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Day 5—Circular flow and GDP accounting. Study Chapter 6. Classify transactions before calculating: current or past production,
final or intermediate, domestic or foreign, market or nonmarket. Rebuild the expenditure identity and distinguish consumption, invest-
ment, government purchases, and net exports. Use units consistently and explain why transfer payments and purely financial trades
are excluded from current GDP.

Day 6—Real values, price indexes, and inflation. Study Chapter 7. Calculate real GDP, the GDP deflator, a consumer price index,
and an inflation rate. State the base period and denominator for every calculation. Compare nominal growth with real growth and
distinguish inflation, disinflation, and deflation. Retrieve the GDP identity from Day 5 before beginning.

Day 7—Labor markets and the first cumulative checkpoint. Study Chapter 8, then conduct a two-hour weekly session. Calculate
labor-force participation and unemployment rates; classify employed, unemployed, and not-in-the-labor-force cases; and distinguish
frictional, structural, and cyclical unemployment. After a break, complete 30–35 mixed questions from Chapters 1–8. Review every
guess and create a one-page Week 1 repair list.

Week 1 exit standard

Without notes, draw a PPF and a supply-and-demand graph; compute comparative advantage from either type of table; classify
GDP transactions; calculate real GDP, a price index, inflation, unemployment, and labor-force participation; and explain one
plausible wrong answer for each model. If two or more of these tasks fail, use the next morning for repair before beginning
Week 2.

Week 2: master AD–AS, equilibrium, money, and banking

This week contains the models that often generate multi-step questions. Slow down when a prompt moves between markets. A policy
action may begin in the banking system, change an interest rate, affect investment, and only then shift aggregate demand.

Day 8—Aggregate demand and the multiplier. Study Chapter 9. Build aggregate demand from consumption, investment, govern-
ment purchases, and net exports. Distinguish a price-level movement along AD from a nonprice determinant that shifts AD. Calculate
simple spending and tax effects only after identifying the initial autonomous change and the relevant marginal propensity.

Day 9—Short-run and long-run aggregate supply. Study Chapter 10. Draw SRAS and LRAS with clearly labeled axes. Classify
changes in input prices, productivity, resources, expected inflation, and the capital stock. Compare a demand shock with a supply
shock by their joint effects on output and the price level. Begin with a multiplier problem from Day 8.

Day 10—Equilibrium, output gaps, and self-correction. Study Chapter 11. Diagnose recessionary and inflationary gaps relative to
potential output. Trace the short-run effect of a shock, then explain the wage and expectation changes that produce long-run adjustment
when no new policy occurs. Practice questions in which the initial shock and later adjustment move different curves.

Day 11—AD–AS integration and repair. Add no new chapter today. From memory, draw six panels: demand expansion, demand
contraction, adverse supply shock, favorable supply shock, recessionary-gap self-correction, and inflationary-gap self-correction. For
each, write the direction of output, price level, and unemployment in the short run. Complete a mixed 25-question set and repair the
two most common errors immediately.

Day 12—Money, financial assets, and interest. Study Chapter 12. Distinguish money from income and wealth; compare liquidity,
return, and risk; relate bond prices inversely to interest rates; and calculate simple present and future values. Revisit the difference
between nominal and real values from Week 1, then connect expected inflation to nominal and real interest rates.

Day 13—Bank balance sheets and deposit expansion. Study Chapter 13. Label assets and liabilities from the bank’s point of view.
Follow a new deposit through required or desired reserves, excess reserves, lending, and possible deposit expansion. Treat a simple
multiplier as a conditional maximum, not a prediction that every dollar must be lent and redeposited. Work each calculation with a
miniature balance sheet.

Day 14—Money market, loanable funds, and the second checkpoint. Study Chapter 14, then compare the two interest-rate markets.
In the money market, identify changes in money demand and supply and use the nominal interest rate. In loanable funds, identify
saving and investment flows and use the real interest rate. Complete 35–40 mixed questions from Chapters 9–14, including questions
that require selecting the correct market before shifting a curve.
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Week 2 exit standard

From a blank page, draw AD–AS, the money market, and loanable funds with correct axes. Explain the difference between
a change in bank reserves, a change in the money supply, and a change in money demand. Solve one multiplier, one bank-
balance-sheet, one deposit-expansion, and one present-value problem. Do not advance with a memorized “left or right” rule
that you cannot explain.

Week 3: connect policy, expectations, growth, and the open economy

The third week turns separate models into complete transmission chains. Policy questions are rarely answered by naming a tool; you
must follow the tool through interest rates, spending, aggregate demand, output, the price level, and sometimes exchange rates or
long-run adjustment.

Day 15—The Federal Reserve and monetary policy. Study Chapter 15. Distinguish the direction of an open-market purchase from
a sale and trace each through reserves and short-term rates. Learn the roles of interest on reserve balances, administered rates, and
other policy tools in the framework presented by the chapter. Connect expansionary and contractionary actions to AD while keeping
money-market and AD–AS graphs separate.

Day 16—Fiscal policy, deficits, and debt. Study Chapter 16. Compare government purchases, taxes, and transfers; distinguish
discretionary policy from automatic stabilizers; and separate the annual deficit from accumulated public debt. Trace crowding out
through government borrowing and real interest rates. Practice identifying when a question supplies enough information for a definite
net result and when opposing effects make the direction ambiguous.

Day 17—Policy mix, transmission, rules, and lags. Study Chapter 17. Construct a matrix comparing expansionary and contrac-
tionary fiscal and monetary policy. Add inside, recognition, decision, implementation, and impact lags. Analyze combinations in
which policies reinforce one another and combinations in which output and interest-rate effects differ. Retrieve one full monetary and
one full fiscal chain before opening the chapter.

Day 18—Inflation, unemployment, and expectations. Study Chapter 18. Draw short-run and long-run Phillips curves and connect
them to AD–AS. Distinguish expected from unexpected inflation, movement along a short-run curve from a shift, and temporary
output effects from long-run neutrality claims. Work at least one question involving supply shock, one involving demand policy, and
one involving changed expectations.

Day 19—Long-run growth and productivity. Study Chapter 19. Separate a one-time increase in the level of potential output from
a sustained increase in its growth rate. Explain how physical capital, human capital, technology, institutions, saving, and productivity
affect living standards. Practice growth-rate and Rule-of-70 calculations, then return to LRAS and the PPF to represent growth
graphically.

Day 20—Open-economy macroeconomics. Study Chapter 20. Keep the current account and financial account conceptually distinct,
then connect them through international flows. Draw a foreign-exchange market with an explicitly named currency. Trace appreciation
and depreciation to imports, exports, and net exports. Follow interest-rate changes through capital flows and exchange rates without
reversing the currency quotation.

Day 21—Cumulative synthesis and Online Test 3. Spend 30 minutes rebuilding the full graph bank: PPF, supply and demand, AD–
AS, money market, loanable funds, Phillips curves, and foreign exchange. Then take Online Practice Test 3 as a 90-minute simulation.
Do not pause, consult notes, or read explanations during the test. Record the answer to every item; there is no penalty for an educated
guess on the official CLEP multiple-choice exam. Save detailed review for Day 22.

Week 3 exit standard

Given any policy or external shock, identify the first market affected and trace at least four links without skipping the interest-
rate, spending, or exchange-rate mechanism. Explain how the short-run result differs from the long-run result. Your Online
Test 3 report should identify performance by domain, error type, and time pressure—not merely a total percentage.
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Week 4: simulate, diagnose, repair, and confirm

The final week alternates testing with repair. Three untouched full-length forms are enough; taking a new test every day would measure
the same weaknesses faster than you can correct them. Use raw percentages to compare your own forms, not to predict an official
scaled score, because there is no published fixed raw-to-scaled conversion for this exam.

Day 22—Review Online Test 3 completely. Rework every missed, guessed, and slow item before reading the explanation. For each
distractor you considered, state why it fails. Sort the errors twice: first by blueprint domain, then by error type. Choose the two
weaknesses that could recover the most points and write a specific repair task for each, such as “redraw money-market shifts and
explain the interest-rate chain” rather than “study money.”

Day 23—Repair the two weakest domains. Return to the relevant chapter explanations and worked examples, then close the book
and reconstruct the models. Complete 15–20 targeted chapter questions for each weak area. Finish with ten mixed questions so that
the repaired method must be selected without a chapter label. If the same misconception appears again, rewrite the causal chain or
calculation from the point where the error begins.

Day 24—Printed Practice Test 1. Create official conditions: 90 uninterrupted minutes, no notes, no answer key, and the same
scratch-paper habits you will use on test day. At the halfway point, you should be near question 40. Mark difficult items and move on
rather than sacrificing several later questions. After the test, take a break and record only timing observations and uncertain question
numbers; delay full review until Day 25.

Day 25—Review Test 1 and build the final repair sheet. Use the same complete review protocol asDay 22. Compare the error pattern
with Online Test 3. A repeated weakness deserves immediate attention; a one-time careless error needs a prevention rule. Condense
the results into one final repair sheet containing no more than twelve entries: graphs to redraw, identities to retrieve, calculations to
repeat, and assumptions you commonly miss.

Day 26—Targeted consolidation, not another full test. Work through the final repair sheet. Redraw every graph family on blank
paper, then complete a 30-question mixed set assembled from chapter practice and the mastery review. Keep the set timed at the
official average pace, but spend as long as necessary afterward diagnosing errors. Stop studying at a reasonable hour so that fatigue
does not become the largest remaining weakness.

Day 27—Printed Practice Test 2. Take the second printed form under the same conditions as Test 1. The goal is not only a higher
raw percentage. Look for steadier pacing, fewer guesses caused by model confusion, and fewer repeated error types. If performance
deteriorates sharply or an important domain remains unstable, use the remaining online forms and postpone the official exam if your
schedule permits.

Day 28—Final review and test-day preparation. Review Test 2, but do not launch a broad new content campaign. Retrieve the final
repair sheet, work five representative calculations, and redraw the graph bank once. Confirm the test location or remote-proctoring
requirements, identification, appointment time, institutional score recipient, and current College Board policies. Finish with a normal
meal, a realistic bedtime, and the decision rules you will use when an item stalls.
How to use the remaining nine online tests

The online forms are a reserve of unseen evidence. Opening them casually destroys part of their value. Use another form only after
reviewing the previous one and completing at least one focused repair session.

Forms
Best use Rule before advancing

Online Tests 4–5
Additional full simulations if the official exam is
more than a week away or performance is unstable.

Separate forms with two or more repair days;
compare error patterns, not answer letters.

Online Tests 6–8
Spaced retesting during a five- or six-week plan, or
preparation after postponing the exam.

Rebuild weak models first and keep every form
timed and closed-book.

Online Tests 9–12
Fresh reserve for a later exam date, a retake, or
long-term retention checks.

Never preview questions; an unseen form provides
the cleanest readiness evidence.

If you miss a day, do not double the next session into an exhausting marathon. Move the schedule forward or use a weekly checkpoint
as a catch-up period, then preserve the spacing between the full-length tests. If you already know introductory economics, earn the

xiEffortlessMath.com



Understanding the CLEP Macroeconomics Exam

The model–change–result routine
Work from the model to the requested result in order. Skipping the starting point or the mechanism is what turns a
familiar graph into a guessing exercise.

Locate the start. Words such as long-run equilibrium, recessionary gap, full employment, balanced current account, or required
reserves already state where the economy begins. Draw or imagine that starting point before moving a curve. The same policy can
have different consequences depending on whether the economy starts below potential or at capacity.
Identify the change. Translate the event into the first economic variable it directly affects. Higher consumer confidence raises planned
consumption. An open-market sale reduces reserve balances in the introductory transmission story. Faster productivity growth raises
potential output. Do not jump from the event directly to a distant result.
Trace the mechanism. Follow arrows in order. A contractionary monetary-policy chain might be written as policy rate up, market
interest rates up, interest-sensitive consumption and investment down, aggregate demand left, and short-run output and price-level
pressure down. Every arrow is a place where a distractor can reverse the sign or substitute the wrong variable.
Answer the request. A stem may ask for the immediate balance-sheet change, the short-run equilibrium, or the long-run result.
Giving a true long-run statement to a short-run question is still wrong. Circle time words such as initially, in the short run, after wages
adjust, or in the long run.

One stem, five moves

An economy begins at long-run equilibrium. Businesses become pessimistic about future sales. What happens to real GDP
and the price level in the short run? The model is AD–AS. The start is the intersection of AD, SRAS, and LRAS. Pessimism
reduces planned investment, an aggregate-demand component. AD shifts left. At the new short-run intersection with the
existing SRAS curve, both real GDP and the price level are lower. A choice saying output eventually returns to potential
describes later self-correction, not the requested short run.

The routine also handles calculations. The model becomes the formula or accounting identity. The starting point is the data given. The
change is the numerator, denominator, or new period. The mechanism is the arithmetic and its units. The request tells you whether to
report an index, a percent, a dollar amount, or a direction. Writing units beside intermediate work catches answers such as “2 hours”
when opportunity cost should be expressed as units of one good sacrificed per unit of another.

Slow the chain down before trying to speed it up

Take a familiar policy statement: the central bank lowers its policy rate. Many students jump directly to “GDP rises.” That
answermay be directionally right in the standard short-runmodel, but the skipped links are precisely what the exam tests. Lower
administered rates influence short-term market rates; financial conditions affect interest-sensitive consumption and investment;
planned expenditure shifts AD; the position and slope of SRAS determine how the change divides between real output and the
price level. If the economy is already at long-run equilibrium, a later wage-price adjustment must be kept separate from the
initial effect.
Now change one word: the nominal interest rate falls because the price level falls while the nominal money supply is fixed.
That is the interest-rate effect behind movement along AD, not necessarily an independent monetary-policy shift. The observed
rate movement looks similar, but the initiating change identifies the model path.
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CLEP Principles of Macroeconomics for Beginners

On scratch paper, write no more than five short arrows. Put the variable that changes—not the story phrase—over each ar-
row. Then circle the variable named in the question. This prevents continuing past the requested horizon. It also reveals an
indeterminate result: if two arrows push the circled variable in opposite directions and the stem gives no relative size, the only
defensible answer is that its direction cannot be determined.

A true statement can still answer the wrong model

The most attractive distractors are often true somewhere else. “Output returns to potential” may be true after long-run self-
correction but not initially. “Investment falls when the real interest rate rises” belongs to loanable funds, while “quantity of
money demanded falls when the nominal interest rate rises” belongs to the money market. Before accepting a true sentence,
verify its model, starting condition, and time horizon.

Quick Review

Apply the five moves to this event: households decide to save more of each additional dollar of income. Which model is active, what
changes first, how does the simple spending multiplier change, and what exactly would you need to know before predicting the size of the
change in equilibrium output?

1.3 Working with Graphs, Data, and Calculations Under Time Pressure
Graph questions become easier when you read the axes before the story. The axis labels identify the model and tell you which variables
are endogenous. On an AD–AS graph, the vertical axis is the overall price level and the horizontal axis is real GDP. On the money-
market graph used in introductory macroeconomics, the vertical axis is a nominal interest rate and the horizontal axis is the quantity
of money. On a loanable-funds graph, the vertical axis is a real interest rate and the horizontal axis is the quantity of loanable funds.
Treating those three interest-rate graphs as interchangeable is one of the most damaging beginner habits.
After reading the axes, identify every curve and the starting equilibrium. Then ask whether the event changes an axis variable or a
determinant held outside the axes. A change in the overall price level causes movement along aggregate demand; it does not shift
AD. A change in consumption caused by confidence shifts AD. A change in the nominal interest rate causes movement along money
demand; a change in the price level or real income can shift money demand. The words increase in demand mean a rightward shift,
while increase in quantity demanded means movement down and right along the same demand curve.
When two curves shift, analyze them separately before combining results. Suppose demand rises and supply falls in an ordinary
market. Higher demand raises price and quantity. Lower supply raises price and lowers quantity. The price effects reinforce, so price
must rise. The quantity effects oppose, so the direction of quantity is indeterminate unless the stem reveals which shift is larger. A
distractor that predicts both price and quantity rise has silently assumed demand moved farther. That result is possible, not necessary.

Simultaneous changes First effect Second effect Certain combined conclusion

Demand rises; supply falls 𝑃 ↑, 𝑄 ↑ 𝑃 ↑, 𝑄 ↓ Price rises; quantity is
indeterminate.

Demand falls; supply rises 𝑃 ↓, 𝑄 ↓ 𝑃 ↓, 𝑄 ↑ Price falls; quantity is
indeterminate.

Demand and supply rise 𝑃 ↑, 𝑄 ↑ 𝑃 ↓, 𝑄 ↑ Quantity rises; price is
indeterminate.

Demand and supply fall 𝑃 ↓, 𝑄 ↓ 𝑃 ↑, 𝑄 ↓ Quantity falls; price is
indeterminate.

Data questions demand the same restraint. Read the title, units, time period, and base before calculating. “Billions of current dollars”
signals nominal values. “Index, 2017=100” identifies the base convention. “Annual rate” may not mean the economy literally changed
by that percentage during one quarter. If a table lists an index of 120 and later 126, inflation is not 6 percent. The percent change is
(126−120)

120 × 100 = 5 percent. Six is the change in index points.
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Understanding the CLEP Macroeconomics Exam

Write the formula before substituting numbers. This takes seconds and protects the denominator. Percentage change uses the original
value. The unemployment rate divides unemployed people by the labor force, not by the entire population. The labor-force participation
rate divides the labor force by the relevant civilian noninstitutional population. The GDP deflator divides nominal GDP by real GDP.
A formula written from memory is easier to inspect than arithmetic embedded in a sentence.
Use estimation as a second line of defense. If a price index rises from 200 to 204, inflation must be close to 2 percent, not 20 percent. If
nominal GDP is 10 percent above real GDP with a base of 100, the deflator should be near 110. If the marginal propensity to consume
is 0.80, the simple spending multiplier 1

(1−𝑀𝑃𝐶 ) must exceed 1 and equals 5. An answer of 0.2 has used the marginal propensity to
save rather than the multiplier.

A graph and data item together

Real GDP is 800, potential GDP is 850, and the price level is 125. The economy has a recessionary gap of 50 units of real
output. If government purchases rise, the direct spending change shifts AD right. The exact horizontal shift depends on
the multiplier and any offsetting effects, so the data alone do not prove that the economy reaches potential. On the graph, a
rightward AD shift raises short-run real GDP and the price level along the existing SRAS curve. An option promising exactly
850 without a policy size assumes information the stem did not give.

Time management should follow confidence and work required. Answer a clean recognition item and move on. For a calculation, set
up the formula before looking too closely at the choices; otherwise the options can suggest the wrong method. If a question remains
opaque after you identify the model and eliminate choices that violate it, make the best selection, mark it mentally, and continue. One
difficult item should not consume the time needed for several manageable ones.

Read a graph as an argument, not as a picture

Every graph makes a claim about which variables are related and which other conditions are being held fixed. Begin by saying
the vertical and horizontal units aloud. Next identify the curves and the equilibrium condition. Only then translate the event.
If the event changes a determinant absent from the axes, the relevant curve shifts. If it changes the variable already on an axis,
the economy generally moves along the curve.
Suppose a graph has the nominal interest rate vertically and money horizontally. A higher price level raises the amount of
nominal money people need for a given volume of transactions, so money demand shifts right. A central-bank operation
that changes the nominal money supply shifts the supply relationship. A student who labels the axes only as “interest” and
“quantity” can easily import the loanable-funds story and reverse the answer.
For tables, perform a reasonableness check before exact arithmetic. An index moving from 240 to 246 has risen by 6 points,
which is only a few percent of 240. A labor force of 160 million cannot produce a 20 percent unemployment rate from 8million
unemployed. Estimation does not replace calculation; it catches a misplaced denominator or decimal before the choices make
the error look respectable.

Why answer choices are dangerous before setup

Numerical distractors are often the results of recognizable wrong operations: dividing by the new value, reporting index points
as a percent, using population instead of labor force, or using MPC rather than 1

(1−𝑀𝑃𝐶 ) . If you inspect the choices first, one
of those results may feel familiar. Write the formula and units before substitution; use the choices afterward as a diagnostic
check.

Quick Review

Explain the difference between a shift and a movement without using the words “shift” or “movement.” Then state why an index rising
from 120 to 126 is a 5 percent increase rather than a 6 percent increase.
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