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t5Tdi is ike iafa
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Section-A

All questions in this section are compulsory. Each question carries 2 marks.
(15x2-30)

1.     Time inconsistency leads to :

A.    Perfect policy credibility

8.    Policy irrelevance

C.    Loss of trust in policymakers

D.    Stable inflation

P.T.O.
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2.     In the Taylor Rule, if inflation rises above target while output is at potential, the
central bank should:

A.    Reduce interest rates

8       Keep interest rates c`onstant

C.    Increase interest rates

D.    Increase government spending

3`.     W_h.ich condition ensures debt sustainability in the long run?

A.    Real interest rate > GDp growth rate

8..     Real interest ,rateL< GPp growth. rate

C.    Persistent primary.deficit                                                -`

D.    Increasing budget deficit

4.     Ricardian Equivalence.impli~esl`that-a.tax c`ut financed by borrowing will:

A.  ` Increase consuription      `

8.     Decrease savings

C.    Have no effect on aggregate demand

D.     incre-a`se,investment       `?             ``

5.     The Is-PC-MR model is primarily used to analyze:

A.    Long-run economic growth

8.     Trade.cycles only

C.    Short-run macroeconomic stabilization and monetary policy

D.    Population dynamics
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6.     The real exchange rate (RER) is best defined as:

A.    The price of one currency in terms of another

8.    The price of domestic goods relative to pric,e of foreign goods

C.    The rate fixed by the central bank

D.    The difference between exports and imports

7.     A real appreciation of domestic currency leads to:.

A.    Higher exports and lower.iinport§                    '`

8.    Lower exports and higher imports

C.    No change in trade balance

D.    Increase in capital flows only

8.     Under flexible exchange rates, monetary expansion causes:

A.    Currency appreciation

8.    Curency depreciati6n

C.    No change in exchange rate

D.    Increase in imports

9.     The J-curve effect refers to:

A.    Continuous decline in trade balance

8.    Immediate improvement in trade balance

C.    Initial worsening followed by improvement

D.    No effect of depreciation

P.T.O.
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10.  'Wage-price spiral occurs when:

A.    Prices fall continuously

8.    Wages and pri'ce level inc`rease by time lag            €

C.    Imports decrease

D.    Exchange rate stabilizes

11.   -Hy-steresis in exchange rates implies:

A.    Temporary effects of exchange rate changes

8.    No impact on trade

C.   apermahe~nt effects of lasting exchange rate changes on trade pattern

D.    Immediate adjustment

1-2.   Sterilizationrefers to:      ,

A.    Increasing exports

8.    Neutralizing forex intervention through open rna.rket operations.

C.    Devaluation

D.    Capital inflow

13.   Exchange rate oversh.ooting refers to:

A.    Exchange rate remains constant

8.    Exchange rate changes more than the long-run equilibrium
I

C.    Exchange rate falls permanently
1^

D.    Exchange rate does not change
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14.   Purchasing power parity (PPP) States that:,       ,

A.    Exchange rates are fixed

8.    Exchange rates reflect interest rates

C.    Exchange rates adjust to price level differences

D.    Exchange rates depend only on trade

.15.   The Portfolio Ba.lance Model. focuses on:

A.    Goods market only

8.    Money supply only

C.    Financial asset markets

D.    Trade balance only

SHCTI0N-B

7 Attempt any.six questions C)Jut of the following eight. Each question carries 5

marks.                                                                                                     I                       (6x5=3 0)

1.,     Discuss the shift in monetary p'6^licy from money supply targeting to inflation

targetin8.

2.     Wfty is disinflation costly? Explain using the Phillips Curve and the concept of

sacrifice ratio.
E=

i

3.     Evaluate the effectiveness of monetary and fiscal policies in responding to the

Global Financial Crisis of 2008.

P.T.O.
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4.     What is the net export function, and how does iti.nfluen`ce'the Balance. of payments

(Bop)?

5.     Explain the Mundell-Fleming model under ,a fixed exchange rate regime with

perfect capital mobility.

6.     Discuss whether devaluation of the domestic currency alone is an effective means

of achieving intemal and extemal balance in an open economy.

7.     Explain exchange rate overshooting and why it:6xceeds its long-run equilibrium

after monetary expansion.

8.     Explain the portfolio Balance Approach to exchange rate determination.

Section-C

Attempt any three questions out of the following four. Each question carries 10

marks.                                                                                                                         (3 x l0=30).

i.1„     What jare the constraints of the government budget, and what are the preconditions

for `long-run fiscal sustainability?

2.     Explain the working of the Is-PC-MR model in response to a demand shock.

How do fiscal and monetary policies operate in the Mundell-Fleming Model

under conditions of perfect capital mobility and flexible exchange rates?

4.     What is the role of expenditure-switching and expenditure-reducing policies in

correcting  the  Balance  of Payments  (Bop)?  Also,   describe  the  J-curve

phenomenon.
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ds - -A

F ds iR wh i]aT Chfiffi ¥ I Hdr 3TFT 2  3FqT tit €I                            (i5x2=3O)

I.     qFZT RE  (Timeinconsistency) a fflT am€?

A.     ilf ffi Taaqtil^iqtli

8.     an  6iwitiFlq,ffl
t`

c.   iHaithdi tR ia"ifich

D.   ite8ERE

Effl iin (Tayior Rule) a. rfe giv aca a fflfha a ck 3tqTFTirm ia{ TR a,
ch iffi RE a iHr iFHT rfu.3

A.     iH15TR  tlclll

8.   ffliRidriRT

C.   RERqu

D.  edffl-

3.    itfro a HOT iin (Debt sustainabiiity) ifr itr rfu-fl wl ena=qqT €?

A.    qRalisrmi{ >GDpgaiR           tL

8.     qT5rfatFTqiaiR <GDp quR

c.   iadrHqifarm

D.   qu5anRE"

P.T.O.
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4.     RaffiHFgHaT  (Ricardian Equivalence). iFT as a ifa 3aR a iatlv`i@d tR qTa@ :

A.  rfugiv
a.   fflqEm

c.   rferfutREas3rmaffiwh

D.    iaaITqFm

5.    Is.pc.MR fa 5Tgr wh ia5Htfr iawh i} iae in £9
~

A.     c^it-I-chlrdch  rfe iarm

8.   faiEmRE

c.    3icAiq,iiaq] i© 6iriifis ffi

D.  tlwh-
6.    qT5TPefainH (RER) dfrHasTfinHr€3

A.    vqTB=TiftfroiFaI=TiiRla.

8.   ike.i]qch. ifl th iaan q5di R g]T¥

c.    iffi# ERr iadiRa`€I

D.    life 3it 8rmi5T Gin

7.     tfag=T ifr qTtafaiF RE  (appreciation) 5T ifflT RETa in a?

A.     iifeaaaTa 6ife 3TTqTarm€

8.    iifeiTEffl€ 3k 3ttqTaqu£

c.    qTqRgivS ae qRafaffi

D.  fa"REqu€
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8.    ffiiafhaHi±iT5aitisiaRT5THT3[HTTina?      +       fr€

A.   IriFTRE

8.    gran tlqu®Oul

c.   aeqRafaffi

D.    6rm¥tfa

9.     ia-tTF  (I-curve) 3FTa 5T iFqT at a?

A.   qiqRgiv¥ iadr fiTen

8.   ttiREgr

c.   TriisfiTeni}RTgr

D.   asRTffi

1o.   aan-qF rfu  (Wagen`price spiral) ffia am a?

A.  ae.-fitch¥
8.    aan 3ft{ ire.aFa 3fREaqan¥

c.     3mmqEa¥

D.   iafiniRidran€

ii.    iaRE iRS ia© (Hysteresis) im fflT at a?

A.   chRE
8.     qTqRTREasHulaT@

c.    chqRafaawhINFT

D.   entqfro Hrfu

P.T.O.
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12.     tERtli€QQil iFT iHT at a9

A.   iarfu-

10

8.    inTTfa stfroiH{T iaan ian wh 5T "FTeFma i5en

C.       3,qtlquq-

D.   "RE

13.   iafha Tit chiiRI 5T HT at €3

A.   iaihaFidrca€

8.     -Qhtq.q]m^[| giv a fflfha qRafa

c.    whfiTen

D.    qasqRafaffi

]4.   RTrfuiTrm  (ppp) iHTed€?                7

A.    iafhaiRidran€

8.   iRTiachan€

c.    RIH{ia 6fa{ii 3]gHRHHfa

D.   fairm"ffi*

15.    ti`Ic-v`,Irctq`I RE fa fa5H TR life €3

A.  q§-
8.   fagranTF

c.    iafu tiRti.vrttaTmI

D.    irmH9FT
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dsL8

ian th 8 S a 6 SIFT i;a q±. I Hdr qaT 5  3f5T iFT a I (6x5=30)

I

I.    iLRqT ffiS¥T enti agRlffi afafifro aPr deqEaTa a affi q±.I '`

2.    giv iran (Disinflation) rfu q5fin€? irm tffi 3ft{affro aFTaii SIRE
TR ail

3.    2008 i± ais iathdr ifr froife Gin <itlc£\G\q itfan.ch HqTqthiitgiv
/

q¥l

4.    iFE life T5FTffl a 6ft{ iH FTgiv (BOp) a isa Hrfu ifi{aT €7

5.    .R§R ire R Sit ire ® Trfuth Efr iaeE giv-TFan ida enHffi

6.   qT ifa I=T qagrF Hfalha air atg giv rm ed i} to wh a? ed q±.I

7.    iaha a chqqu HT € 6ir itREFT iatan E}aTa qa ed in a?

8.    iaiha iR ifefu ¥ q`ic.Lb`Irtlqi aa* Efrfu nil

ds-c

iaFft th 4 S a  3  3I=T i;a qR. I HEaEF iTFT io  3fqT ffl a i (3xl0=30)

i.     qi[a:mlt qqE iflqTHff fflT ¥ gin aaq`-its iTHan iin R if iT5 iRIT a.7

2.     rfu 3TTETTa i± faf ti Is-pc_MRiisa ifr ffl-q-Huimhi nil

P.T.O.
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3.    ire ® Trfafro 3it{ ffi iafha iR i± iT5a giv-TFaiinfa siLis 3ir tltlife
iTFa lit iaQat]u, *.I

4.    gmTgivquTRiS iHZT-ira 6ir qqi-whqT@ ffi ifl agiv apt a? q[q a
a--ffi RT ail


