
Exam #1 AP Macroeconomics Study Guide 

Format:  Section I 60 Multiple Choice (50%)
	    Section II  3 Essays (50%)

1.	What is the “economizing problem”?
2.	focus of macroeconomics
3.	differences between command, free market, and mixed economies
4.	what are the factors of production?
5.	circular flow model
6.	production possibilities curve
7.	what happens to price and quantity with demand or supply movements on the curve?
8.	why is demand curve downward sloping?
9.	supply curve upward sloping?
10.	demand/supply equilibrium
11.	comparative advantage
12.	what could promote or hinder consumer spending?
13.	what causes economic growth?
14.	price floors vs. price ceilings
15.	substitute vs. complementary goods
16.	what would cause dollar appreciation or depreciation?
17.	real vs. nominal GDP
18.	unemployment rate
19.	differences between frictional, structural, and cyclical unemployment
20.	components of GDP?
21.	shortcomings of GDP?
22.	What is not counted in GDP?
23.	transfer payments
24.	components of the aggregate expenditures model (know formula)
25.	shortcomings of the unemployment rate
26.	marginal propensity to consume (also how to calculate)
27.	marginal propensity to save (also how to calculate)
28.	multiplier effect
29.	what is disposable income?
30.	leakages vs. savings
31.	potential GDP
32.	Okun’s Law
33.	recessionary gap vs. inflationary gap
34.	Which has a greater impact on output: tax cuts or government spending?
35.	what is full-employment?
36.	how to calculate doubling time
37.	Who is hurt by inflation? Helped?
38.	effects of supply shocks on price level and output
39.	what could happen when output exceeds full employment?
40.	what causes the SRAS curve to shift outward or inward?
41.	causes and effects of increase or decrease in AD
42.	ratchet effect
43.	stagflation
44.	short-run Phillips Curve
45.	long-run Phillips Curve
46.	how do we achieve long-run economic growth?
47.	horizontal AS curve demonstrates what?



Section II: Free Response

Essay #1: AD & AS (study practice essay!)
Essay #2: Production Possibility Curve
Essay #3: GDP

	



