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RIARA SCHOOL OF BUSINESS
NURTURING INNOVATORS

JANUARY – APRIL 2025 SEMESTER EXAMINATIONS 
EXAMINATION FOR BACHELOR OF BUSINESS ADMINISTRATION 
DAY PROGRAMME

RFN 104: PRINCIPLES OF MACROECONOMICS
[bookmark: _GoBack]DATE:     15TH APRIL 2025							TIME: 2 HOURS 

GENERAL INSTRUCTIONS: 
Students are NOT permitted to write on the examination paper during reading time. 
This is a closed book examination. Text book/Reference books/notes are not permitted. 
SPECIAL INSTRUCTIONS 
1. Write your REGISTRATION NO. Clearly on the answer booklet(s). 
2. Answer Question One and ANY other TWO questions.
3. Questions in all sections should be answered in answer booklet(s) 
4. PLEASE start the answer to EACH question on a NEW PAGE.
5. For the questions, write the number of the question on the answer booklet(s) in the order you answered.
6. Write on both sides of each leaf and indicate number of each question at the top of each page.
7. Write the answers in a paragraph form unless stated otherwise. 
8. Marks allocated to each question are shown at the end of the question. 
9. All rough work must be done on the answer booklet and crossed through!
10. Use supplementary pages only when you have exhausted those in this book
11. Fasten the supplementary pages to the inside back cover of this booklet


QUESTION ONE: COMPULSORY (30 MARKS)
a) The manufacturing sector in Kenya has been adversely affected by unfavourable macroeconomic environment in the last two years. Briefly explain five potential negative effects of major macroeconomic indicators/variables on the sector. 		(10 marks) 
b) The Monetary Policy Committee of the Central Bank is the organ responsible for setting monetary policy using a variety of tools and instruments. Describe the application of five monetary policy tools.								(10 marks)
c) Agricultural productivity is a major determinant of the real GDP growth in Kenya. Evaluate five policy initiatives that the government can use to improve agricultural productivity. 											(10 marks)
QUESTION TWO (20 MARKS)
a) Inflation in Kenya declined to an all-time low in February 2025. Critically examine six potential benefits of the decline to households.				(12 marks)
b) Consider an economy with the following labour statistics:
	Category
	Millions of people

	Employed
	18

	unemployed 
	23

	Not in the labour force 
	5



Required: 
Compute: 
i) The adult population 
ii) The labour force 
iii) The labour force participation rate 
iv) The unemployment rate 					(8 marks)
QUESTION THREE (20 MARKS)
A Central Bank is a mandatory institution whenever a country runs a fiat money system. 
Required: With reference to the above statement:
a) Evaluate five essential properties of fiat money. 				(10 marks)
b) Describe five functions of the Central Bank Institution.			(10 marks) 		
QUESTION FOUR (20 MARKS)
Many developing countries experience severe short term and long term balance of payments deficit problems. 
a) Discuss five possible causes of balance of payment deficits.			(10 marks)
b) Articulate five policy measures that such countries can adopt to deal with the challenge. 											(10 marks)

  						*****END****
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