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1.      Write yourRoll No. on the top immediately on receipt

of this  question  paper.

2.      Attempt  any  five  questions.

3.      Use  ofa  simple  calculator  is  allowed

4.      Answers  may  be  written  in  either  I]nglish  or  Hindi,

but the  same medium  should be used  throughout  the

Paper.

P.T.O.



5209

EFTj¥ t} ice fifu

I.      gu H¥T-va i} ice a Et]{ ft TIT iadFRd RT TR 3TT]T

3Trfe rm I

2.      ian thwh Hrh ffiT i]zrm.qR.I

3.      vtfi' en7T{uT stlc9ac` TIT wh edtfi fflTTfr £I

4.    iHmtTafflFT REqTiraianvtF anqTSrmffi
enlt E5ti ffiT TITcaT VEF a in rfu  I

-
1.      Answerthe  following  questions:                (9  +  9  =  18)

(a)What   is   a   business   cycle?   How   does   the

unemployment  rate  behave  over  the  course  of  a

business  cycle?  Does the unemployment. rate  ever

reach  zero?

(b)  Explain the differences among the nominal interest

rate,  the  real  interest  rate,  and  the  expected  real
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6.      Answerthe  following  questions:                (9  +  9  =  18)

(a)  What   is   Money?   What   are   the   functions   of

money?

(b)  Write  short notes  on  the  following:

(i)   Positive  and  normative  economics

(ii) Unemployment

(iii) Ricardian Equivalence Proposition

fiHredRqci  wh. i} Gilt ap:

(tfi.)   SIT  tFqT  €7   €FT ifr  fflT  rf  ¥7

(iF)  'RHrtlf}qci TR diha fEtffi RE

(i)     tlq,,`,quq,  8it iTPlqT  87ha
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5.      Answer  the  following  questions:                (9  +  9  =  18)

(a)  Define   user   cost   of  capital   and   explain   its

components.

(b)Using     suitable     diagram(s),     explain    how

a      decline      in      the      real      interest      rate

changes    the    desired    capital    stock    in    the

economy.

RHrtlRqtl  Hffi t* t]al rm:

(E)   I:rgiv   th   dw`IilcritlT   tTTTTH   ch   qR¥TTfro   fry

3fi{   EHia    €TEqi.   th   i5qiRIT   qPrPei    GTiiEqF

3Tha ffT wh q5S, qa wi ffiT qTtffi Flu i={
ti fiTffl

('RT)  aT± a tifin jp tEfa ch Efu RE ai
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interest  rate.  Which  interest  rate  concept  is  the

most   important   for   the   decisions   made   by

borrowers,  and  lenders?  Why?

TaHrtlRqtl  Hffi i} T3i]I rm:

(tF)  iFTqi{ qH fflT €7 faith iFTqit aH t* ida aen i={

" qt]8R ed €7  tfqr aun i{{ EF`ft FT tffl
qgiv a?

(-RT)   TrmTa qTtl i;I, TTtffi qiFT i!T  3it  fflife qTRIfatF
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2.      Answer the following  questions: (9  +  9  -18)

(a)  What  are  bond  prices  and  bond  yields?  Explain

the  relationship  between  them  using   a  suitable

P.T.O.
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example.  Illustrate this relationship  with  the help              /

of  a  diagram.

(b)  Suppose  we  have  an  economy  described  by  the

following functions:

Consurmption function..C  =  500  +  O.SYd

Yd  =  Y - Ta,xes

/m7es€me7t£ (I-)  =  1000

Goverrunentexpenditure(G)--2000

Tax Rate.. t  =  0.2

Trot:usf ers from goverrrmeTit CTR)   =  ZOO

(i)   Calculate the  equilibrium level of income and the

multiplier in this model.

(ii)  Calculate  the  budget  surplus  or budget  deficit  at

equilibrium.

-RHrtlRqci ri ifr silt ap

(E)  vH-ut   3TRRT  ET  wh  ed,  t!quin3fi.  th
aqH a.  Eta  t}  rfu " aqiT,  ith  3it
fflti5qFT   a.   -qi<,;iiacb-   fflTfl   Et   TIT   mTTaf   iPr   iqTRET

qrm'

(RT)  RE  frfu  fflT  a?   qa  fan   3T¥faqqtan  t}

qu rfe a  ae  tiRE a7  vtF  3Tfam,
alqife  tR  ffi"  rm,  iH5T®  1  wh,  2022  aE

RE irfu 5000  FTi idr 1 RE,  2024 aE
6ooo   3ft{  1  wh,  2o25  deft  8ooo  iffl ag  iHTaT €i

(i)    ffiqft, 2022  3ft{ 1 di,  2024 i} rfu ch HTF

th 3Trfu ti atae S FRffi ch fflffa EI tFqT

a?

(fi)    I un,  2022 a 1 di,  2025 atFT thHTF
ifr rfu a € a fflffa RT tit tFTr
a?
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saving,  investment,  and  the  real  interest  rate  in

the  economy.

(b)  What   is   GDP   Deflator?   How   is   it   related

to      the      Price      index      of     an      economy?

Consider     an      economy,      Chocoland,      the

where   GDP   deflator   as   of  January   1,   2022

was   5000.    The   deflator   rises   to    6000   by

January    1,   2024   and   to    8000   by   January

1,  2025.

(i)  What   is   the   annual   r.ate   of  inflation   in

Chocoland    over    the    two-year    period

between  January   1,   2022,   and   January   1,

2024?

(ii)  What is the annual inflation rate in Chocoland

over  the  three-year  period  from  January   1,

2022,  to  January  1,  2025?
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(iii)   Suppose  that  t  increases  to  0.25.  What  are  the

new  equilibrium income and the new multiplier?

RHrtlf}qtl  HTffi ifr 3a{ rm:

(tF)  ire th tRE Sit ife ire tRlr ¥? iE GqgqH 3iT5{uT
tfiT wh fa ed ffi iR tfatl th qTHT qmi

vE  aTha di iT5F a qH givT ch RIP qftyi

(iF)  iTFT rm fir rd trm RHrtlRqtl wh ET{r Fife VEFT

8T- a:

Consurxption function`.C  =  500  +  0.5Yd

yc!  =  y - rcixes

J7"escmg7i€ (/-)  =  1000

GoverTrmentexpenditure(a)--2000

Tax Rate.. t  --  0.Z

Transf ers from goverrmem CTH)   =  ZOO
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(i)   iu iifeF a  enq ifr giv H{  8it guffl th
TTuffl  qmi

(ii)   giv T]{ qfla  rfu tit qur wi ch TTuffl
EHE'

(ifi)    qFT  an  fit  t  qgt5I  0.25  ar  ism  a I  T€

giv  8]TZT  8it  FqT  guffl  fflT  ¥?

3.      Answer  the  following  questions: (9+9-18)

(a)  Why  are  unemployment  benefits  referred  to   as

automatic    stabilisers?    Explain    how    these

mechanisms  affect  business  cycle  fluctuations.

(b)  Discuss  the  effect  of the  following  on  the  money

market equilibrium, using suitable diagrams:

(i)  Increase  in  the  level  of  transactions  in  the

economy  which   increases  Nominal  Money

income                                                        .
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(ii)  Contractionary  Monetary  Policy  by  Central

Bank

@HrtlRqtl- Hffi a ei]{ rm:

(E)  ath wh. ch iqrfu i± ffi ifii5T ifflen a?
qF wi ffiT a ira tFTqT{ qff i} 3iTR-a5TF ch tan

Hrfu qTd ¥i

.              4                   (H)  GtTgqH  erRdi  tFT  wh  ¥wh  gFT  qTffl{  giv tR
faHrtlRqci- ifr rmTq tR ed rm:

\,

(i)    8TfaErm S fa-fa i} tat S Eta ich FrmTa
an an ch di a

(ii)    iEL fa i;i{r -ti.c9tiicb]?I  Tire ffi

4.      Answer  the  following  questions:                (9  +  9  =  18)

(a)  Using  the  S-I  diagram,  explain  the  effects  of  a

rise  in  consumers'   savings   on   desired  national

P.T.O.


