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1.      (a)    Considerthe following economy :

•     Consumption function:  C =  100 + 0.5(Y -T)

•     Investment function: I=  100 -10i

•     Government spending: G = 200

•     Taxes:T=100

(i)  Derive the IS  curvei.

(ii)  Find equilibrium output when interest rate = 6%.

ii,+i?iiiatl  titi6qtTFT TIC ffiiTR ap :

•   3q¥intFT:  c= loo+0.5(y-T)

•   fth tFiFT:  I = 100 -10i

•     tltct)I?I tFq:  G-200

•    iFT:  T-100

ti>  |s   TIE  T5T  tBFTTFT  rm[

(ii) ida  HTi5T  iR  6%  a,  iia  giv  T3HTFT  aia  trmi

(b)   Explain the effectiveness of fiscal policy when the LM curve is horizontal.
Explain the liquidity trap.                                                                                       (12.5)

iHF LM qH ire  (horizontal) in a, iIF tTtlRE ffi t@ HqTqth tFTETTETi

tl-ffl tMtllE¥l

OR / stan

(a)    Explain how monetary policy affects output and interest rate in the IS-LM
model.                                                                                                                                         (12.5)

IS-LM ife ¥ iife ffi 3HTFT (output)  air aia iR  (Interest Rate) ch tan

Hrfu ed a, €i
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(b)   Explain how  fiscal policy  affects  output and interest rate  in the IS-LM
model.                                                                                                                                         (12.5)

IS-LM qi5d fi tTdan ffi 3tqTET (output) 3ft{ qliH tR (Interest Rate) a tra

Hrfu ed a, tFTETTETi

(a)    Explain the effect of an increase in government spending on output and price
level in short run and medium run using AD-AS.                                     (12.5)

AD-Asifag[{T`qdiiHZT¥peiFr6IHEFTa3ftITtzFT5Ta¥3tqT=T6itTF

tat tR iFTTtT  tltisilE< I

(b)   Distinguish between short-run and medium-run Aggregate supply.      (12.5)

aitqrfu aan q€Eqrfu rfe engr $ 6fa{ HrsE rml

OR / Char

(a)    Explain  how  a  decrease  in  expected  inflation  affects  output  and  price
level.                                                                                                                                                 (12.5)

chiin grFflfa S ffi ffl 3qT€T air qu ia{ H il`m tFTiTTETi

(b)   Explain how equilibrium output and price level are determined using AD-AS
framework.                                                                                                                      ( 12. 5)

AD-As iifea a imaF a giv 3tqTFT aqT RI tat ET ia€fu tFTETTETi

(a)    Explain the short-run Phillips Curve and the trade-off between inflati.on and
unemployment.

erFFrfu irm t]F aan gFTen Sit aawh a rfu wiT iFTiTTET`

(b)   Explain the natural rate of unemployment.

aen qfr qT5fha iR  (Natural Rate of unemployment) a iqien rmi

(12.5)

(12.5)

P.T.O.



214

4.

4

0R / GTan

(a)    Explain how expected inflation influences the phillips curve.                (12.5)

ctife © ffro i=ff ch tan mrfu ed €, tfflEngT[

(b)   Explain the concept of high and persistent inflation and how it challenges
traditional phillips curve analysis.                                                                      ( 12. 5)

3F6irai"RriT5a-qT@gHFffi(HighandPersistentlnflation)afra]a€]T{gTTch

tFTiTTET an tT5-qTife ira tiff  (phiiiips curve) a fiwh qfr isa g@a a@

a, RE qPrPel

Explain the determinants of net exports (NX) and how changes in income and

exchange rate affect it.                                                                                                      (15)

¥€ life (Nx) i± fi€ffi ch HFEIT=T IRE a]izT air iafha iR S qRqfa qT rmq qffl=pi

OR / GTan

Explain the effects of a depreciation of the real exchange rate on output, exports,

and imports.                                                                                                                                   (15)

qT5TfaiF iaiha iR ¥ ch  (depreciation)  iFT T5tFTE]-, life  3fi{  enqTa TR qa]Tq tffliTTETI


