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(iv) Actual reserve ratio

(v) Potential GDP

(c,) urccgc rlq t fic flr rrs+ li ror<rsr at
qsRrFr.6 ArCqe r<-< q] crIeEsr

(u) ffitur w qc' ntuw Aqff frrd:

(i) ffikc irq$fron*,

(ii) q6''{ qfusrqr,

(iii) ge crqR vqm{,

(iv) qrRE6 onfta rgvn,

(v) wrkr r-+-o *(Y*rE t
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Er*tfrqff&r
r. Es cFr-cir + ffi fi sci Aq qq ffuffts s6 qq qrql

ortmqrrfrftq r

2. {{rv{;rqq+8vfi{t
s. ffid(qrrilqr:nntHs r

a. s$q, rrr to sr6 sr I I

u. qq' murrr +dE+d( + scftr d vqrR t r

6. {(rsr-q-.?6rvst wl$qrfffrffigs. qNrtABq, Afr-{
q.t i-flt ql crq{ cq, fr Etqt qBs r

(a) Explain the income method to measure GDP.

(10)

(b) What is stagflation and when did it occur? How

did it change economist's views? (8)

(o,) r+-o *q siqrd * crc+ d irrc E& msutt

(a) 5<rdffi< cA RT * alr ar c-c gm? s{+ rffi
+ ffi c] *t cea frqr?

(a) What are the three approaches to measuring

economic activity? Why do they give the same

answer? Explain. ( l0)

il
Md = $Y (0.35 - i)

(i) ffc qrf, qr irwr: 5% *< rox i i Es qfu
dscrfrqmwrlt

(ii) qFr (i) crr 3q+rr u'G gv, ufro w t <c?rs

ft'e1q q( Tqr d cr.r q) +t eqrR-d o..rft

il

(iii) qq dfrs fu qnr e< ro% *r vfrsn * (<rt
q, qE gs qk fr slfifq, srq so% 6T A

irfr*ilWfr{rrro,IRI*{I?

(iv) rm dfrs fr' ar6r Er s% tr cfrqd * t-d{

t, qR w 6qRir d qrfftr qrc 50% 6{ A
vre * + Tcr 6 cr.r or wr *rn?

(a) What do you mean by output gap? Explain positive

and negative output gap. (8)

(b) Write a short note on the following ( l0)

(i) Implicit Deflator

(ii) Corn Economy
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(iii) Open market operations
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1920 l0

function is

Md : $Y (0.35 - i)

(i) What is this person's demand for money

when the interest rate is 5o/o and 10o/o

respectively?

(ii) Using part (i), explain graphically how

interest rate affect money demand.

(iii) Suppose that the interest rate is 10%. In

percentage terms, what happens to this

person's demand for money if her yearly

income is reduced by 50%?

(iv) Suppose that interest rate is 5%o. In
percentage terms, what happens to this

person's demand for money if her yearly

income is reduced by 50%? (8)

(m) gur6 t enq wr ffifli l? uro * tgffi Kt rt
.''_6,6q q1fr t cRq-fr{ + 91nfr d ffir (tcrtu*

* wrqru t)

(q) qr fffrs ft Eifr qk d qlm6 srq $60000 tr
q6 rft cm fr ft gs qk qr ffi cFr q-fi{ os *

(b) Given the following ihformation about an economy :

' (8)

Gross private domestic investment = 40

Government purchases of goods and services : 30

Gross national product (GNP) = 200

Current account balance = -20

Taxes = 60

Government transfer payments to the domestic

private sector : 25

Interest payments from the government to the

domestic private sector: 15 (Assume all interest

payments by the government go to domestic

households)

Factor income received from rest of world = 7

Factor payments made to rest of world = 9

Find the following, assuming that government

investment is zero :

(i) Consumption

1920 3

(iiD GDP
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(iv) Net factor piyments from abroad

(v) Private saving

(vi) Government saving

(vii) National saving

(c') mFtm {frRfr d {rc+ + A-{ gEdur clr *? t
rrlrrr Eir{ R) t+ *? qreq rrtr

(q) c-+, s{q{tur + qft +- ffifur umort fr rr{ l:
vo'a h-ff *( frtqr = lo

sq* ft tsrfr d rtfit trte = so

{6H llqc riqrq (GDP) - 2oo

qrq €rdr iq = -20

tft = 60

+( R-S *{ d T<-+.rt E<rr{ur gqttm - 2s

qron t +( ffi *d d qrq trnrq - s

(rrr fr fr sron a<r qfi qm Trrn *qqfr{rt d
Br+ *)

iq E{s t rrRT qlrFr I.t = 7

(,s) g.fr s{6{{tvr t aq EMR s-Ed-{ d qrqr qtr

(ffi* d vna-cr t)

(a) Why do we call mechanisms such as proportional

income taxes and the welfare system automatic

stabilizers? Explain carefully how and why these

mechanisms affects fluctuations in output. (10)

(b) Explain the concept of money multiplier. What is

the relationship between supply of money, demand

for money and money multiplier? (8)

(t,) rc WcrR-+, Bnc qr flt{ q'anur qq-ff it dfr d
e-{kr €e-drq-s{ d q,'6+ ti s{mq qwrs fr t
m arregz t srn-q-drs + *t *r fll eqrR-d 6G
ir

(<) r<Tor.rq.d reqRqrd{T{E}r IErd ur1ffi,lar

ml qm sik Tsr Wr6 * rirq wr v'su ii

(a) What do you mean by multiplier? Show the effects

of changes in fiscal policy on the equilibrium level

of income. (With the help of diagram) ( l0)

(b) Suppose that a person's yearly income is $60000.

Also suppose that this person's money demand

1920 9
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(i) rt mw I wrc * wEil{ R( *< yro d
rrqcr 6tr

(ii) Ts€ irErtq, gs d rrurar 6ir

(iii) rr{ Ahs fr. {d6t o.zs * vrar *r i{ t-{fl{
srq mr *? *t <<t gum?

(iv) {trc sEris + cfril{.{ d rtqcl 6tt qI iflc

v*d 6tn ft qfr c = o-8 * qqrq o.q ri t
sffa sffis i qearq q"c qr @rqr i.n?

(u) wr flc c-dl (6't t ft'qs t = t t n) 1urm

r wr* *l

(a) How are desired consumption and desired savings

affected by increase in cur{ent income expected

future income and wealth? (9)

(b) Explain the goods market equilibrium in the open

economy. (With the help of diagram) (9)

(o-) a$rn ffc i qqft-d qBq d wc *t cRaqfr +

EE t sfud sc*rr ft: qrBd €{ +* nqlkd *fr
*?

iq E{s Ed frqr rrqt tnrs Tntra - e

m qr<i gv fr mort friu rg< t,

ffikr a1s {fu:
(i) ss+{

(ii) ge frclt

(in) T6-d *q rccrq

(iv) R{I t {a qrco trran

(v) ffi c+c

(vi) t-<6R fr {s-d

(vii) t$+ a-u-c

(a) What do you mean by cyclically adjusted surplus

and why it might be more useful than the actual

or unadjusted budget surplus? (Diagram required)
( l0)

3

1920

(b) What do you mean by business cycle? Explain the

four stages of business cycle with the help of
diagram. (8)
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(o') vffo w t cqr&fu< ilmc i smor oqr <m{ *
iil< qa sr€h-fi qr ersqr&fur <u-c nErtc i o{D6

sq+ff E+- d r+-cr t? (ute emre-o)

(<) qrqn qm t grq er rrat l? qrqn qr * qn q<oil

d fu{ d surrdr t sqsEg I

(a) What do you mean by unintended inventory
investment? Explain the situation when it becomes

negative and positive with help of diagram. (8)

(b) Suppose we have an economy with the following
function: ( l0)

C=50+0.8Ya

t--70

G:200

TR = 100

t : 0.20

(i) Calculate the equilibrium level of income

and the multiplier in this model.

(iii) Suppose that t incr€ases to 0.25. What is

the new equilibrium income? And the new

multiplier?

(iv) Calculate the change in the budget surplus.

Would you expect the change in the budget

surplus to be more or less if c = 0.9 rather

than 0.8?

(v) Can you expldin why the multiplier is I

when t: l?

(a) oattsa e*i ff+rr Hr ars{ i? v( ftrfr
* Mdd fr wrqar t qcflEs s{ q6 T+'rrtrd6 *t
rE6RrdF6 * vr&

(<) rn flfrv fu aqft qm ftqfrka sff{qrd sfqstvr

t'
c:50 + 0.8Yd

I:70

G=200

TR = 100
(ii) Calcutate budget surplus, BS

t = 0.20
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