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Instructions: This exam contains two parts and is 120 minutes long. Part A has 10 short answer questions, and Part B has 2 long questions. You are required to answer all questions in the exam. Good luck!

Part A. Each question is worth 3 points. 

a) Explain why the CPI tends to overestimate the impact of inflation on consumers.

b) Discuss how Statistics Canada helps firms to predict the future well-being of the economy.

c) Explain what the exchange rate index is.

d) Discuss the effect of a onetime decrease in the population growth rate on real GDP per worker and capital per worker using the Solow growth model.
e) What is underemployment?
f) True or false: “In the Solow growth model, the growth rate of real GDP per worker is zero.” Explain.

g) True or false: “Romer growth model does not have a steady state equilibrium.” Explain.
h) What does the Solow growth model have to say about the slower growth in Syria compared with US and Canada?
i) True or false: “In the flexible price model, employment level can be below full employment.” Explain.
j) Discuss the impact of an increase in the tax rate on growth using the Barro growth model.
Part B. Each question is worth 5 points. 

1. Use a well-labelled diagram to show the impact of a onetime increase in technology on real GDP per worker, capital per worker using the Solow growth model. Also discuss the impact of such a change on growth.
2. Assume that the economy’s production function is Cobb-Douglas:
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a) Derive the labour demand function.

b) Derive the equilibrium real wage.

c) What is potential output for this economy?
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