Intermediate Macroeconomics I

Economics 152a – 001

Summer 2005
Problem Set 1

2 May 2005
Jonathan Chiu

Question 1

1) A useful macroeconomic model

a) is extremely realistic.

b) is simple.

c) never generates testable hypotheses.

d) provides description of every details.

2) The basic components of a macroeconomic model involve all of the following except
a) the available technology.

b) the equilibrium prices.

c) the preferences of consumers.

d) the available resources.

3) The relationship between the level of growth of an economic variable, gt, and and its level, yt, is best approximated as
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4) The business cycle component of the log of real per capita GNP is equal to

a) log of actual real GNP ( log of trend GNP.

b) log of trend GNP divided by log of actual real GNP.

c) log of trend GNP ( log of actual real GNP.

d) log of actual real GNP divided by log of trend GNP.

5) The major difference between the growth component and the business cycle component of an economic time series is that

a) the growth component is always increasing while the business cycle component is fluctuating over time.

b) the growth component is constant over time while the business cycle component can change over time.

c) the business cycle component captures the long run trend while the growth component captures the short run fluctuations of the trend.

d) the growth component is the long run trend while the business cycle component is the deviation from the trend.

Question 2

Visit the CANSIMII web site: http://dc2.chass.utoronto.ca/cansim2/English/quick.html 

1. Download the following Canadian data series for the period 1971Q1-2000Q4: 

Nominal GDP  (V498918) & Population Total  (V1)

2. Compute the Nominal GDP per capita (y t).

3. Calculate the percentage growth rates in y t for each quarter from the previous quarter:

(y t – y t-1)/ y t-1x100

    What is the average growth rate for the whole period?

4. Repeat part (3) using 100x(log y t – log y t-1) as an approximation.

    What is the average growth rate for the period?


    [ Note: “log” refers to natural logarithm]

5. Calculate the percentage growth rate from 1971Q1 to 2000Q4:

(y2000Q4 – y1971Q1)/ y1971Q1x100

6. Repeat part (5) using 100x(log y2000Q4 – log y1971Q1) as an approximation. How large an error do you make by using the log-approximation?
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