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I Instructions for Candidates

Write your Roll No. on the top immediately on receipt

of this question paper.

Answer any 5 questions.

All questions are divided into sections A and B.

Attempt any 5 questions out of 7 questions from

each of the sections. Section A has short answer

questions and each carries 5 marks whereas Section

B contains long answer questions and each carries

10 marks.
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Answers may be written either in English or Hindi;

but the same rtredium shoutd be used throughout the

paper.

'L E{ y{;r-qr + ffi fr slr( Gs w ffqfra *qra v< sq{I

3EiEcrtfi'frfrq I
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SECTION-A

l. What is the crowding-out effect?

(c) fftr qm-qcq tffi "r* 
* sqftr s€ gv lM

#*' ffR (arrrn nn $ { c-+. cR fr ER) *
iliqq,re{ ft qtrrorfi-r yqrs qqr S?

Explain the concept of the expectations-augmented

Phillips curve. What are the shifting factors of the

Philips c urve?

s-iqrRn-TsftFd frftq em d smqr<un d qrqr qtr

frftq qo * enqrr<'r * orco wr i?

What are the components to be included in the balance

ol payment of a country?

ffi trr + SrrorT(g.dr1n- 1nft-d frq tr+ ere q-cfi +{
t€?

7. Explain the following concepts :-

(a) Nominal and Real exchange rate.

(b) How exchange rates are determined: A Supply-

and-Demand Analysis.
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r{rtdfrs iilq* qrs t- +{ sE ir{q-irqr * cR i ftrrRfud
qr;r*rft * : -

Why does the IS curve have a negative slope? Explain

diagrammaticall y .

ls slF q'r Eunf,r.fi am Rt- +dr i? 3rR-€ t rrsrssr

Under what circumstances might the LM curve be

horizontal?

LM-qo ft-r fufr,it + *R-s * {'oqr t?

Explain the concept of wage-setting relation and price-

setting relation (Diagrams are required)

q-qt-fuf{or t'dq d( *rd-ftqkur rs$ d irsin<w d
qrqr of (ate imn6, S)

Discuss the concept of neutrality of money

2

c:2000+0.75Y

1=1200-24i

L:0.25Y-l5i

MIP = 29t0

IS *r LM s-d+- + r++-rur d ge-< nt *r otrq *i qrm

?t ?ir {-Eiffi qri 6,I qm arngr

(a) How does an increase in unemployment
benefits lead to an increase in the natural rate of
unemployment?

(b) What are the short run and medium run effects

of an expansionary monetary policy (one time

increase in nominal money supply), using AD-AS
framework.

(sr) tM ar* + gB t +n-srnt d vrffd-{ E( i gfr

I 4

l

5

4

** +0 *?
Iil E& n-cwrdr d weuRun q{ s-d 6tt

P.T.O.



3459

6. Explain the concept of the J-curve.

54 3459

J-ss d .lrstlRqn fr qrqr qtr

Explain the relationship between the current, capital

and financial accounts.

"rS.€rt 
d{ tff t<re ft ffic r<r+ + Aq trflr fr qrqr

otr

SECTION_B

How and why do the income and interest sensitivities

of the demand for real balances affect the slope of

the LM curve? Diagrammatically explain.

qRF+. ic {Er d qm d qrq uh qre *c<ffem vqq{

q-6'* anm d ++ Bfr{ d vqrtud o.cfr i? qRdq 6c

* vrertsr

(i) What is the crowding-out effect? Can crowding

out effect be lvoided?

(ii) Explain the impact of'an increase in
unemployment benefits on labour market

equilibrium.

(i) mrsBr flire csrFt flI A? HI qrsG.I iflrse vqrs fr
sc*ffir d ur rofr *?

(ii) 'rc sMR rga-< w tM mt t 5fr * cr{r+ *
qrcqr frfrgr

Suppose you have the following information about a

two-sector close economy :-

c :2000 + 0.75Y

r=1200-24i

L : 0.25Y - l5i

MtP : 2910

Drive the equations of IS and LM curves and find

out the equilibrium values of income and rate of
interest.

P.T.O.

2

't

3

I


