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Write a short note on (any two) of the following :

(a) Crowding out

(b) Use of Private Savings

(c) Quanﬁty Theory of Money (7.5:7:5)
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Instructions for Candidates

1

Write your Roll No. on the top immediately on receipt
of this question paper.

2. Attempt any five questions.
3. All questions are of 15 marks each.
4, .Answers may be written either in English or Hindi;
' but the same medium should be used throughout the
paper.
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1. (a) Explain the components of current account of

balance of payments.

(b) Differentiate between intermediate and final
goods. Under which category, are “Capital Goods”
included?

(c) What is. GDP deflator? How is it different from
CPI? : (5,5,5)
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(a) Explain how equilibrium is determined in the money
market. What happens to the equilibrium rate of
interest in the following situations? Use suitable
diagram.

(i) Increase in nominal income

(ii) Increase in money supply
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(a) Explain the role of multiplier in determining .the
slope of IS curve. Using IS-LM analysis explain
how does an increase in autonomous spending
affect the equilibrium level of income.

(b) Explain the concept of national wealth. Compute
savings for an economy which has the following
data :

Investment | 300
Exports ‘ : 100
Imports 80

Factor payments received from rest of the world 90
Factors payments made to the rest of the world = 70

(¢) Assume that the demand for real money balance
is M/P = Y[O.B—i] where i1 is nominal interest
rate and Y is income. Calculate seigniorage if the
rate of growth of nominal money is 15%, Income
(Y) = 2000, real interest rate is 5% and expected
inflation rate is 7%. (7,5,3)
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t=0.25
1 = 900-50i
G = 800

L = 0.25Y - 62.5i

(M/P) = 500
(i) Derive the equation for the IS curve.
(ii) Derive the equation for the LM curve.

(iif) What are the equilibrium levels of income
and the interest rate?

(c) Under what condition the LM curve be horizontal?
(7,5,3)
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" (b) The following financial market data is given for

an economy (in rupees) :
Currency = 2000; Reserves = 400; Deposits = 4000.
(1) Calculate size of money multiplier
(ii) Monetary Base
(iii) Money Supply

(c) “Change in money supply affects the price level”, .
Explain. ¢ (5;5:5)
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(a) What. are the social costs of expected and

unexpected inflation?
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(b) Differentiate between “Orthodox™ and “Heterodox™
stabilization programs adopted during
hyperinflation.

(¢) “The Inflation Tax is always equal to seigniorage”
Comment and justify your answer.
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(a) How is the labour demand curve derived under
classical model? ‘

(b) Explain the determination of equilibrium level of
output, employment and the real wage in the

classical system. (1.9,1.5)
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(a) Examine the -iinpact of an expansionary fiscal

policy on output and interest rate under two
assumptions :

(i) Interest rates are kept constant

(5,5,5)
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(i) Money stock is kept constant

(b) State whether the following statements are True
or False. Give reasons for your answer.

(i) A tax cut always increases the GDP of
the country

(ii) If the government follows the policy of
a balanced budget that is change in G=
change in T, there will be no change in
budget surplus. : (7,8)
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(a) What do you understand by Policy mix? In an
economy, illustrate the effects of a policy mix on
equilibrium output and interest rate.

(b) Given that in an economy
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