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Compare and contrast the life-cycle hypothesis and
the permanent income hypothesis as theories explaining
consumption behaviour over the life span. Evaluate
their strengths and weaknesses in explaining real-world

consumption patterns.
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Discuss the determinants of business fixed investment
and their respective impacts on the overall investment

climate.
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Write short notes (any 2)
(a) Equilibrium real wage

(b) Aggregate demand curve
(c) Rational expectations

(d) Residential investment
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Instructions for Candidates

1.

Write your Roll No. on the top immediately on receipt
of this question paper.

2. Answer any five questions.

3. All questions carry equal marks.

4. Answers may be written either in English or Hindi;
but the same medium should be used throughout the
paper.
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Explain Philips Curve. How does inflation impact
unemployment rates according to the Phillips Curve

theory, and what are the underlying assumptions?
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Explain IS and LM curves. Explain how changes in

monetary policy influence the IS- LM model.
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What is meant by the natural rate of unemployment,
and how is it determined? What are the factors

effecting it?
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4.

How is the aggregate supply curve derived? What
factors influence the shape and position of the
aggregate supply curve, and how do these factors

relate to the broader economic context?
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Find equilibrium level of income and interest rate the
following information available for an economy:

C=08Y-T) ... consumption function

T = 1,000 ............... tax revenue

I =800 - 20r ......... investment function

G = LOOW .omiaias government expenditure

(M/P)d = 0.4Y —40r ... demand for money
Ms = 1,200 ............. supply of money
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