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Answers may be written either in Hindi or English, but the same medium should be
followed throughout the paper.
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The use of scientific calculator is allowed.

Instructions:

1.

Section A is compulsory. Write ONLY the correct option. Do NOT provide
explanations.

Section B: Attempt any six out of eight questions.

Section C: Attempt any three out of four questions.

Section-A (15 x 2 = 30 marks)

In the IS-PC-MR model, if the central bank increases its 'Inflation Target,' the MR
curve will shift:

(A)  Left

(B) Right

(©)  Unchanged

(D) Vertical . o

PT.O.



15199 2

IS-PC-MR Hisq ¥, afe Heff S ST "GERWITA AL (Inflation Target) P Tl g, ol
MR Th REGgH:

(A T

(B TN

© 3

(D) dsad

2. According to Ricardian Equivalence, a debt-financed tax cut is:
(A) Increase in wealth
(B) Offset by private savings
(C) Only for liquidity traps
(D) Causes massive consumption

WW (Ricardian Equivalence) & SR, HUI-faauifd R H §:
A) YTE gl

(B) TSl srad gRT Hferd (Offset)

Q) WWW(Liquiditytraps)a?ﬁﬂ{

(D) &S TAM TR ITHNT BT BRU

3. A 'Haircut' in financial markets refers to:
(A) Interest rate reduction
(B) Reduction in collateral value
(C) Withdrawal tax
(D) Closing a branch

faita ORI # 8WR®C (Haircut) &1 d1AY o:
(A &S X H HH

B) fRdt 3@ JUR (Collateral) & Jod & B!
© Fortax

(D) XIAT §G HRAT



15199 3

4.

Under FIXED exchange rates and perfect capital mobility, expansionary Fiscal Policy is:

(A) Ineffective

(B) Effective as money supply expands
(C) Decreases money supply

(D) Causes depreciation

(A) 3
(B) UHTd TP et 3myfef T 3

(C) &1 3TYf B! HH Bl §

(D) HUB (Depreciation) &l BIRUI e %

The 'Time Inconsistency' problem implies:
(A) Full discretion

(B) Policies may not be credible

(C) Inflation is unpredictable

(D) Growth is independent of time

TG SFAA (Time Inconsistency) 1 THRIT BT AT B:

(A) quf fade , ,
@) oot fayaeig 98 8 g&dt
(C) HERHIY U §
(0) fPETE@IAwWITe

Dornbusch’s Overshooting Model assumes:
(A) Flexible short-run prices

(B) Full employment

(C) Sticky short-run prices

(D) Immobile capital

@R%ﬂﬁ?ﬁ@ﬁﬂmﬂw%aﬁmﬂwﬁtﬂwﬂﬁ@?ﬁ%

PT.O.



15199 4

CIEENECT sﬂawﬂ?mﬁsa (Dornbusch’s Overshooting Model) &I HIAdT 87
(A)  3reurafy H eriell BiHd

() YUl AR

(C) Sfeuraly # frafadt (Sticky) PrHd

(0) T it

7.  Relative PPP states the exchange rate change equals:
(A) Sum of inflation
(B) Difference in inflation
(C) Real GDP growth
(D) Interest differential

MU PPP (Relative PPP) & 3R fafm ar & uRad fardds sRIeR T 82
(A)  HITEBIfd BT AN
(B) HERWIA H 3R
(C) dRdfd®d GDP Jfa

8. Ina'Liquidity Trap,' the LM curve is:
(A) Upward sloping
(B) Vertical
(C) Perfectly horizontal

(D) Downward sloping

“qLET ST (Liquidity Trap) 8, LM @%b gidl &:
(A)  HWR Pl 3R Feb1 g3N

(B) dead

(© gufa: &ferst

(D) AR BT 3R b1 gl
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9. Absolute Purchasing Power Parity (PPP) implies that:
(A) Nominal interest rates are equalized globally.
(B) The price level in two countries must be equal when expressed in a common
currency.
(C) High-inflation countries always have appreciating currencies.
(D) Trade balances are always in equilibrium.

qpfww@rw (Absolute Purchasing Power Parity) T dicdqd & fob:
(A)  ATHATE ST &Y fa% TR R GHME gl 8|

(B) <1 H PIAd TR JAM GaT e fHT 9 IR SRI6R g I1gu|
(Q)  Ie TEIDI aTel =1 P T GHRN TIad oict o

10. Seigniorage is revenue earned from:
(A) Income taxes
(B) Dividends
(C) Printing money
(D) Foreign reserves

IS (Seigniorage) fpad Sifsla Ioa 87
(A) TP

(B) I

€ FaI|uTd

(D) fadsi ggr SR

11. In an open economy, "Perfect Capital Mobility" means:
(A) Governments can restrict all capital flows.
(B) Investors can purchase assets in any country without transaction costs or
: restrictions.
(C) Domestic and foreign interest rates are never related.
(D) Only physical goods can move across borders.

PT.O.
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12.

13.

14.

14.

T ot srferawt &, "quf guft fcrefierdr (Perfect Capital Mobility) @7 3¢ &:
A) TR it goit vare B wfasfa #R gdhdl ol
®) e fa e aae ara a1 ufasy & fa +f 3w § Tuf Tlie dad 8|
© IR 3R f=h =t ¥ it daifdrd 61 gt B
(D) Paa Wfde axqy & darsit & IR S ¥ § |

The 'Monetary Approach’ to BOP suggests a deficit is caused by:
(A) Government spending

(B) Excess money supply

(C) High tariffs

(D) Low interest

BOP & Tﬁ% EECA (Monetary Approach) & SR YT frgds BRI gIal 87
A) WNER T

(B) Srfde gar mgfd

C) IAR®D

(D) HHHAN

Rules in monetary policy help:
(A) Increase political power
(B) Secret changes

(C) Solve time inconsistency
(D) Zero deficit

Iﬁ%:ﬁ%ﬁ SCpeey (Rules) HEG Hd o
B IoHfae gfed dgM |

®) T uRadd B |

© I9Y TG B g B I

D) gIHUCH

In the Asset Market Approach, the exchange rate is:
(A) Price of goods

(B) The price of a financial asset

(C) Constant

(D) Changes every 10 years

In the Asset Market Approach, the exchange rate is:
(A) Price of goods

(B) The price of a financial asset

(C) Constant

(D) Changes every 10 years
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15.

RG] ST9R Ef¥ 10T (Asset Market Approach) B, faf5a a3 1 87
(A) TN DI DA

B) U fa<iig ufkuf & Hiad

© RR

(D) B 1097 § seard!

A 'Primary Surplus’ occurs when:

(A) Revenue > Total Spending

(B) Revenue > Spending excluding interest
(C) Central Bank prints money

(D) Positive net exports

UrYfYE AT (Primary Surplus) T8 §IdT § &
(A) OG> HA Y

(B) IOTG > SIS B BISH WA

(C) SHEra 4 U Bl 8

(D) TPRIES I Fard

Section-B (6 x 5 = 30 marks)

Explain the three-equation (IS-PC-MR) model of monetary policy.

Mige Fifa & TT-Tfd01 (1IS-PC-MR) ATST B TRAT HI |

Discuss the reasons why Ricardian Equivalence may not hold in practice.

31 SR IR ==t & @t aoig 9 agR d Reifed- geddT a8 ol urdl gl

Explain the concept of "Leverage" and its role in a financial crisis.

"JAITH" (Leverage) PT SAYRUN 3R fa<a Yhe H qDB! H[HbT DI WY B

Differentiate between Absolute Purchase Power Parity (PPP) and Relative (PPP).

quf oy wifed THar SR W08 oy Xfdd IHAT & & 3R TWE B

Show the effect of expansionary Monetary Policy under flexible exchange rates and
perfect capital mobility.

%ﬁﬁﬁﬁmaﬁmwwnﬁaﬂm%mmﬁ%:ﬁ%éswﬁ
!
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6. B‘rieﬂy_describe the 'J-Curve' effect.
U H “S-dgh” (J-Curve) UHTI BT JUMH |

7.  What are the advantages of 'Inflation Targeting' as a monetary policy framework?

Aifge M o F wu F el agfiaxor (Inflation Targeting) & o1 €H 87

8.  Explain the "Asset Market Approach" to exchange rates.

fafyma X & “aREufy SR RS @ e S|
Section-C (3 x 10 = 30 marks)

1. Using the IS-PC-MR model, analyze how a Central Bank responds to a permanent
supply-side shock.
IS-PC-MR FISd, &I IUANT HRa gU [a=avur o s Tab balg da Rt sryfd-uefta
e (Permanent supply-side shock) TR &t ufaforar Sar g1

2. Using the Blanchard and Johnson framework, analyze the 2008 global financial crisis.
Focus on the roles of leverage, falling house prices, and the liquidity trap.

SIS 3R 9 &Ta BT ITINT dd g 2008 & affye faxhar Hove &1 fazaiwo Y|
JleH(Leverage), RT ST BT SR IR SITd DI HHBT TR AT dbid H1|

3. Critically evaluate Dornbusch’s Overshooting Model.
S & SNRIET A S BT STATIATHD Hdidh B |

4.  Compare the effectiveness of Fiscal and Monetary policies under Fixed vs. Flexible
exchange rate regimes with perfect capital mobility.

guf gt niferefierar & 9y fRR s Tl faf i @) et & dgd Ieeiiy iR
A Hifadl ot yyraeiad & ga s
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