Macroeconomics




Name ___________________________

Forecasting and Policy Exercise

Your economic data is as following:

· GDP = 4000

· Full employment GDP = 3600

· Consumption = 3000

· Autonomous Investment = 600

· Government Spending = 400 (the budget is balanced)

· Inflation rate of 15%.

1. Show your economy on the business cycle model?



2.   Show your economy on the production possibilities model.



3.   Show your economy on the AS/AD model.



4.
What is the primary problem going on in the economy right now?  

5.
What do you think might have caused this problem?  

6.
If the mpc is .75, what would happen to GDP if Investment increased 50?

7.
Show this on the Business Cycle, AS/AD, and production possibilities model.





8.
What is the major concern you would have about this economy right now?

9.
If the mpc is .80, what would your recommend for the government actions in:


a)  Spending.


b)  Taxing.

10.
Show this on the Business Cycle, AS/AD, and Keynesian Expenditures model.





11.
What kind of a budget is this?  What kind of policy is this?


