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Instructions for Candidates
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:} 1. Write your Roll No. on the top immediately on receipt
of this question paper.

! 2. This question paper contains Eight Questions.

3. Attempt any five questions.
; 4. Each question carries eighteen marks.
l‘ 5. The use of a simple calculator is allowed.

\ 6. Answers may be written either in English or Hindi;
but the same medium should be used throughout the

paper.
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(ay How does the goods market show the negative
relationship between income and the rate of

interest? Explain with the help of a diagram.

(b) Explain how the crowding out effect reduces
the magnitude of fiscal multiplier. (Diagram is

required)
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(a) Explain the efficacy of the fiscal policy and the
monetary policy in the liquidity trap.

(b) The following equatiéns describe an economy
(C,LG, etc., as being measured in billions and i as

a percentage) :—

C = 0.6(1-)Y
t=0.20

I = 900-50i

G = 500

L = 0.25Y-62.5i

M/P = 400

Find :—
(i) IS equation
(ii) LM equation

(iii) Equilibrium level of income and interest

rate.
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(a) Show the wage-setting and price-setting relations -

with the help of diagrams.

(b) How does an increase in unemployment benefits
lead to an increase in the natural rate of

unemployment? Explain with the help of a diagram.

(a) Drive the aggregate demand (AD) curve with the
help of the IS-LM framework. What are the

shifting factors of aggregate demand curve?

(b) Show the short-run equilibrium and medium-run
equilibrium with the help of the AS-AD approach.
Discuss the following :—
(i) The costs of unemployment.
(i) The costs of inflation.
Explain the effect of an increase in the expected

inflation and the natural rate of unemployment on the

short-run Philips curve (Diagrams are required)
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What are the three accounts that make up the balance
of payments. accounts?

Write short notes on the following :~

(a) Purchasing power parity (PPP).

(b) Determinants of net exports.
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