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2.     Attempt all the questions.

3.     All questions carry equal marks.

4.     The use ofa simple calculator is allowed.

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

consistently throughout the paper.

1.      whHffiiFTRTqR:I

2.    HfamtRT 6fqTa5Trfu€i

3.    HrmRUT aa5fa a wh qfr 6EFfa €i

4.    3i5T 6fin tIT ien S ian ffl wh ¥, qts * qq]qa a ¥tF a rm iFT rfu qR:I

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

variables: Money Supply, Fiscal deficit, and Foreign Direct Investment (FDI).

(6)

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

P.T.O.
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(c)    The basic equations in an economy are given as:

Consumption function as C = 400 + 0.75Y, Investment is I = 200.

Findtheequilibriumlevelofincomeandtheequilibriumlevelofconsumption.
(6)

Or

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

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

(c) In an economy the following are given as:

Consumption  as  C =  200  +  0.80Y

Investment as I = 200.

Derivethesavingfunctionandflndtheequilibriumlevelofoutputbyequating
the saving to the investment

2.

(6)

(a) For an economy, it is given that

C=100+ 0.8 Yd, where C stands for consumption and Yd 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 level of income and the rate of interest.

(iii)  If the  Government  expenditure  is  increased by  100,  determine  the  new
equilibrium level of income.
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(iv)Howmuchincreaseinmoneysuppliedisrequi'redtoincreasetheequilibrium
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

P.T.O.
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3.

3.

4.

4

(iv) Plot the equilibrium on a diagram
(9)

(b)Comparetheeffectivenessofmonetarypolicyandfiscalpolicyinthecaseof

(i)     The Liquidity trap Range

(ii)    The classical Range.
(9)

(a)    Discuss the three main motiives of demand for money- transactions motive,
precautionary motive and speculative motive.

(9)

(b)   Explain that the supply of money depends on the monetary base and ther+\
(9)money multiplier.

Or

(a)    Discuss Tobin's portfolio approach. How does it explain the holding
diversified portfolio by the individual?

ofa

(9)

(b)   What are the Quantitative Instruments of Monetary Policy used by the RBI?
Briefly explain any three of them.                                                                        (9)

(a)    Discuss the social costs of lnflation.                                                                  (9)

(b)   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

namely Gradualism and Cold Turkey. Which Strategy the policy makers
choose?

(6)

(b)   What is Hyperinflation and explain the different Strategies to Control Inflation,
"PIHH

(12)

5.     (a) In the context of a small Open Economy, explain how equilibrium is detemined
in the Trade Balance using the relationship between Saving and Investment.

(9)
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(b)   What is the effect of expansionary fiscal policy on Mundell- Fleming model
under floating exchange rate in a small open economy?                               (9)

Or

(a)    Net foreign investment always equals the trade balance in small open economy.
Elaborate.                                                                                                                               .(9)

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

(9)

rfe

1. (a)   $9di±qitlliach at  (Macroeconomic Variables) HT aft ¥?  ii`tii?ti€=m q€Hqffi
LiRqtl.|t`iq`i. TIT rfu qffi :

Fit ed, fflHrfu iTTET  (Fiscal Deficit), Htqer ian ifu (FDI)I         (\6 )

(b)  th-rfu rfu  (Three -Sector Model) a 3ma i} rfu rma  (Circular
Flow of Income) E} qTen qENtri

(c)  {EF tl-S ii`+itliit,tl-itr lip €`:

enin TRT:  c = 4oo.  0.75¥, ifu I = 200

giv am t5T ia{ iFT giv enin 5T ia{ iTRI irml

(6)

(6)

en  (OR)

(a)  i± ffi (Stabilization Policy) 3ft{ tt.`qliHch ffi (Structural Policy)
a 3fa{ tq¥ qantri                                                                                         (6 )

(b)  a-ife aT± a rfe rfu arm giv 3tqTFT (Aggregate Demand &
Equilibrium output) fitfu ts AD-AS Efrfu fi qTen qRIi     (6)-

i

P.T.O.
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(c)  ¥EF aT± ¥ F]HrtlRqtl iir ¥:

enin:  c =  200    0.SOY

ira:  I  = 200

an tFTaT (saving Function) Hica rm iFT aFa = ira caEt giv 3HTi=T ia{
RT rml

(a)   iiF 3T56qRT i± ri ¥ Rt+rtlRqtl G"rfu it Tte €:

• c = loo   0.8¥d, ri c = enin, ¥D = qq fa a]FT

• I = 750  - 5Oi, ri I = ifu, i = qiiFT iR

•  T =  o.25Y,  T  = lit,  Y  = Sum

• G = 85o, G = wh tFq

• L = o.2Y -25i, L = qTtffi g=T wh

• TRrfu gin 3ITRT (Real Money Supply)  = 5oo

RT iife:

(6)

(i) IS an LM Hthi

(ii) giv a]TZT aqT giv qTa i;{l

(iii) ife H{a5R i± qzT S loo tfi g¥ a ch 1€ giv a]izT im trml

(iv) giv a]TZT ¥ 250 fl qu ts ¥=T aIT55 ¥ ian S amaFqE an?
(12)

(b)  IS tl3F fl TR`Tm iife trm ia qHF (derive) iife[

tIT  (OR)

(a)  Rt+rtlRqci ire TIT fiat rm:

•    C  =  90    o.8Yd

(6)
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•    I  =  150  -6i

®    G=40

o    T=5o

•   (Mff) d = 0.2¥ - 4i, qT5TPe I=T rfu

•   Ms  = 3oo,  M  = |rmTag=T 3ITst

•   P = 3,TFRI

Find:

(i) Is Bit LMHrfu

(ii) giv an ti RT iR

(iii) ife G ¥ 50 EPr S a, ch Tz]T giv im iifei

(iv) giv ch PEF 3Tha a rfu qENiri

(b) iir ias a ire ffi ti TTtlrfu ffi th HqTqth tft ganT qENir :

( i) iI{EIE[T iHTF ha (Liquidity Trap Range)

(ii)  c"Ifachtl  in (Classical Range)    (9)

(a) Ir wh i± th Ir Gas

(b) dr-fa 3tr (Transactions Motive)

( c) HFTEndfa jfa (Precautionary Motive),

HETRE 3tr (Speculative Motive) -tR ed tfifti

(9)

(9)

(b) qa HFEITFT ia g=T  6ITgr g=T  amaR  (Monetary Base) ae7T g=T guTqT  (Money
Multiplier) TR isa ffi`f{ ed €i                                                                  (9 )

ffl  (OR)

P.T.O.
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4.

8

(a)   ErEL ffl u`ic.it`ilrtlq`i Efrfu (Tobin's Portfolio Approach) tFTFTi qa fin
HE5R qa aarm ¥ fat rfu iafa€fty v`Ic-ih`Irtlq`i ed €IT{uT 5{aT ¥?                 (9 )

(b)  whaTte gRr HgqF life ffi i± TmaHE en€FT (Quantitative Instruments of
Monetary policy) rfu-rfu a ¥7 ed a fan th iFT iffin iin ftfiri

(9®)

(a) © (Inflation) iPr HFTTfis fflqffi TR ed irml                               (9 )

(b ) fflFrfu rfu 3IT# qff (Short&Run Aggregate Supply Curve) Ean qHT
fiFT firm a-irm i]iF  Ohillips Curve) fl H5Tqen a iaftr wh rfu
HFEngTi                                                                                                                                               (9 )

tTT  (OR)

(a) irm ETH tft HEiqEIT a t€iiHa3ii  (sta8flation) ch qE]T a tFTEITFTi           (6 )

(b ) 6i€u`€HaQil (Hyperinflation) iHT a? © tin qfr ch TJTffi-terfu
arm Eife Effi-ch iFTen jifiri

|^irtlfiHTtli iin tuTan a an at qaf7                                                    (i2 )

( a) ¥tF ca i5@ 3T± (Small Open Economy) i± tfE`i S qa enE]TET iaT qTa
3ft{ ifu ifr wiT i} aIT€IR tR qnR giv (Trade Balance) ¥ giv tsa
ire in €l                                                               (9)

(b) an qF 6T± ¥ qffi fiiha iR Q]1oating Exchange Rate) i} 3frfe
rqttll{ql¢^IiTdtifeffiQ3xpansionaryFiscalpolicy)ffligiv-anTintR
HT rmF TI€aT ¥?                                                                                                            (9)

TIT  (OR)

(a) ca i5@ aT± ¥ qa faan ifu (Net Foreign Investment) rfu iFTqR
giv i± q{Ia{ ed in a? HrsE trmi                                                 (9)

(b) th en aT± a iin Q7ixed) an qffi Gloating) faiha iti i} 3ife
rcittli`ql¢r`i itffa itfa  ¢xpausionary Monetary Policy) i} nd ift gun

igiv-Tan ffi i± qRI a trm I                                           (9)

(3000)


