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Instructions for Candidates

1.

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

2. There are seven questions in the question paper. Answer any five questions.
3. All questions carry equal marks.
4. Answers may be written either in English or Hindi; but the same medium should
be used throughout the paper.
B & fow fAdw
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3. u¥ft wl & 3 w2
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B B =AY |
1. (a) What happens to the equilibrium rate of interest in the following situations?
Use suitable diagram in the context of IS- LM framework.
(1) Decrease in nominal income
(i) Decrease in money supply.
(b) Explain fiscal policy and monetary policy and how are they used to stabilize
the economy. 9,9)
2. (a) What is the demand for Central bank money? Using appropriate diagram

explain the equilibrium in the market for central bank money.
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(b) Distinguish between real and nominal GDP with suitable examples. (12,6)

3. (a) Give an outline of the steps involved in the estimation of National Income
with the help of value-added method or production approach.

(b) What is GDP deflator? How is it different from consumer price index?
(9,9)

4. C=80+0.8YD
I=60
t=0.2
G =140
TR =100

(a) Calculate the equilibrium level of income.

(b) Calculate the Budget Surplus.

(c) Suppose G increases to 176 crs. What is the new equilibrium level of income?
(d) Calculate the change in budget surplus.

(e) Calculate the value of government expenditure multiplier.

(f) Show the impact of change in G on equilibrium income with the help of a
diagram. (3,3,3,3,3,3)

5. (a) What do you mean by open market operations? How does central bank use
open market operations to control prices? Use diagrams. &)

(b) Suppose the economy is operating at equilibrium with Y=1000. If the
government undertakes a fiscal change whereby the tax rate t increases by
0.05 and government spending increases by 50, will the budget surplus go
up or down? Why? ©))

6. (a) Explain the concept of the crowding out effect arising from expansionary
fiscal policy within the IS-LM framework. Clearly illustrate your answer
with a properly labelled diagram. ©))

(b) Consider an economy with the following equations :
C=50+0.8(Y -T),

I =150 — 10r
G =100
T =50

Money demand : L = 0.5Y - 20r
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Money supply: M = 500
P=1
(1) Derive IS equation.
(i) Derive LM equation.

(i) Find equilibrium income and interest rate. (3+3+3)

7. Write short notes on any three : (6,6,6)
(1) Balance of payments
(i) Full Employment Budget Surplus
(1) Liquidity Trap
(iv) Keynesian and classical wage price adjustment

1L (%) Fe=feRaa Rafoai % =t FJAT R (equilibrium rate of interest) =hT =T BT 87
IS-LM g™ & Hesf o Iugad 3@ (diagram) T ITART &)
(i) AFEE 3@ (nominal income) § SN
(1) |1 SITCCI\ﬁ (money supply) H &
(@) ST AT (fiscal policy) 3R wifsw A (monetary policy) =t SaREaT T IR
Ffeaen ot R w & forg IAe Swam dd famar s 2 (9,9)

2. (=) T A NEU AR (demand for Central bank money ) =T 27 Jugad RE HT
ITART TH DT S AT D GO A AT ot ARAT H

(@) ITged IeEWN & A AEdlden IR AREE Fhd BRel IeaE (real and nominal

GDP) & &I 3tk & & (12,6)

3. (%) 9w afda T (value&added method) a1 ITE RN &t Tl & AT 3
T A A IS RO TR g

(@) ¥d = Iae fA8aE (GDP deflator) &1 87 T8 ITAIF Hd GaFHh (CPI)
¥ fr| R firet 27 (9,9)

4. C=80+0.8YD
=60
t=0.2
G =140
TR =100
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7.

(F) I & AT &R it ITUAT

(@) =i CIBEL (Budget Surplus) i T W)

(1) A AW G TeHR 176 FAS B WAT 21 T TN T Goi T T 87

() st e # gRad &t omT =R

() @R =@ I (government expenditure multiplier) & Hed &t 0T

(F) M@ F GEEET ¥ GIAT M W G F URaaT & I i femmw (3,3,3,3,3,3)

(=) @_@lﬁﬂ? CARIERIE (open market operations ) ¥ T F T B? DA dF
FiEl ot el e @ o T aoR o uikarst T STET e ar 87 IRl
1 A R (9)

(@) w1 e fF srferaeer Y=1000 & & dgee W W o @ 31 AT aER Th
TG IR et & o & &l R ¢ § 0.05 &l gfg Bl & IR WA @4
¥ 50 9t gfg BN B, AN T ToC AT T A TEM? A 7 (9)

(=) IS-LM 2 & TR forarard asrena ifa (expansionary fiscal policy) ¥ I
B ATl ISR ST T (crowding out effect) @t TEEIRUT & SR | B
¥ oad [T Y SN & Y AU IR H W T § AT W (9)
(@) FreafoRe aftewon artt v seiEEer R R &
C =50+ 08(Y -T),

I =150 - 10r
G =100
T =50

=1 A (Money demand) : L = 0.5Y - 20r
= 3@ (Money supply): M = 500
P=1
(i) 1S & Fgea=T (Derive) &I
(i) LM S o= &
(ifi) AFAT A IR AT R AT B (3+3+3)

freel e W fer oo forRew
@) Tﬁ AR oie Jfera (Full Employment Budget Surplus)
(ii) ¥ Ede (Balance of payments)
(iii) TRAAT ST (Liquidity Trap)
@iv) FRET IR TR 'ﬂ\—sﬁﬁ 1 THRAST (Keynesian and classical wage price
adjustment) (6,6,6)

(6500)



