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C =100 + 0.9Yd .... consumption function

T = 100, ...... Cerrerreens tax revenue

I=150- 5r verreenees. iNVestment function

G =100 ..o, government expenditure
(Md) = 0.2Y - 10r ..... . demand for money
(Ms) = 100 .............. Supply of money
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‘Write short notes (any tw0'):

(a) IS curve

(b) Aggregate Supply curve

(¢) Natural rate of unemployment

-(d) Residential investment
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2. Answer any five questions.

3. All questions carry equal' marks.
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Fisher’s theory of optimial intertemporal choice
suggests that individuals make consumption and saving
decisions:based on their preferences for present versus
future consumption. Dlscuss the key components of
Fisher’s theory and its implications for household

behaviour and overall economic stability.
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Discuss the determinants of business fixed investment

and their respective impacts on the overall investment

climate. *
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Explain LM model. Explain how changes in the money

supply affect the LM curve within the IS-LM
framework. T
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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 bfoader .economic. confext?
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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 Life.cycle hypothesis, How is it different from
Keynesian theory of consumption?

Sia T TRETET S TS FIRE 98 IR ® B
Rrew ¥ fra weR B 27

By using the following functions, find the equilibrium
income (Y) and rate of interest (r)
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