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Instructions for Candidates

1.  Write your Roll No. on the top immediately on receipt of this question paper.

2. There are 8 questions in question paper answer any 6 answer.

3. All question carrier equal marks

4. Answer may be written either in Hindi or English, but the same medium should
be followed throughout the paper.
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(a) What is macroeconomics? explain the different macroeconomic issues in detail.
(b) What are the important consequences of difference in classical and Keynesian
views? ' (10, 5)
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2. Given the following data for an economy (all figures in X crore):
. Private Consumption = 500
. Government Expenditure = 200

Gross Investment = 150

. Exports = 100

. Imports = 80

. Depreciation = 50

. Indirect Taxes = 40

. Subsidies = 20

(@) Calculate GDP at market prices. 5

(b) Derive Net National Product at factor cost (NNPfc). -5

(c) Explain the difference between real GDP and nominal GDP. Why is GDP deflator
considered a better measure of inflation than CPI? 5
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3. Suppose the consumption function is given by C = 100 + 0.8Y with no government
expenditure while investment is given by | = 100.
()  What is the equilibrium level of income in this case?
(i)  What is the level of saving in equilibrium?
(iii) If for some reason, output is at the level of 800, what will the level of involuntary
inventory change be?
(iv) If investment (I) rise to 150 what will the effect be on the equilibrium income?
(v) Draw a diagram indicating the equilibrium in both (a) and (d) . 15
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C =200+ 075, 1= 100,G = 150, T = 100
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5. (a) If currency held by public = %400 crore, demand deposits = %600 crore, and

reserve ratio = 10%, calculate the money supply (M1)

(b) Discuss the functions of money. How does money solve the "double coincidence
of wants” problem? (7.5,7.5)
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6. 1S:Y = 1500 - 60r
LM:Y = 800 + 120r
(@) Find equilibrium Y andr.
(b) Show the equilibrium diagrammatically.
(c) Explain briefly how an increase in government expenditure affects the IS curve.
(5,5,5)
IS: Y = 71500-60r
LM: Y = 800+ 120r
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7. (a) Whatis meant by a liquidity trap? Why does monetary policy become ineffective

in this situation?
(b) Derive the IS curve starting from the goods market equilibrium condition.

llustrate with a diagram. (510)
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8.  Explain the following:

(i)  GDP deflator
(i) Money multiplier
(i) Quantity Theory of Money (5,55)
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(i HI 70D (Money Multiplier)
iy Hal DI AETHS Rgid (Quantity Theory of Money)
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