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Part A questions carry 5 marks for each and Part B

questions carry 10 marks for each,

Answers may be written. either in English or Hindi,

but the same medium should be used lhroughout the

p a per.
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SECTION - A

What are the main sources of demand and supply of
foreign exchang.e in an economy.

Explain how the expansionary and contractionary
monetary policy affects the GDP level in a closed

economy with a fixed price level.

'Effect of increase in government expenditure with
changes in money supply just enough to keep the

interest rate constant,' Illustrate this situation with
tho help of IS-LM curves.

What do you mean by cost-push inflation? How is it
related to stagflation?

5. 'Explain the Phillips curve. What aie the reasons for
unemployment in an economy?

6 Examine the effgct of an expansionary demand shock
on real GDP and price level in the case of a horizontal
aggregate supply curve.
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7. Explain the concept of J-curve.
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SECTION - B

c:50+0.80(Y-T)

I:400

G =.200

(i) Find the equilibrium level of income.

(iii)At what level of G target of 500 income achieved?

(iv) What will the net export function be?

Iixplain the effect of fiscal policy on price level and

real GDP by using the aggregate demand and supply
curve for the following conditions:

(a) An economy is operating below its potential level
of GDP.
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(b) An economy is operating at its full capacity
level.

3. Explain the J Curvo phenomenon of devaluation.
' Discuss any factors which affect the exchange rate

'with the help of diagrams.

Distinguish between Structural, Frictional and Cyclical
Unemployment. What are the social costs of
Anticipated Inflation?

Compare the effectiveness of monetary policy in an

economy with a flexible exchange rate with a Fixed
exchange rate economy.
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(a) Derive the aggregate supply relationship with the

help of wage setting and price setting relations.

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

(a) Explain 'the main component of the Balance of
Payment.

(b) Explain the concept of purchasing power parity.

P.T.O.

I . 'l'he following information is available for a closed

economy:

(ii) If G increases to 250, then what will the new

equilibrium level of income be?
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