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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.

2. All questions have internal choice

3. A simple calculator is allowed.

4. Answers may be written either in English or Hindi; but the same medium should
be used throughout the paper.
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1.

(a) Consider the following economy :

« Consumption function: C =100+ 0.5(Y - T)
* Investment function: I = 100 — 101

* Government spending: G =200

+ Taxes: T =100

(1) Derive the IS curve. (6)

(i) Find equilibrium output when interest rate = 6%. (6.5)
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(b) Explain the effectiveness of fiscal policy when the LM curve is horizontal.

(2)

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

IS—LM witser ¥ stehigE - I (Output) 3 =T = (Interest Rate) Rl
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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)
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Distinguish between short-run and medium-run Aggregate Supply. (12.5)
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Explain how a decrease in expected inflation affects output and price
level. (12.5)

SR TS § B A ST IR Ied TR W TG g

Explain how equilibrium output and price level are determined using AD-AS
framework. (12.5)
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Explain the short-run Phillips Curve and the trade-off between inflation and

unemployment. (12.5)
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Explain the natural rate of unemployment. (12.5)
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(@) Explain how expected inflation influences the Phillips Curve. (12.5)
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(b) Explain the concept of high and persistent inflation and how it challenges
traditional Phillips Curve analysis. (12.5)
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4. Explain the determinants of net exports (NX) and how changes in income and
exchange rate affect it. (15)
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Explain the effects of a depreciation of the real exchange rate on output, exports,
and imports. (15)

ardiaeh fafeE & ¥ & (depreciation) T Seuree, Fafa ik s W W GwEEgl

(500)

L0




