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Instructions for Candidates :
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Attempt any four questions.
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All questions carry equal marks.
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Q.1  What do you understand by macroeconomic policies? What are their objectives in general? (18.75)
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Q.2 (i) 'A sum of all the different expenditures will give the GDP by the expenditure method'Which
are these expenditures?

(ii) Discuss the following concepts:-
1. Real and nominal GDP
2. National saving, private savings, and government savings.
(8.75+10)
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Q.3 (i) Given the consumption function, C = 40+Y4, compute marginal propensity to consume (MPC)
and marginal propensity to save.( MPS) using the following information :-
(where ,C is consumption MPC is b and, Yy is disposable income)

Yd 500 600 700 800 900

C 400 425 540 600 650

(ii) You are given the following information about an economy :

C =40+Yy
| = Rs. 50 crore



(@)What is the level of saving at equilibrium level of income?
(b) If, for some reasons, output were at the level of 800, what would be the level
of unplanned inventory accumulation be?
(8.75+10)
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Q.4 (i) Explain the multiplier effect of equal change in government expenditure and taxes on equilibrium
level of output in an economy.

(if) Explain why the tax multiplier (when tax is not a function of income) is smaller than
government spending multiplier. (9+9.75)
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Q.5 (i) What are the determinants of demand for money? Show the effect of an increase in nominal
income on the interest rate.

(ii) Define net export function. What are the determinants of exports and imports?

(9+9.75)
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Q.6 Define money multiplier. Explain the process of credit creation by commercial banks in multiple-
banking system.
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