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Instructions for Candidates

1. Write your Roll No. on the top immediately on receipt of this question paper.
2. Attempt any five questions.
3. Use of 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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What is meant by aggregation? Why is aggregation important for

macroeconomic analysis? (6)

Why is wage-price flexibility crucial to the idea of the invisible hand? (6)

“Might two economists agree about the effects of a particular economic
policy but disagree about the desirability of implementing the policy.” Explain

this statement. (6)

Define private saving. How is private saving useful in an economy? What is

the relationship between private saving and national saving? &)

What precautions should be taken while calculating GDP through the value-
added method? 9)

Consider an economy that produces two goods, Wheat and computer. The
following table shows the quantities produced and prices of the two goods

in the base year and the current year:

Goods Quantity in Price in Quantity in Price in
Base Year Base Year Current Year Current Year
Wheat 300 4 360 5
Computer 100 8 120 10
Calculate:

(i) Nominal GDP in the current year

(i) Real GDP in the current year, using base year prices
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(i) Percentage change in Real GDP from the base year to the current year

(3x3=9)

(b) What are the determinants of desired national savings in an economy?

)
4. (a) Define user cost of capital and explain its components. )
(b) Suppose an economy is described by the following functions —
Consumption function: C = 500 + 0.5Yd
Yd =Y - Taxes
Investment: I = 1000
Government Expenditure: G = 2000
Tax rate: t = 0.2
Transfers from government: TR = 200
Calculate —
(1) Equilibrium level of income and the multiplier in this model. (6)

(i) Suppose t increases to 0.25, what is the new equilibrium level of

income? 3)

5. (a) What are automatic stabilizers? What is their importance in an economy?

(10)

P.T.O.
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(b) Define budget Surplus. What does negative budget surplus mean? Explain

using suitable diagram. (8)

6. (a) What is the impact of a contractionary open market operation in an

economy? ©)

(b) Consider a bond that promises to pay Rs. 100 after one year and answer

the following questions-
(1) Calculate the rate of interest if the price of the bond today is Rs. 75.
(i) If the rate of interest is 8%, calculate the price of the bond today.
(i) State the relationship between bond price and interest rate.

(3x3=9)

7. How do the demand and supply of Central Bank money determine the equilibrium
interest rate in an economy with currency and checkable deposits? Explain using

formal analysis and suitable diagram. (18)

8. Write short notes on any three of the following — (3x6=18)
(1) GDP deflator
(i) Balanced budget multiplier
(iii) Uses-of-saving identity
(iv) Determinants of desired investment

(v) Monetary aggregates
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1 (EF) THE (Aggregation) ¥ I A 27 gAfe e fazewor & o s o
WEa 27 (6)

(@) wajr—aﬁvﬁr KEISIEE] (Wage&price flexibility) ‘A B’ (Invisible hand) ED
frar & fore = weeaqet 27 (6)

(1) “2r srfaren fR faRw s Ay & el W weea ° s 2, dfee 3w Afa
T AN] FA F ASHAA W EEAS B GRS 81”7 TH HAT S AR FHIoTQ |
(6)

2. (EF) it s=a (Private saving) = gt FIW TR srfemaeen § fasht s e
IFERT 27 el s 3R T Sua @ A g6y 87 (9)

(@) wea-afda fafer (Value-added method) & #ea® ¥ GDP &t VAT &R &9 &I

HaeTE S =Ry ? (9)

3 (F) T W& sfemeen W R Y W @ aegan, g (Wheat) 3R FREX 1 I
T 2 fAfeias aifere star af sk adam af & R aegst ot Searfed T

3R =Hal ! S B

Goods Quantity in Price in Quantity in Price in
Base Year Base Year Current Year Current Year

Wheat 300 4 360 5

Computer 100 8 120 10

P.T.O.
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(i) T a9 | AR S (Nominal GDP)

(i) SMoR ¥ S FFA H ITANT FA 8T, TN qW A ardraeh it (Real

GDP)

(iii) SR a9 & TAAE a9 T aRdraeh e § Afaed qRaaT (3x3=9)

(@) v sriemEen # aifsd wer s9a (Desired national savings) & fuRe @

T &7 (9)
4. (%) o0 S ITARTER AT (User cost of capital) @GRt ST 3K 28 Tl

T AR g (9)

(@) = AR fF g sefeaen @ quie fAfoRad weml arr fomar w2

ITHERT ®el T C = 500 + 0.5Yd

Yd = Y - Taxes

e 1=1000

TER =T G = 2000

TR t=0.2

TWHR ¥ BRI TR = 200

TUET HITIT
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(i) =@ Wtead ¥ 3T A G TR 3R U (Multiplier ) (6)

(i) aft & 9gak 0.25 B WA 8, A AT TN FAT G TR H 27 (3)

5 () Taaifera RuRal ®R& (Automatic stabilizers) T 87 Uah Jrfeqae | TRt 4T
wEd 87 (10)

(@) st AW (Budget Surplus) @t IRHISE IRTC) Fomeren sic SfeRIT &1
T 87 Iugad R @ IR T qwEg| (8)

6. (%) = ERERCR | '&Wﬂ'ﬂﬁﬁ 3T Aehe SR ( Contractionary open market operation )

T FAT TG U= R (9)

(@) T W dt R R & S Tw 99 & 9% 100 T oA H GRT FA B IR
feafofa el & IR T

(i) afe 3t e & R 75 A B, W AT R H 0T HR|
(i) aft =T X 8% B, T 3N dive A AT St 0T FR
(iii) 9 3 T IR AT R ® 9N g9 T R (3x3=9)
7. 9T (Currency) 3R Je ARG TR (Checkable deposits)aﬁmmﬁﬁ'q%ﬁﬁﬂﬂ
AT 3R IS T Mol X ! e FuiRa et 27 stoaiie fageiwor 3k Sugea
A &1 I T 9wEm) (18)
8. TrfoRem # @ fordl o9 w wferm feo fofag (3x6=18)

(i) e fevrreR (GDP deflator)

P.T.O.
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(ii) ¥gferd sIeic U (Balanced budget multiplier)
(iii) s & I9ART S FaarET (Uses-of-saving identity )
(iv) =ffesa Faw & fuwes o (Determinants of desired investment)

(v) ifsen A= (Monetary aggregates)

(15000)



