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Explain the factors that affect demand and supply of foreign

exchange. Also explain determination of equilibrium foreign

exchange rate in an open economy. 15 -
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Explain the shape of aggregate supply curve in the short run

ds well as in the long run. 15
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What do you mean by inflation ? What are lhe causes of 
.

inflation ? Explain these usirrg aggregale demand and uggr"guf

supply curves. 15
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l. Write short notes on any lwo of the following i 7'/2+7%

(a) open economy multiplier 
I

(b) Causes of shifts in LM curve

(c) Philips curve

' (d) Long run aggregate supply curve.
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Explain how does the expansionary and contractionary

fiscal policy affect GDP in a closed economy with fixed

price level ? 15
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Explain using aggregate expenditure method, how lhe

equilibrium level of real CDP changes due to changes in

interest rate. 15
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What is aggregate demand curve ? How is the aggregate

demand curve derived from the aggiegate expenditure schedule.

when the price level changes in an economy ? 15
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What do you mean by balance of payments ? What are the

components of current and capital accounts of balance of

payments ? 15
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