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7. (i) Discuss the components of balance of payment.

(i) Explain the concept of purchasing power parity.
(i) 9a g & ueat & wd S

(i) wa afFa v ot JEuRoT = wwEET
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SECTION-A

Explain why the IS- curve slopes down and to the
right.

e IS 7% 9 R @ A F g g A B

If the demand for money is independent of the interest

rate, is the LM-curve vertical or horizontal?

IR HE # AT WA R A @aA 8 A T LM-TF deaa
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(a) Derive aggregate supply relationship with the help

of wage setting and price setting relations.

(b) Explain the concept of crowding out effect with
the help of the IS-LM framework.

(3r) wrored - FPrafeor it @ - Pufor waell =t wemear |
- qfd ey et al
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What are the short-run and medium-run effects of an
expansionary monetary policy (one-time increase
in the nominal money supply), using the AD-AS

framework.
W A -E 9 2w e w g fawwad @t
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What does the traditional Phillips-curve show? How
does the expectations-augmented Philips curve from

the traditional Phillips curve?
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3. Suppose that the markup of goods prices over marginal
cost is 5% and that the wage setting equation is

W = P(1-u), where u is the unemployment rate.

(). What is the real wage, as determined by the

price-setting equation?
(i) What is the natural rate of unemployment?

(iii) Suppose that the markup of the prices over costs
increases to 10%. What happens to the nature
rate of unemployment? Explain the logic behind

your answer.
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3. What is the natural rate of unemployment? If the
labour force is 150 million and the natural rate of
unemployment is 5% then find the natural level of

~ employment.

AN = wigfees o @ 87 AR sw s 150 Ml 2
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4. Define aggregate demand. What are the determinants
of aggregate demand? :

T AN B uRNRE w0 e W @ i @ 87

5. Define unemployment. Discuss the two principal costs
of unemployment.

Rowmd w27 RWowmd & A wE aEE W o =@

6. Explain the relationship between the current, capital
account and financial accounts.

e WY R YO @R 3 A @R @ A wey o s
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7. Explain the concept of J-curve.

J-9% & JFGUROT & =\ $i1
BTO.
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Section—-B C = 0.8(1-t)Y
t =0.25
1. The following equations describe an economy (C, I, G ;
etc., as being measured in billions and ias a I = 90050
percentage) G = 800
C = 0.8(1-0)Y | L = 0.25Y - 62.5i
t =025 M/P. = 500
I = 900 - 50i ; K
(i) IS-a% &1 aui ®er aen w9 2 ?

G =800

% : -
T e OOSY GDki ‘(11) [S-a o ER RWINT &4 R

M/P = 500 (i) LM-3% &1 U & aen afemeor aa 27
(i) What is the equation that describes the IS-curve? “"‘ (iv) LM-a% & qmr afamn & 27
| .
.. . . .. L ‘? y i
(i) What is the general definition of IS-curve? (v) @@ (Y) = = (i) @ HE 'R 7

(i) What is the equation that describes the LM-
curve? 2. What is the monetary policy? Does an increase in the
money supply have strong or weak effect when the

(iv) What is the general definition of the LM-curve?
LM curve is steeper than normal?

(v) What are the equilibrium levels of income and

interest rate? AR G war 27 W9 LM-9% 9@ @ At "

frffas e v sdarae & auiF @ 2 (C, 1L G LR AL O R DR S :
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