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7.      Explain  liquidity  preference  theory  of  demand  for

money?  Give  its  merits  and  demerits?                  (14,6)
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8.      Write  short  notes  on  any  two :

(a)  Investment multiplier
(b)  Supply of money
(c)  LM  curve

(d) Balance  of Payment
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Distinguish  between  national  income  and  national
disposable  income?  Explain  the  expenditure  method

of  measuring   national   income   along   with   the

precautions  one  must  take  while  using  this  method.
(5,15)
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2.

3.

Explain  the  circular  flow  of income  in  a  closed  and

open  economy.                                                                     (20)
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Explain the  determination  of equilibrium in  an open

economy  using  Keynesian  approach.                         (20)
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4.      Derive  IS  curve.  What  are.the  factors  affecting  the

slope  and  position  of the  Is  curve?                     (10,10)
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Derive  aggregate  demand  curve.  Show the  impact  of
fiscal   and  monetary  expansion   on  the   aggregate

demand  curve?                                                                (10,10)
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6.      Go through the  following. equations :

C  =  100  +  0.75  YD ....  consumption function where YD
is disposable  income

I  =  200  -  8 r  ........   investment  function  where  r  is
rate  of interest

G   =   150   ...............     government  expenditure

Tax  =   0.25 Y   .......     income  tax  where  Y  is  income

L  =  0.4Y  -  2 r  ....     Demand  for  money

M   =   800   ..............     supply  of money

P   =   2    ...........,......      Price   level

Find out equilibrium income and interest rate from the

information given above?                                           (10,10)
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