Business Cycle Questions
1. The point on a business cycle when aggregate output stops rising and begins falling is a(n):
A. Peak
B. trough
C. expansion
D. recession
E. recovery
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2. The movement from point B to C is called:
A. trough
B. expansion
C. depression
D. peak
E. contraction
3. In macroeconomics:
A. aggregate data such as real gross domestic product, the price level and unemployment are analyzed
B. individual and firm decisions regarding utility and profit maximization are studied
C. long-term economic growth is not considered to be important
D. government regulation of specific firms and industries is studied
E. the growth and decline of specific occupations and industries are analyzed
4. Economic models help economists:
A. make perfect predictions of changes in the economy
B. simplify the complexities of the economy into something that is more readily studied
C. graphically depict the economy because mathematical representations are useless
D. mathematically depict the economy because graphical representations are useless
E. explain simple relationships in the world with more complex representations
5. If during a period of several months we observe the economy to be simultaneously increasing its level of output and employment, we could assume that the economy is in:
A. depression
B. expansion
C. turning point between a recovery and a downturn
D. trough of the business cycle

6. In a typical business cycle, the business cycle trough is immediately followed by the:
A. business cycle peak
B. recession
C. expansion
D. downturn

7. Economic expansion is typically associated with which statistic:
A. falling inflation rate
B. increase in the poverty rate
C. falling unemployment rate
D. decrease in corporate profits
E. decrease in average weekly wages

8. For the past several months, per-capita output has increased, but at a slower and slower rate. Over the same period of time, the unemployment rate has been falling, but it appears to have leveled off and may soon rise. At what point in the business cycle does the economy appear to be located:
A. business cycle peak
B. recession
C. business cycle trough
D. expansion
E. contraction

9. A depression occurs when:
A. both output and employment increase
B. the economic downturn becomes extremely deep and prolonged
C. both price level and unemployment increase
D. output rises but employment remains unchanged
E. output falls while the employment rate rises

10. In macroeconomics:
A. aggregate data such as real gross domestic product, the price level and unemployment are analyzed
B. individual and firm decisions regarding utility and profit maximization are studied
C. long-term economic growth is not considered to be important
D. government regulation of specific firms and industries is studied[bookmark: _GoBack]1
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E. the growth and decline of specific occupations and industries are analyzed

11. An expansion is a period in which:
A. output declines
B. price level falls
C. employment falls
D. unemployment rises
E. output rises

12. The point at which a recession ends and the expansion begins is called the:
A. business cycle trough
B. downturn
C. business cycle peak
D. lag
E. contraction [image: ]
13. Use "The Business Cycle" Figure 2-1. The movement from point B to C is called:
A. trough
B. expansion
C. depression
D. peak
E. contraction

14. When an economy experiences a contraction in its business cycle, this is often:
A. considered the long run
B. considered to be a recession
C. accompanied by an increase in employment
D. viewed as a rarity in the business cycle
E. accompanied by a sharp increase in inflation rates
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Figure 2-1: The Business Cycle
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