AP Macroeconomics: 2024 Set 1

Question 2: Short 5 points
(a) Calculate real GDP in Louland in year 2 as 900,000 and show your work. 1 point
Real GDP Nominal GDP 100 1,035,000 100 = 900.000
= —— X = —X =
e GDP Deflator 115 ’

(b) State that the demand for money would increase and the nominal interest rate would 1 point

increase.
(c) State that the standard of living of the average citizen in Louland decreased from year 1 1 point

to year 2 and explain that the real GDP per capita in year 1 was 800 and the real GDP per

capita in year 2 was 750.
(d) State that the inflation rate from year 1 to year 2 was 15%. 1 point
(e) State that real wages decreased and explain that nominal wages increased by less than 1 point

the inflation rate (10% < 15%).

Total for question 2 5 points



