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Instructions for Candidates

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

2. Attempt all questions.

3. All questions have internal choice.

4. A simple calculator is allowed.

5. Answers may be written either in English or Hindi; but the same medium should
be used throughout the paper. |

BEl @ forg FEm

1 N WE-TF S fem 8 ew Ry W iR um w soe s foile |

2. . AW Y HISTR T |

3. a3ty # suaRe fewew faw 1w 71

4, WURT HARACT Hl IYART IS B |

5. 39 WET-UF 1 IR Jden A1 B fF0 v s § G, wifee o SRl o Wiemw v
& B ey | -

11
1. (a) Consider the following information about an economy:

» Consumption function: C = 100 + 0.8(Y — T + TR)
* Autonomous investment: I 5 200
* Government spending: G = 150
* Net exports: NX = 50

* Taxes: T =100

* Transfers: TR =50
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(1) Find the equilibrium level of income (Y). 3.5
(i) Calculate the level of consumption at equilibrium. 3)

(i) If actual output is Y = 900, find the value of unplanned inventory
investment (IU). €))

(iv) Based on IU, explain whether output will increase or decrease to

reach equilibrium. 3)
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(b) Critically examine how the sensitivity of investment to interest rates influences

the relative effectiveness of policy interventions in the IS-LM framework.
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(a) Discuss how simultaneous shifts in both IS and LM schedules may leave

output unchanged but alter the interest rate.
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Evaluate the conditions under which monetary policy may become ineffective

in influencing output. (12.5)
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An increase in pessimism about future economic conditions spreads across
households and firms. Analyze how this sentiment feeds into macroeconomic

outcomes using the AD-AS framework. (12.5)
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Explain the adjustment process through which deviations from the natural

level of output are corrected over time? (12.5)
|
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Explain the properties of the Aggregate Supply (AS) curve in the short run

and medium run. (12.5)
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Analyze the conditions under which output returns to its natural level without

policy intervention. (12.5)
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Examine the proposition that the trade-off between inflation and unemployment

is a short-lived phenomenon. (12.5)
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(b) Explain the basic mechanism of the wage-price spiral . (12.5)
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(a) Explain how expectations formation can lead to shifts in the inflation—

unemployment relationship even in the absence of new shocks. (12.5)
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(b) Explain the concept of expectations augmented Phillips curve. (12.5)

e - Haftla fhfera aw q@=sy (Expectations—Augmented Phillips Curve)

Using the Mundell-Fleming framework, explain why the effectiveness of fiscal
policy depends on the exchange rate regime and capital mobility. (15)

AT~ TR B T ST e g) I8 wEse T e ® vt sl oot wifRieran
T MR TR ARG A T Il o= seer 21
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Using the Mundell-Fleming framework, explain why the effectiveness of monetary

policy depends on the exchange rate regime and capital mobility. (15)
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