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SECTION A

1) The following information is given for an economy

Consumption function C =200 + 0.7Y
Investment function I =1000

a) Determine the following:

(i) Marginal propensity to consume (1 mark)

(i) Marginal propensity to save (2 marks)

(iii) Calculate the equilibrium level of national income (5 marks)

(iv) Calculate the value of the multiplier (2 marks)

(v) What is the value of autonomous consumption? (1 marks)

(vi) What is the value of induced consumption? (3 marks)




(vii) What is the value of consumption when Y is at equilibrium? (2 marks)

(viii) If investment increases by $50 by how much would Y change? (4 marks)

2)
Macroeconomic Variable

Amount in $ Billions

Domestic debt

External debt

Domestic Interest Payment
External Interest Payment
Domestic Principal Payment
External Principal Payment
Exports

GDP

Calculate the following;:

a. Total debt (1 mark)

b. Domestic Debt service (2 marks)

30
60
1.2
1.8

3

6
24
100



c. External debt service (2 marks)

d. Debt to GDP (1 mark)

e. Debt Service (2 marks)

f. Debt service ratio (2 marks)



g. Domestic debt service ratio (1 mark)

h. External debt service ratio (1 mark)

3) a) Define investment (1 marks)
b) Explain how the following factors would affect investment. (5 marks)
(i) interest rates  (ii) consumer demand

c) Distinguish between the multiplier and the accelerator (2 marks)
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