes the ways in which changes in the monetary sector are transmitted to the rest of the economy. 

(CORRECT) 

4) explains how developments in the economy affect the monetary sector, especially the banks. 

 

Question 63 

Inflation refers to: 

1) a sudden increase in prices 

2) a small increase in prices 

3) “too much money chasing too few goods” 

4) a sustained increase in the general price level (CORRECT) 

 

Question 64 

If the consumer price index at the end of 2011 was 100 and at the end of 2012 was 120, then the rate of inflation 

for 2012 was: 

1) 25% 

2) 20% (CORRECT) 

3) 16,66% 

 

Use the data in the table below to answer question 10 (all amounts in rand) 

 

Year GDP at current prices GDP at constant 2012 

prices 

GDP deflator 

2011 400 000 600 000 A = 

2012 500 000 B =  C =  

 

Question 67 

In the table above, A, B and C are respectively equal to: 

1) 66,67, R500 000 and 100 (CORRECT) 

2) 133,33, R600 000 and 66,67 

3) 66,67, R600 000 and 1 

4) 133,33, R500 000 and 100 



 

Question 68 

If the real interest rate is negative, then 

1) the inflation rate is larger (higher) than the nominal interest rate. (CORRECT) 

2) the inflation rate is smaller than the nominal interest rate. 

3) lenders will gain. 

4) the real value of a loan will increase. 

 

Question 69 

If a country’s rate of unemployment increases then we can conclude that 

1) the country is experiencing jobless growth. 

2) no new jobs are being created. 

3) GDP growth must be falling. 

4) the proportion of people of working age who want employment but cannot find employment is increasing. 

(CORRECT) 

 

Question 70 

Which of the following situations describe structural unemployment? 

a) John is qualified as an economist, but cannot find employment because employers prefer to hire female 

economists. (CORRECT) 

b) Jacob used to work in a gold mine and lost his job after the price of gold fell and the mine closed. 

(CORRECT) 

c) Johanna is a typist and cannot find employment because she does not know how to use a computer. 

(CORRECT) 

d) Jim can only find work as a tourist guide on the Cape Wine Route during the summer months. 

 

Question 80 

Reasons on the demand side of the labour market for increasing unemployment in South Africa could include 

a) an increase in population growth. 

b) an increase in the capital intensity of production. (CORRECT) 

c) an increase in immigration. 

d) a decrease in the production of goods and services. (CORRECT) 

e) an increase in the cost of employing labour. (CORRECT) 

  

 

 

 

 



Question 81 

A rightward shift of the Phillips curve 

1) indicates that the trade-off between inflation and unemployment has become less severe. 

2) indicates that every level of inflation is associated with more unemployment than before. (CORRECT) 

3) is associated with deflation. 

4) indicates an expansion in economic output. 

 

Question 82 

Which one of the following should not form part of a strategy to combat unemployment in South Africa? 

1) steps to increase the capital intensity of production (CORRECT) 

2) steps to limit the supply of labour 

3) steps to stimulate the demand for labour 

4) steps to increase the labour intensity of production 

 

Question 83 

During a recession, cyclical unemployment will ________ and inflation will ________. 

1) increase; decrease (CORRECT) 

2) decrease; decrease 

3) decrease; increase 

4) increase; increase 

 

Question 84 

Import substitution involves 

1) the reduction of import tariffs so that an economy can export goods that were previously imported. 

2) the use of import tariffs to encourage the local production of goods that were previously imported. 

(CORRECT) 

3) the protection of industries in which an economy would traditionally have enjoyed comparative 

advantage. 

4) the substitution of local labour with imported capital to reduce the costs of production and ensure the 

competitiveness of strategic industries. 

 

Question 85 

Which one of the following statements is incorrect? 

Economic growth: 

1) may be measured as the annual rate of increase in GDP. 

2) may be measured as the annual rate of increase in GDP at constant prices. 

3) may be measured as the annual rate of increase in GDP at current prices. (CORRECT) 

4) should preferably be measured on a per capita basis. 



 

Question 86 

The phase of the business cycle at which almost all available resources in the economy are in use is referred to 

as 

1) the recovery phase. 

2) the peak phase. (CORRECT). 

3) the expansion phase. 

4) the trough phase. 

 

Question 87 

Which of the following statements are correct? 

a) A flow variable is measured over a specific period. (CORRECT) 

b) Wealth, assets, liabilities and profit are all stock variables. (CORRECT) 

c) Stocks can change as a result of flows. 

 

The diagram below shows the circular flow of income and spending between households and firms. 

 

 

 

Question 88 

Which one of the following statements is correct? 

1) Flows (2) and (3) represent income. 

2) Flows (2) and (4) represent spending. 

3) Flows (1) and (2) represent spending. 

4) Flows (1) and (3) represent spending. (CORRECT) 

 

Question 89 

In the circular flow of income and spending 

1) investment results in a decrease in the volume of the income flow. 



2) taxes result in an increase in the volume of the income flow. 

3) imports result in an increase in the volume of the income flow. 

4) (CORRECT). (CORRECT) 

 

Question 90 is based on the following diagram. 

 

       

 

 

Question 90 Which flows represent taxes? D and E  

 

Question 91 

Which of the following statements are correct? 

a) Investment is the most important form of saving in the economy. 

b) Financial institution acts as intermediary between those who save and those who wish to invest. 

(CORRECT) 

c) Financial sector is the funnel through which investment is withdrawn from the circular flow of income 

and spending. 

 

Question 92 

Which of the following constitute the government? 

1) national government 

2) local government 

3) provincial government 

4) All of the above (CORRECT) 

. 

Question 93 

Which of the following could be considered as examples of financial institutions in South Africa? 

1) Nedbank and Old Mutual Insurance Company. (CORRECT) 

2) South African Revenue Service (SARS) and the Iscor Pension Fund. 

3) National Lottery and Coca Cola Mega Millions. 

4) National Treasury and JSE Securities Exchange. 



 

Question 94 

Which one of the following is NOT a function of money? 

1) Money serves as a medium of exchange. 

2) Money serves as unit of account. 

3) Money serves as a store of value. 

4) Money serves as a stock and flow. (CORRECT) 

 

Question 95 

The modern bank note’s value of exchange 

1) is equal to its intrinsic value. 

2) is undermined by its use as a store of value. 

3) is supported by gold that the SARB vaults. 

4) is based on confidence. (CORRECT) 

 

Question 96 

The positive balance on your cheque account is 

1) an asset for you and a liability for your bank. (CORRECT) 

2) a liability for you and an asset for your bank. 

3) an asset for both you and your bank. 

4) a liability for both you and your bank. 

 

Question 97 

The South African Reserve Bank 

1) is responsible for the implementation of fiscal policy. 

2) is lender of last resort for those consumers who are unable to secure a loan from commercial banks. 

3) is co-responsible for tax collection. 

4) is responsible for the formulation of monetary policy. (CORRECT) 

 

Question 98 

Which of the following statements are correct? 

a) Banks can create demand deposits by granting credit to their clients in the form of overdraft facilities. 

(CORRECT) 

b) When a person deposits cash in a cheque account there is no immediate change in the quantity of money. 

(CORRECT) 

c) When the cash reserve requirement increase, the credit multiplier increases. 

 

 



 

Question 99 

The quantity of money available will increase when 

1) a person deposits his or her money with a bank. 

2) banks keep their reserves with the reserve bank. 

3) banks make loans that result in additional deposits. (CORRECT) 

4) the government keeps its funds with the reserve bank. 

 

Question 100 

If the required reserve ratio is increased, the money multiplier 

1) decreases. (CORRECT) 

2) remains the same, as long as banks hold no excess reserves. 

3) could either increase or decrease. 

4) increases. 

 

Question 101 

The demand for money 

1) for transaction purposes is determined by income and the interest rate. 

2) for precautionary purposes is determined by income and the interest rate. 

3) for speculation purposes is determined by the interest rate. (CORRECT) 

 

Question 102 

The quantity of money demanded for precautionary purposes decreases if 

1) total output decreases. (CORRECT) 

2) consumer incomes increase. 

3) the interest rate increases. 

4) the inflation rate increases. 

 

Question 103 

Which of the following statements are correct? 

a) The demand for money is a function of income and the interest rate. (CORRECT) 

b) In general terms the liquidity preference may be expressed as L = f (Y, i). (CORRECT) 

c) The supply of money is determined by demand for money and the interest rate. (CORRECT) 

 

 

Question 104 is based on the diagram below, which shows the money market. 

 



 

 

Question 104 

Which of the following statements are correct? 

a) A change in equilibrium from E1 to E0 could be as a result of an increase in interest rate. (CORRECT) 

b) A change in equilibrium from E0 to E1 could be as a result of a decrease in income. 

c) A change in equilibrium from E0 to E2 could be as a result of an increase in income. (CORRECT) 

 

Question 105 

The reserve banks can use the open market operations to 

1) issue new currency notes. 

2) control the money supply. (CORRECT) 

3) sell foreign exchange. 

4) influence the flow of goods and services. 

 

Question 106 

The purchase and sale of financial assets to and from the banks by the South African Reserve Bank is known as 

the 

1) accommodation policy. 

2) credit control policy. 

3) public debt management policy. 

4) open market policy. (CORRECT) 

 

Question 107 

Efficient resource allocation occurs when 

a) enough goods and services are produced. 

b) all resources are used to produce goods and services. 

c) it is possible to make one person better off without making another person worse off. 

d) resources are fully employed. (CORRECT) 

 

 



Question 108 

Market failure occurs when 

a) market fails to produce enough goods and services. 

b) demand equals supply. 

c) the market is not in equilibrium. 

d) the market system is unable to allocate resources efficiently. (CORRECT) 

 

Question 109 

Government spending in South Africa is financed through 

a) tax revenues collected from households and firms. (CORRECT) 

b) borrowing from the central bank, domestic market and international market. (CORRECT) 

c) income from partial and or full ownership in enterprises. (CORRECT) 

 

Question 110 

Which of the following statements are correct? 

a) The difference between government spending and borrowing is called the budget deficit. (CORRECT) 

b) If government finances part of its spending from borrowing from the central bank, it is called inflationary 

financing. (CORRECT) 

c) Expansionary fiscal policy implies that taxes must increase and government spending must be limited. 

 

Question 111 

Which one of the following statements regarding taxes is correct? 

1) Taxes which distort relative prices are not neutral. (CORRECT) 

2) The aim of taxes is to change the behaviour of people. 

3) Equity in the tax system ensures simplicity and neutrality. 

4) In a good tax system compliance costs are equal to administration costs. 

 

Question 112 

A tax is 

1) regressive when everybody pays the same amount of tax. (CORRECT) 

2) regressive when all taxpayers pay the same rate. 

3) proportional when everybody pays the same amount of tax. 

4) proportional when it is levied on goods and services at the same standard rate. 

 

Question 113 

Which of the following statements are correct? 

a) The statutory or legal incidence of a tax determines who ultimately bears the burden of the tax. 



b) The degree to which the burden of a tax can be shifted depends on the price elasticities of demand and 

supply of the good or service in question. (CORRECT) 

c) The government prefers levying excise taxes on the consumption of goods with a high elasticity of 

demand. 

 

Question 114 

Country A can produce 20 units of maize or 10 units of bananas. Country B can produce 30 units of maize or 20 

units of bananas. Assuming constant opportunity costs, which of the following statements are correct? 

a) Country B has an absolute advantage in the production of maize. (CORRECT) 

b) Country B has an absolute advantage in the production of bananas. (CORRECT) 

c) Country A has a relative advantage in the production of bananas. 

 

Question 115 

The purpose for the introduction of an import tariff is to 

1) expose local production to international competition. 

2) reduce local production and increase imports. 

3) restrict the importation of harmful products. 

4) serve as a source of income for the government. (CORRECT) 

 

Question 116 

An increase in the supply of dollars in the South African foreign exchange market can be caused by 

1) more South African firms purchasing capital goods from the United States. 

2) an increase in the gold price. (CORRECT) 

3) a decrease in economic activity in the United States. 

4) more South African tourists visiting the United States 

 

Question 117 

Which one of the following is most likely to increase the demand for US dollar on the South African foreign 

exchange market? 

1) A fall in the interest rates in the United States. 

2) An expected decline of the value of the rand relative to the dollar. (CORRECT) 

3) A recession in South Africa. 

4) A decrease in international tourism. 

Question 118 

When the rand/$ exchange rate changes from R7,10/$1 to R7,20/$1, the rand has 

1) appreciated against the dollar. 

2) gained against the dollar. 

3) depreciated against the dollar. (CORRECT) 



 

Question 119 

A depreciation of the rand against the US dollar will lead to a decrease in 

1) the price of imported goods in South Africa. 

2) the price of South African products sold in the USA. (CORRECT) 

3) the price of petrol in South Africa. 

4) the number of tourist from the USA visiting South Africa. 

 

Question 120 

When the rand appreciates against the dollar 

1) export prices increase and import prices decrease. (CORRECT) 

2) export prices decrease and import prices increase. 

3) export prices increase and import prices increase. 

4) export prices decrease and import prices decrease. 

 

Question 121 

Which of the following statements are correct? 

a) When calculating GDP, goods are counted when they are purchased as inputs and when they are sold as 

final goods. 

b) Only transactions that represent production of new goods and services are included in the GDP. 

(CORRECT) 

c) When calculating GDP using the expenditure approach, both final goods and intermediate goods are 

included in order to avoid double counting. 

 

Question 122 

Which of the following statements are correct? 

a) When prices increase, nominal GDP increases even if the production of new goods and services does not 

increase. (correct) 

b) An increase in nominal GDP by 7% indicates that real output has increased by 7%. (false) 

c) If nominal GDP increases by 5%, GDP at current prices will also increase by 5%. (correct) 

 

Question 123 

If there are 100 million people in the population, 50 million people are in the labour force and 10 million people 

are unemployed, then the unemployment rate is 

1) 5% 

2) 6,7% 

3) 10%. 

4) 20% (CORRECT) 



 

Question 124 is based on the following information. 

 

Year CPI 

2000 100 

2002 125 

2004 135 

 

Question 124 

Consumer prices 

1) rose by 10% from 2002 to 2004. 

2) fell by 25% from 2000 to 2002. 

3) fell by 10% from 2002 to 2004. 

4) rose by 8% from 2002 to 2004. (CORRECT) 

 

Question 125 

Which of the following statements are correct? 

a) All transactions with the rest of the world are recorded in the balance of payments. (correct)  

b) When the value of imports exceeds the value of exports, the country has a trade surplus. (false) 

c) The balance of payments is an important indicator of the state of an economy. (correct) 

 

Question 126 

Which of the following statements are correct? 

a) The best measure of the distribution of income in a country is real GDP per capita. (false) 

b) When constructing the Lorenz curve, the cumulative percentage of the population is plotted against the 

cumulative percentage of income. (correct) 

c) The higher the Gini coefficient, the higher the income inequality. (correct) 

 

Question 127 

Using the Keynesian macroeconomic models 

1) one can study the money market.  

2) one can predict the likely impact of fiscal policy on aggregate production and income. (CORRECT) 

3) one can study inflation. 

 

 

 

 

 



Question 128 

Which of the following statements are correct? 

a) Total income = total production = total spending in the national accounts as well as in macroeconomic 

theory.  

b) In macroeconomic theory, total production is synonymous with total income. (correct) 

c) According to Say, aggregate demand in the economy can never be insufficient because supply creates its 

own demand. (correct) 

 

Question 129 

Which of the following statements are correct? 

a) In the Keynesian model, there will always be an automatic tendency towards full employment if the 

economy is operating at a level of production or income below full-employment. 

b) Macroeconomic theory deals with events that occurred in the past. 

c) Consumption spending can exceed income. (correct) 

 

Question 130 

Which of the following statements are correct? 

a) Induced consumption refers to the fixed part of consumption spending which does not change as the level 

of income changes. (incorrect) 

b) The slope of the consumption function is always greater than that of the aggregate spending curve. 

(incorrect) 

c) If the marginal propensity to save increases, the equilibrium level of income will increase. (incorrect) 

 

Question 131 

An increase in autonomous consumption will result in 

1) a movement from left to right along the consumption function. 

2) a movement from right to left along the consumption function. 

3) an upward shift of the consumption function. (correct) 

4) an downward shift of the consumption function. 

 

Question 132 

If the marginal propensity to consume increases 

1) there will be a movement from left to right along the consumption function. 

2) the consumption function will shift parallel upwards. 

3) the consumption function will shift parallel downwards. 

4) the slope of the consumption function will be steeper. (correct) 

 



Question 7 is based on the following equation which refers to a closed economy with no government. C = 100 + 

3/4Y 

 

Question 133 

Which of the following statements are correct? 

a) When income is zero, private savings are 100. (incorrect) 

b) The slope of the savings function is ¾. (incorrect) 

c) The savings function is given by S = 100 + 1/4Y. (incorrect) 

 

Question 134 

If C = 50 + 0,9Y, then at an income level of 1000, savings are 

1) -100. 

2) -50. 

3) 50. (correct) 

 

Question 135 

Which of the following statements are correct? 

a) Investment is negatively related to the interest rate. (correct) 

b) If investment is dependent on the income level, it is regarded as autonomous and illustrated graphically 

by a horizontal line. 

c) Income is the most important determinant of the level of investment. 

 

Question 136 

Autonomous investment means that investment is independent of the 

1) cost of capital goods. 

2) level of income. (correct) 

3) interest rate. 

4) expected revenue to be earned from capital goods. 

 

Question 137 

If total production is R180 billion and aggregate spending is R200 billion, firms inventories will 

1) stay constant and so will output. 

2) pile up and output will increase. 

3) pile up and output will decrease. 

4) run down and output will increase. (correct) 

5) run down and output will decrease.  

 

Question 137 is based on the following information, which refers to a closed economy without a government: 



 

Autonomous consumption = 200, investment spending = 400 and the marginal propensity to save is ¼. 

 

Question 138 

Which of the following statements are correct? 

a) The equilibrium level of income is 800. 

b) The equilibrium level of income is 2400. (correct) 

c) The multiplier is 4. [1/(1-0.75)] (correct) 

 

Question 139 

Which of the following statements are correct? 

a) The introduction of government spending increases the size of the multiplier. 

b) The introduction of taxes increases the size of the multiplier. 

c) The introduction of taxes reduces the slope of the consumption function. (correct) 

 

                                         

 

Question 140 

Which one of the following will increase the size of the multiplier? 

1) An increase in the level of net exports. 

2) A reduction in the level of government spending. 

3) An increase in the tax rate. 

4) An increase in the marginal propensity to consume. (correct) 

5) An increase in the marginal propensity to save. 

 

Question 141 

Which of the following statements are correct? 

a) If the marginal propensity to consume increases, the equilibrium level of income will increase. (correct) 

b) In an open economy with a government sector the sum of the marginal propensity to consume and the 

marginal propensity to save is always equal to 1. (incorrect because of the taxes) 

c) If the tax rate decreases, the aggregate spending curve will shift parallel upwards. (incorrect) 



 

Question 142 

The four components of aggregate demand are 

1) investment, government expenditure, consumption spending and net exports. (correct) 

2) consumption spending, savings, capital formation and exports. 

3) consumption spending, investment, savings and government expenditure. 

4) investment, government expenditure, capital formation and imports. 

 

Question 143 

Which of the following statements are correct? 

a) AD and AS curves are simply summations of market demand and supply curves for different goods and 

services produced. 

b) The AD curve indicates the level of total expenditure at various price levels in the economy. (correct) 

c) The AS curve indicates the various levels of output which are supplied at constant prices. 

 

Question 144 

In the AD-AS model, 

1) an increase in productivity is shown by a shift of the aggregate supply curve to the left. (incorrect) 

2) a decrease in the interest rate is shown by a rightward shift of the aggregate demand curve. (correct) 

3) an increase in the interest rate is shown by a shift of the aggregate supply curve to the left. (incorrect) 

 

Question 145 is based on the following diagram. 

 

                                                           

 

 

Question 145 

Movement from point E0 to E1 must have been as a result of 

1) an increase in interest rate. (correct) 

2) a decrease in taxes. 

3) an increase in money supply. 



Question 146 

If real GDP increases and price level remains stable, it is likely that 

1) both aggregate demand and aggregate supply have increased. (correct) 

2) aggregate demand has increased and aggregate supply has decreased. (incorrect) 

3) aggregate supply has increased and aggregate demand has decreased. (incorrect) 

4) both aggregate demand and aggregate supply have decreased. (incorrect) 

 

 

                                         

 

Question 147 

The monetary transmission mechanism 

1) starts with a change in investment. (incorrect) 

2) is not affected by the interest elasticity of investment demand. (incorrect) 

3) shows how changes in the monetary sector is transmitted to the financial sector. (incorrect) 

4) explains how changes in interest rates influence real variables in the economy. (correct) 

 

Question 148 

Which one of the following statements about lags is correct? 

1) The decision lag is shorter for fiscal policy than for monetary policy. (incorrect) 

2) The implementation lag is extremely short for fiscal policy and long for monetary policies. (incorrect) 

3) The recognition lag is the same for fiscal and monetary policy. (correct) 

4) The impact lag is shorter for monetary policy than for fiscal policy. (incorrect) 

 

Question 149 

Which of the following statements are correct? 

a) Inflation means buying less with your money now than before prices increased. (correct) 

b) Purchasing power of a consumer’s income is inversely related with inflation. (correct) 

c) Nominal values are obtained by dividing the real values by the price level. (incorrect) 

 

 



Question 150 

Which of the following statements are correct? 

1) If the inflation rate is lower than the nominal interest rate, it is likely that wealth will be redistributed 

from the borrower to the lender. (correct) 

2) If individuals expect a further increase in inflation, they may tend to save more in traditional forms of 

saving. (incorrect) 

3) High inflation tends to stimulate productive activity at the expense of speculative activity. (incorrect) 

4) If inflation results in balance of payments problems it can be overcome by allowing the local currency to 

appreciate against other currencies. (incorrect) 

 

Question 151 

During inflation, government realises increased revenue from taxation known as 

1) fiscal income. (incorrect) 

2) fiscal surplus. (incorrect) 

3) fiscal deficit. (incorrect) 

4) fiscal dividend. (correct) 

 

Question 152 

a) The demand pull inflation is caused by excessive aggregate demand in relation to an economy’s 

production capacity. (correct) 

b) Cost-push inflation is caused by an increase in the cost of imported capital and intermediate goods. 

(correct) 

c) Cost-push inflation can be combated by contractionary monetary and fiscal policies. (incorrect) 

 

Question 153 

Stagflation refers to 

1) an increase in inflation and a decrease in unemployment. (incorrect) 

2) a decrease in inflation and an increase in employment (incorrect) 

3) an increase in the general price level and a decrease in the level of output. (correct) 

4) a decrease in the general price level and an increase in the level of output. (incorrect) 

 

Question 154 

Unemployment 

1) includes everybody who are willing and able to work, but do not have a job. (correct) 

2) leads to human development as well as gaining of experience. (incorrect) 

3) is not always a loss to society provided present labour is saved for future use. (incorrect) 

4) can be reduced by the availability of unemployment benefits and other social welfare programmes. 

(incorrect) 


