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`  a rfu -a"I jwh Sat th qiRET tftfenri
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ffi a iin iafu
L      H RT-tiF i* life ft iFq{ feq :]TT iatffi HIT.tR ann

engiv ire ,
2.     qasth5RTiFTqa.I

3±    Hed*ffichv5Hlqi;aiiddr I

4.     whHwh.i* ctfagiv¥ I

5.    vfflRETFr©ifrwhifl fflgiv€ I

6.     gaH¥]`-TlaiFTea{.ofinThianian.ivffl rmS.rm, aGFT
enft 3ati ffl qTrm vqFT.a ch fflRT I

+,

1.      (a)     (i)  Are   interest  payments.on  National  Debt         t,
counted   as   part   of.  the   Gross   Domestic

r
Product?  Give  reasons.

(ii)  A payment  of {10`,000  is  made  by  an Indian      .
Oftizen  for  dinner  at  a  Thai  restaurarit  in   '
Thailand  by  Visa  credit  card.  How  is  this
transaction  accounted  for  in  the  balance  of

payments  account. df India?                           (4)

(b)  A  bond  provides  to  pay  {100  in  one  year :

(i)  What is the interest rate on the bond if its

price  today  is  {75  and  {90?

\
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Change  in  tram-sfer  payments  i  -20

(`a)  Find the  change in equilibrium ihcome.

(b)  Find the  change  in budget  surplus.

(ii)  "As  the  demand  for  money  becomes  more
sensitive  to  change  in  inc6me,  doe.s  the  LM
curve become steeper. or flatter". Explain your

answer.                                                                   (5,5)

(ir)     (i)    HT qa`ffi5]T wh € iaT.ian ed ch ana`RE:
ch a fu ch iatlv`i,@d ed a fu wh ian
RE qFfl an7 i- qif I

(ii)    rfe ia5th ed TE5r .ffla.Rlm qTET Si2O iffi a
8ie .un Rlm EN $80 ice a, .a EHEft
Hrfarfu fflTth Tire a. EB TRafa fflT
EE

(fl) an ire i} JET a rfu fflT a7 iffi fa i* gen a
iir arm{ a. giv ae ire iin iflrm a?

(Tr)      (.i)    TiFT rm i* iTFTR VE so tTfflan tENfr i7iT
tTTFT ffi a, iwh Hen of a. qu Etrfu

`    g]fflF +. fiTFT a iq{IaI a :  ri

P.T.O.
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(ii)   qfflffrofati FT iin dir q5iqaTa ffl±
a HTu wh Tit ifu a. wh fiTma a RT R
iqTffl qftl

7.      (a)     (i)  Is it correct to  say that to  finance its  current

account balance,  a country in.ust increase  its
Private  Savings?  Explain.

(ii)  If a  country has  a  current  account deficit  of
$120 million and a capital account surplus of

$80  million,  what  is  the  net  change  in  its
official  reserve  assets?                                    (4)

(b) What  is  `the  demand  for  Central  Bank  money?
How is  equilibrium determined in the market for
Central  Bank  money?                                                (4)

(c)     (i)  Suppose that th.e government follows a fiscal

policy  such  that  an  increase  in  government
spe.ndin.g  is   equal   to   the   fall  in  transfer

payments  where :

Consumption = 0.75

Tai.-o.2o

Income  =  1000

Change  in  government  spending =  20

i

el
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(ii)  If the interest rate is 8%, what is the price
of the  bond today?                                        (4)

(c)     (i)  Analyse  the  effect  of  a  reductioon  in  the
margin-al    income    tax   ra`te    on    output,..

employment   and  the   price   level   in  the
Classical model with  suitable diagrams.

(ii)  .Wfiat  are  the  various  stages  in  the  monetary
transmission mechanism?                              (7;3)

(iF)     (i)    fflT " art T7{ qTtl  g7Taia ch HE5a ihaQ
5HTa ifr iaa *e RI S iin iHTaT a? qT{uT ail

(ii)   vtFT rna TFTR* iH{r giv it vq qts wh
lf Hfach i* iir fty ife wi rfu =io,000
tfiT  g7fflT iaFT i@rm €i  ERT dr-fa iffl ifro

uTm ifr giiaFT giv wh a. Era iaFT iFTaT a?

(RT)  iqFT ds a. vat ti S  {ioo ffiT  gTTaFT ed ffl "aenT

(i)   qfa. ds th arm ft  €75  Sit  {9o a th 3H
tR " iR " a?

(ii)   TR qior ct 8% a, @ arm ds th fro fflT
a?

P.T.O.
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(ri)     (i)   i3vgrfafan i*rm qaTfroifaST3tqTFT,
wh 3it qu tat tR th enqqi{ iR a. wh
ifr RT ffl  itaatxuT  qR.I

(ii)  ire rfu aa S iafa-" i ¥7

2.      (a) U`se   the   following   data  to   calcula'te  private,
•       government and national' savings :

GDP  -  7000 \

Net  factor  payments  from  abroad  =  -70
a.

Consumption = 4480

Government  pure.bases  =  1400

Interest  payments  on  government.debt  =  210                  qt      -'

Taxes  =  2450

Transfers` =  1050 `(4)

(b) If tbe  central bank follows an expansionary open
market  operation;  how  does  it  affect  the  money
supply in the  economy? Explain.                           (4)

(.c)     (i)  Given the`following information:  -tr

Cons.umption q i= 80+0.75Yd

Investment  I  =.loo
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(ii)  Explain the impact of an' auton.omous decline
in  investment  o`n  the  overall  demand  in  the

economy in the Classical Model with the .help

of a  diagram.                                                    (5,5)

(iF) " fflFT air i% ffi qas a Hqia dfa.3Hta
ffiT HTFT qlq ffi TmF in a.i     .

(H)  qaT ffl± a itr ia.+iaih<i. lath am{ giv
fin Tin a  (ch ti):

Ir -10,000

rfu ian = 2,.000
-

rm = 20,000

@qrtlRqtl  ift  TTurm qR. :

(i) gr gr ffl  3TTq"

(ii) ife engiv

(iii).gr enti5    `
J

(dr)     (i)    "aqa dit'th HgivS. qrfu i* Hm,  Is  qff/
th a giv" I iT5qa " 3THRTi trffl. HOE qR.I

I

P.T.O.
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(ii)   giv qTor iH,`wh, ifu  3it HaFq ifa
T5ETTE tR ifu ca iS wh. ifl iwh-qa.I

EqgH de iIT wh qRi

6.      (a)Why   do   three   methods   of  national   income

accounting  yield  the  same  .measure  of Gbp?

(4)

(b) The  following  financial  market  data  is  given .for`

5.13 7

an  economy  (in  rupees) :

Currency =  10,000

Reserv.es  i  2,000.

Deposits = 20,000

Calculate the following :   .

(i)  Size of the money multiplie,r

(ii)  Monetary  Base

(4)

(iii)  Money Supply

(c)    (i)  "With a decrease  in the marginal propensity
to  save,  the  IS  curve  will  become  steeper".

I

Agree  or  disagree.  Explain  the  answer.

Eiil

`!,i

•5

'

GOJernment Expenditure  G = 200

Transfer  Payments  TR  =  loo

Ta.x  t  -  .20

. (a)  Cal.culate the equilibrium level of income
and the multipli'er.

(b)  Write  the  saving  function  and  calculate
the  level  of saving.

(

(c)  Calculat'e  the budget  surplus.

(d)  Suppose that t increases to 0.25, what is
the    new    equilibrium    income    and
multiplier?

(ii)  Using the IS-LM model, derive the aggregate
deinand.curve.                                                   (7,3)

(@)  fith, Hen 3ir " qqa ifl in iS itr iaqrtlrtqd
•ffli5S ." wh q¥ :

GDP -  7000

fifu a gr ira, FT = -70
wh = 448Q

wh rfe = 1,400

P.T.O.
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wh SEUT t[{ Fta  g]rmF  = 210

tit-  - 2450  '

5ttll'tl{ul   -  1050

(RT)  qfa iffi .ife vat ia5RE .i5a qTen< giv 5T
Hrfu fftaT a, a qa ffl± S orr fflTEF ch ira
rfu ffien €? tqiHT qRi

(TT)       (i)     RHia-Rift  GTRE it  FT§:

rfu  tc> =, 80+0.75.yd
\

ifu  (I) -  100

RE ffl  (G) = 200'

6Frfu  IraiF  (TR). =  1.oo

iFT  T  -  .20

•(er)  rm. ifr giv RI{  rfu,grTZH  R  iTmaT  ri¥i

(a) qaa TRTiae 6it aFa i} ia{ R iTum qR.i

(H) RE  rfu Efr TTuqu qif

(iF). qFT an tar t qgffi{ .0.25 a ira a, ch *
giv an rfu FT FT a?
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a) Using the Fisher approach to the Quantity Theory
of Money.,  explai.n  the  relationship  between  the

quantity of money  and price  level.                      '(4)

(c)     (i)  The  marginal  propensity  to  consume  is  0.9.
The  income  tax  is  one-third  of the  income.
The gover]ment decides to increase spending
'to increase GDP.by Rs. 750 lakhs. How much

should government spending increase? What
happens  to  the  budget .deficit?

(ii)  Explain the effects of investment subsidy on
the  equilibrium  interest  rate,  consumption,
investment  and  GDP.  Use  suitable  diagram.

(5,5)

(ffl)   divtL„^irqqbi{ch HT £7 qa GTfu gr rfe a iaFT
in iin a?

(RT) BFT a th iRE i* ifro giv iiiT wh ed
gr, g5T tit wh 3ft{ gr tat i* th wir tit iHTen
qRl

(Tr)      (i)    RE wh Tga  0.9  £1  HTZTq5{  3" 5T vff
iae ai HI5T{ a GDp ri is itr ffi 750
q[q ri 5T wh iin £1 ch ed ia5an
ag]T rfu7  qfflr rfe  EFT EFqT dr7

P.T.O.
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(ii)  What  are  the  automatic  stabilisers?  Explain
with  the  help  of examples.                          (7,3)

(i7T)  iiffa qTa iR  70;0  a,  evTu iffl RI Tat  150  a,  3it

rm era a qu H{ 156 an ch rfu ed a.I fflife .. .

gil iR HT a?  rfu qT5TRff qTor €r HT a?

(.RT)  qtF RE iaT I=T 3it aiF giv rfu iidr iFT evITTa

0.25  a  3ir  rfu  qu  0.25  a, ch I=T grTEFT ffl

gr ffl a?

(TT)      (i)    EFTrfu  rty  ch  evqenon ch qg  q#i  EHE}

eraTqT, xp tRE i% tma` aFT "@ th
i- q¥ :

(er) vi EN RT

(a) RI gil en5E

(ii)    ifflfin  tEqvilEq{  ifflT £.?  ffled.  Efr H5TqaT

awhl

56      (a) What is a. GDp deflator? How is it different from

Consumer  price  Index?                                             (4)

5137 7

(ii)    Is-LM fa5Twh qRa, grwh qff uTta
EEil

3.      (a) What is  national wealth?  How is  nat.ional wealth
linked to national saving?                                         (4)

(b) How  is  the  rate  -of  interest  determined  by  the
demand  and  supply  of money?  What  happens  to
the  interest  rate  if nominal  income  falls?  Use  a
suitable diagram.

(c)  Given the following information :

Consumption C =  loo+0.8Yd

Investment I = 400-50i

Government Expenditure  G =  500

Tax  t  -  0.25

Pri.ce  level  P  =  2

Nominal money supply M =  1200

Demand  for  money  L  =  0.40Y -  50.i

(4)

(i)  Write  down  the  IS-LM  equations.

(ii)  What is the .equilibrium le+el of income and
interest  rate?

P.T.O.
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(iii).Derive   t'he   fiscal   and  monetary  policy
multipliers.

(`iv)  How much does an increase in government
spending by  100 increase the income level
in  the  model,  which  includes  the  money
market?. What will be the new equilibrium
interest  rate?                    '                              (10)

5137 9

gin ift wh  L =  0.4oV. - 5oi

(i)  Is-LM Hfro irmi

(ii)  3m  at iqT5T iR ifiT giv giv' ifflT a?
+.i

(iii) q5rfu 3it ife itfa griaF "ta qa.I  --

L

(H,)  " rty ifflT £7 rty wh " qFa a ira i5§T
EE

•(ia)  qia ift iR, g=T ift rfu Sit stFgr a Era ia€ife giv

a? rfe Tire enq fitdi a a qT5T iR en fflT in?

qE i3qgqH wh ffl wh q*l

(TT)   @HrtlRqd © it q£:

wh  C =  100.+0.8Yd

ifu  I - 4oo-5oi`

wh iFT G = 500

fro  t.-o.25

RI RT.  P - 2

itfro gr eniF  M = i2oo

(iv) di ffi S loo tft jfa a fa S. erTq. iaI
S ian Efa an a, fwh SET ant th rfu
a7 rf giv qT5T H Hr ap7

/

.             .,         4.      (a)  The nominal interestrateJis 7°/o, today'spriceulevel

.I

is  1505  and  you  expect  the price  level  to  be  156

from  now.  What  is  the  expected  inflaiibn  rate?
W.hat  is  the  expected  real  interest  rate?           (4)

(b)  Suppose   the   r-atio   of  curren.cy   to   checkable
deposits is 0.25 and the reserve.ratio is 0.25, what
`is  the value  of mom.ey multiplier?                           (4)

(c)    (i)  Explain  the  concept  of crowding  out.  Also,
explain  the`  e.xtreme   cases   with   suitable
diagrams :

E=

(a)  Full crowding out

(b)  No  crowding out.

P.T.O.


