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Academic Year 2018- 2019 

Third Term  

Economics Revision sheets  

Name: ________________________     Date: _______________ 

Grade: 11                                      Sections: _____________ 

SECTION A: DIAGNOSIS: 

 

I: Choose the letter of the choice that best answer the questions;                                         

1. A depreciation of a currency occurs when__________________  

a) The value of currency falls 

b) The value of the currency increases 

c) Inflation falls 

d) Balance of payment improves 

2. If one Canadian dollar is equal to US$0.6134, then one US dollar is equal to 

how many C$? 

a) $1.6303 

b)  $1.5406 

c)  $1.5967 

d)  $1.4534 

3. If one Euro is equal to C$1.4904, then one Canadian dollar is equal to how 

many Euros? 

a) 0.6453 

b)  0.6767 

c)  0.6710 

d)  0.6545 
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4.  Appreciation of a currency is ___________. 

a) the increase in the value of one currency in terms of another. 

b)  the decrease in the value of one currency in terms of another. 

c)  A sudden increase in the value of a currency that had previously been fixed 

in value. 

d)  an sudden decrease in the value of a currency that had previously been fixed 

in value. 

5. Demand-pull inflation may be caused by_________. 

a) An increase in costs 

b) A reduction in interest rates 

c) A reduction in government spending 

d) An outward shift in aggregate supply 

6. The rapid increase in the price level is defined as ____________ 

a) Inflation 

b) Hyperinflation 

c) Stagflation 

d) None of above 

7. Inflation always reduces the ____________ 

a) Cost of production 

b)  prices of product 

c) Reduces the standard of living 

e) All of the above. 

8. The exchange rate is __________. 

a) The price of one currency relative to gold. 

b)  The value of a currency relative to inflation. 

c) The change in the value of money over time. 

d) The price of one currency relative to another. 

e) All of the above. 
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II. Write whether the statement is ‘True’ or ‘False ‘: 

1. The exchange rate  in which a country allows the value of the currency to be 

determined by the market forces of supply and demand is known as a fixed 

exchange rate. ____________ (F) 

2. If Japan has an absolute advantage in the production of an item, it must also 

have a comparative advantage in the production of that item .___________ 

(F) 

3. Decreases in currency values within a floating rate system are called 

devaluations. ___________ (T) 

4. Comparative advantage is based on production possibility frontier. 

__________ (F) 

5. absolute advantage is a comparison based on PPF. ____________ (T) 

6. Countries import goods for which they have a comparative advantage. 

__________ (F) 

7. If gains from trade are based on comparative advantage, and if all countries 

have the same opportunity costs of production, then there are no gains from 

trade.____________ (T) 

8. Quota is a tax imposed on imports to increase their prices in the domestic 

market. _____________ (F) 

9. Balance of payment is the difference between the money a country pays out 

and receive from other countries. ___________ (T) 

10. Trade deficit of a country means the value of its exports are more than a 

value of a country’ s exports. _________ (F) 
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SECTION B: VOCABULARY 

            Hyperinflation        Exports           Price index         Imports  

              Velocity of circulation                   Inflation 

                     Demand-pull inflation              Cost-push inflation 

                Deflation           Absolute advantage 

      

Fill in the blanks by using appropriate word; 

1. Inflation  is the rise in the general price level. 

2. Cost push inflation is the rise in price level because of higher cost of 

production. 

3. Demand Pull inflation is the rise in the price level because of excessive 

demand. 

4. Imports are the goods and services that a nation buys from other nations. 

5. Deflation is the decrease in the general price level. 

6. Absolute advantage is a country’s ability to produce a given product more 

efficiently than another country. 

7. Hyperinflation is a type of inflation in which prices increases very rapidly. 

8. The change in the general price level in percentage term over time is called 

price index . 

9. Velocity of circulation is the number of time a currency changes hands. 

10. Exports are the goods and services that a nation produce and sell to other 

countries. 
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SECTION C: DESCRIPTIVE ANALYSIS 

Answer the following questions; 

1. What is the difference between fixed exchange rate and floating exchange 

rate? 

• Fixed exchange rate is a system under which the values of the currencies 

are fixed in relation to one another. 

 

• Flexible exchange rate system is relies on supply and demand to 

determine the value of one currency in terms of another. 

2. What are the three types of inflation? 

Types of inflation are given below: 

• Cost – push inflation 

• Demand pull inflation 

• Monetary inflation 

3. What is the difference between protectionists and free traders? 

• Protectionists are the people who want to protect domestic producers against 

foreign competition with tariffs, quotas and other trade barriers. 

 

• Free traders are the people who favor fewer or no trade restrictions. 

4. What is the balance of payment? 

• The balance of payment is a record of all economic transactions between 

residents of a country and the rest of the world. 

 

• It is a difference between the value of exports of a country and the value of 

imports of that country. 

5. What is the difference between cost push inflation and demand pull inflation? 

• Cost push inflation occurs when the price level is pushed up by the increases in 

the cost of products. 

 

• Demand pull inflation occurs when the price level is pulled up by an excess 

demand . 
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6. What are the different types of trade barriers? 

There are many types of trade barriers: 

• Tariffs : Tax placed on an imported product. 

• Quota : Limit on the amount of a good that s allowed into a country. 

• Embargo : Government order prohibiting the movement of goods to a country.  

7. Calculate inflation rate by using the information given below: 

Consumer spend $50 on food, $20 on clothing, $60 on transport and $70 on 

entertainment. The prices of food rises by 8%, the price of clothing rises by 

10%, the price of transport falls by 10% and the price of entertainment rises 

by 5%. 

Category  Weight  

(Total 200) 

Price index Weighted price index 

(weight x price index) 

Food 50/200 = 1/4 8% 1/4 x8 (%)   =     2% 

Clothing 20/200 = 1/10 10% 1/10 x 10 (%)  =  1% 

Transport 60/200 = 3/10 -10% 3/10 x  -10 (%) = -1% 

Entertainment 70/200= 7/20 5% 7/20 x 5 (%) = 1.75% 

Inflation rate    3.75%  

(2%+1%+(-1%)+1.75% 

 


