
Economics 102 Midterm #1 Winter 2018

Due Monday 5 February

Closed Book
90 minutes total

Questions 1-6 are worth 15 points, Question 7 is worth 10 points

Read all the questions before you start. You have enough time to write several sentences for each, but make 
your main point in the first sentence. USE JARGON - precise use of appropriate terminology is central in 
any subject. Please answer on a separate sheet of paper.

1. CPI
a. What is it?
b. Is it a good measure for you?

2. U
a. Are you U? Why is that an appropriate classification?
b. What does our “headline” measure of U miss? (FYI, technically, it’s called U-3.)

3. Y = _ + …. 
a. Provide the definitions, elaborate a phrase on each component.
b. What is / is not in “I”?

4. g
a. What does not matter in the long run, particularly for the US and other developed countries?
b. What does matter in the long run? What’s happened to that component since WWII?

5. π
a. Why does it matter? When does it typically not matter?
b. If π = 2%, year-over-year, and the yield on 1-year bonds is i = 1.9% what is the real return?

6. China and Trade
Under Mao Zedong the Chinese economy was closed, an autarky. They couldn’t trade with the US or 
Europe due to the Cold War. They couldn’t trade with the USSR after 1959 due to many bilateral that 
culminated in a brief “hot” war in 1969. Then in 1976 Mao died, and by 1980 a leadership group headed by 
Deng Xiaoping was in firm control. Mao focused on national survival. Deng and his peers focused on 
economic growth. Over the next 2 decades they gradually enabled the country to engage in international 
trade, beginning with a handful of Special Economic Zones in the 1980s, a stable exchange rate from 1994, 
and accession to the World Trade Organization in December 2001.

a. What would we expect China to import? export? Why?
b. So what did they get out of it? What did we get out of it, good and bad?



7. Bonus Question: Thinking About Data

You’re in Beijing, meeting with economists there to discuss China’s domestic 
macroeconomic trends. For better and for worse you have the graph below.

a. What can you learn from this graph?
b. What is hard to tell from the graph? How might you make it more useful? Units, etc, etc...
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Exports: Value Goods for China

US Dollars, Monthly Level, Not Seasonally Adjusted


