[This question paper contains 8 printed pages.]

Your Roll No................
Sr. No. of Question Paper : 7504 K
Unique Paper Code 1 2412094701
Name of the Paper : Business and Macroeconomic Policy
Name of the Course :  B.Com. (P) UGCF
Semester : VII
Duration : 3 Hours Maximum Marks :90

Instructions for Candidates
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1. Write your Roll No. on the top immediately on receipt of this question paper.
2. Attempt all the questions.

3. All questions carry equal marks.

4. The use of a simple calculator is allowed.

5. Answers may be written in English or Hindi, but the same medium should be used

consistently throughout the paper.

L W W 6 e R

2. U VI QEF SR 98 e R

3. WHIRW SRR B STANT S SR 21

4. I IS AR ¥ oy w1 ww ¥, Wy R wewm ¥ vw S B @ o

1. (a) What are Macroeconomic Variables? Describe the following intermediate

variables: Money Supply, Fiscal deficit, and F oreign Direct Investment (FDI).
(6)

(b) Explain circular flow of income in three sector models. (6)
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2.

(c) The basic equations in an economy are given as:
Consumption function as C = 400 + 0.75Y, Investment is I = 200.

Find the equilibrium level of income and the equilibrium level of consumption.

(6)

Or

(a) Explain the difference between Stabilization Policy and Structural Policy.
(6)

(b) Explain the AD-AS approach for determining Aggregate Demand and
Equilibrium Output in a two-sector economy. (6)

(c) In an economy the following are given as:
Consumption as C = 200 + 0.80Y
Investment as I = 200.

Derive the saving function and find the equilibrium level of output by equating
the saving to the investment (6)

(a) For an economy, it is given that

C=100+0.8Y, where C stands for consumption and Y, is the disposable
income.

I =750 — 50 i, where I stands for Investment and i for the rate of interest.
T= 0.25 Y, where T stands for Tax and Y stands for income.
G = 850, where G stands for Government Expenditure.
L= 0.2Y — 25i, where L stands for demand for real balances
Real Money Supply = 500
Find:
(i) The Equation for IS and LM curves.

(ii) Equilibrium Ievel of income and the rate of interest.

(iii)y If the Government expenditure is increased by 100, determine the new
equilibrium level of income.
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(iv) How much increase in money supplied is required to increase the equilibrium
income by 250.

(12)

(b) Define and derive IS curve. 6)
Or

(a) Consider the following model:

C =90+ 0.8 Yd, where C stands for consumption and Yd for disposable
income.

I =150- 6i, where I stands for Investment and i for the rate of interest.
G =40, where G stands for government expenditure.
T = 50 where T stands for Tax

(M/P) d = 0.2 Y — 4i, where (M/P) d represents the demand for real
balances.

Ms = 300, where M represents the nominal money supply
P= 3, where P represents the price level.

Find the following:

(i) IS Curve and LM Curve equation

(ii) Equilibrium Level of Income and Interest rate

(iii) New equilibrium if G increases by 50 units
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(iv) Plot the equilibrium on a diagram ©)]

(b) Compare the effectiveness of monetary policy and fiscal policy in the case of

@
(D)

3. (a)

(b)

(b)

4. (a)
(b)

The Liquidity trap Range
The Classical Range. 9)

Discuss the three main motives of demand for money- transactions motive,
precautionary motive and speculative motive.

e
Explain that the supply of money depends on the monetary base and the
money multiplier. 9)
Or
Discuss Tobin’s portfolio approach. How does it explain the holding of a
diversified portfolio by the individual? ©))
What are the Quantitative Instruments of Monetary Policy used by the RBI?
Briefly explain any three of them. )
Discuss the Social Costs of Inflation. )
How can the short run aggregate supply curve be derived show the different
stages in the derivation with the help of Phillips Curve. 9)
Or

(a) Explain phenomenon of Stagflation with the help of Phillips Curve

(b)

(6)

What is Hyperinflation and explain the different Strategies to Control Inflation,
namely Gradualism and Cold Turkey. Which Strategy the policy makers will
choose? (12)

5. (a) In the context of a Small Open Economy, explain how equilibrium is determined

in the Trade Balance using the relationship between Saving and Investment.

)
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5
What is the effect of expansionary fiscal policy on Mundell- Fleming model
under floating exchange rate in a small open economy? %)

Or

Net foreign investment always equals the trade balance in small open economy.
Elaborate. )

Compare the effects of expansionary monetary policy on Mundell- Fleming
model under fixed and floating exchange rate in a small open economy.(9)

©)
e =R (Macroeconomic Variables) = 813 37 FwiferRaa wezmas
ReqAREl Sl qUA T
A wers, werena =er (Fiscal Deficit), weer faes @@ (FDI) (6)

W- e Wit (Three - Sector Model) % s & =il ware (Circular
Flow of Income) =it =aren sifom| (6)

T IEERn W FekiRaa Ry we

It wer: C =400, 075Y, Faw I = 200

AT T N TR T G STHRT S WR A el (6)
ot (OR)
oo Aifr (Stabilization Policy) stk @& =i (Structural Policy)

¥ 3R T HREI (6)

- & FFEEN W Wit AT W wge Swae (Aggregate Demand &
Equilibrium Output) Fefitr 2g A D-AS gieeion st =rem Sifver — (6)
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(c) T seformen ¥ FefRae fig @
gt C = 200, 0.80Y
= 1 = 200

AR werr (Saving Function) W fw @1 =@ = FEw Wae dger StaeT wR)

EISEETIS (6)
1 (a) U seiomen & R ¥ Rl S @ T e
e C =100 08Yd, st C = 39w, YD = =@ 2% 3™
o] =750 — 501, &gt [ = Fam, i = =9I W
e T=025Y, T=a, Y =31
e G =850, G = WEFR =
e L =02Y — 251, L = ar«tiersr a1 Wiw
o Tratee ¥ i (Real Money Supply) = 500
EISECA 1
(i) IS wor LM &t
(il) 9ge @ AT Ggor & R
(iii) af¥ weR & =@ ¥ 100 o g & o 7F Gge T T RE

(iv) dger 3 ¥ 250 S g ¥G T SMUR A RO gfE sawEes BN e
(12)

(b) IS = =i aRemT s @ =¥ et (derive) sifotgl (6)
=1 (OR)
(2) FrefaRam wiea ® fER =iRkw:

e C =90 08Yd
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e I =150 — 61
e G =40
e T =50

(M/P) d = 02Y — 4i, arafas qs1 w01

Ms = 300, M = TF¥ 951 39f

e P=3, TR

= Find:
f (i) IS sk LM wden
;, (i1) AgerT 3T Td =S W)
l (iii) @R G ¥ 50 % 3R B, A 7 W 7 AR
F (iv) Sge A T s ¥ el BRwTl (9)
; (b) Fr=r Refdl ¥ ARw A v o AR o TR B qEE R -
| (i) v s 8 (Liquidity Trap Range)

(ii) =enféener &= (Classical Range) (9)
3. (a) 951 W & A e S
= (b) ®7-37 Ie=@ (Transactions Motive)
(c) wr=entw 32 (Precautionary Motive),
T 329 (Speculative Motive) — W ==t Sl (9)

(b) @z wwensy & ¥s1 smgfd 9o smem (Monetary Base) @ 9ot o (Money
Multiplier) ® & FrR e 21 (9)

71 (OR)

PT.O.
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(a) s =1 Acwmifer 3Re=wr (Tobin's Portfolio Approach) w#emsg) 95 e
TR 9% T 3 fF o Rt dadwikar | arer S 87 (9)

(b) SRS R wgET Afssw A & " ared (Quantitative Instruments of
Monetary Policy) @i-=i & 87 3 ¥ 5t S o @it foawor afm

(9)
4. (a) it (Inflation) St wrIfSe @RRI R == Hifeg! (9)

(b) ety wwfite smafs @ (Short&Run Aggregate Supply Curve) && s~
frer wier 2 -fferm @ (Phillips Curve) =t wsmen ¥ RteT ==oi @féq
RREIE (9)

= (OR)
(a) fhfcra o < weERT ¥ RowimE (Stagflation) 3t weT & @ISR (6)

(b) sEwEewe (Hyperinflation) ==m 2 ? qewemiicr =0 St @ Wil - S stico™
WA hieE THI -l ST Hig|

e fra Wit s gRe ik =0 7 (12)

5 (a) v & @ett sefeeea (Small Open Economy) & €& ¥ a8 @Sy i s=ia
IR 9w & ¥ey & MR R =R ggen (Trade Balance) ¥ 9gae &4
FreiRa B 21 (9)

(b) S el rfemaeen ¥ uRadt fafw ® (Floating Exchange Rate) & siceta
Toreraré et Hife (Expansionary Fiscal Policy) =t 93a - wiffiv disa ®
w1 W TS 87 (9)

71 (OR)

(a) S Tei sfemmen ¥ e R Few (Net Foreign Investment) @39 =R
Tge & IR FAI Bl B¢ T it (9)

(b) =& et seieaen ¥ Fra (Fixed) o aRast (Floating) fafvem <8 & siwiar
e Afgw v (Expansionary Monetary Policy) & wom@l &t ger
AR - AT e & UREd | il | (9)

(3000)
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