
5209

I

t2

(ii) tM

(iii ) fr6r8fi trgqdr c<rs

[This question paper contains l2 printed pages.]

Your Roll No..,............

Sr. No. of Question Paper: 5209 J

Unique Paper Code

Name of the Paper

2274001201

Principles of
Macroeconomics I

Name of the Course Generic Elective

Semester

Duration : 3 Hours Maximum Marks :90

lnstructions for Candidates

Write your Roll No. on the top immediately on receipt

of this question paper.

2- Attempt any five questions.

3. Use of a Simple. Calculator is allowed

Answers may be written in either English or Ilindl,
but the same medium should be used throughout the

papef.

I

4

(10000) P.T.O.



5209

Eri + frq fitvr

Eq rl{{-yr * m ff ucr es rF{ ffulfu rqr{ Tt qqqr

qmqroftftq r

izos 1l

6. Answer the following questions: (9 + 9 = l8)

(a) What is Money? What are the functions of

money?

(b) Write short notes on the following:

(i) Positive and normative economics

(ii) Unemployment

(iii) Ricardian Equivalence Proposition

ffitud yri * wtn frfrs:

(q) q,{ flr t? u{ * er or{ t?
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l. Answer the following questions: (9 + 9 : 18)

(a) What is a business cycle? How. does the

unemployment rate behave over the course of a

business cycle? Does the unemployment rate ever

reach zero?

(b) Explain the differences among the nominal interest

rate, the real interest rate, and the expected real

(i) v6Rrrt, *r qrr+' sftnq
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5. Answer the following questions: (9 + 9 .= I 8)

(a) Define user cost of capital and explain its

components.
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interest rate. Which interest rate concept is the

most important for the decisions made by

borrowers and lenders? Why?

ffiRrr cr+ * sf,( Afrs:

(c,) qqs qm er t? ffi qrqn q* * *tr<iM s(

** q-+an q.r& +? wr tM at crt qa nu

dre *?
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2. Answer the following questions: (9 + 9 = l8)

(a) What are bond prices and bond yields? Explain

the relationship between them using a suitable

3

(b) Using suitablc diagram(s),

a dcclinc in thc rcal

changes the dcsired capital

cconomy.

explain how

interest rate

stock in the

ffifrf, xri d sai fffrc,

(q,) ffr d ocdH nrrn 6l cRqlfud dfrs
Brtr fir* Ere-51 d qrrqr olftqr srg{fr

o{t€ 61 3cfr.r or*, m q{cEA fr qr6km'qrm Er

+ ft{r€
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example. Illustrate this relationship with the help

of a diagram.

(b) Suppose we have an economy described by the

following. functions:

Conxnnption function|C - 500 + 0.5Yd

Yd-Y-Tares
lnvestment (I) = 1000

Gobernment expend.iture (6) = 2000

Tax Rate'. t = 0.2

Transfers from govetrlment (7R) = 2OO

(i) Calculate the equilibrium. level of income and the

multiplier in this model.

(ii) Calculate the budget surplus or budget deficit at

equilibrium.

9

ffiR'{d cri'* sifi Afrq
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dtuql
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saving, investlnent, and the real interest rate in

the economy.

(b) What is GDP Deflator? How is it related

to the Price index of an economy?

Consider an economy, Chocoland, the

where GDP deflator as of January l, 2022

was 5000. The deflator rises to 6000 by

January l, 2024 and to 8000 by January

t, 2025.

(i) What is the annual rate of inflation in

Chocoland over the two-year period

betwecn January l, 2022. and January I,

20241

(ii) What is the annual inflation rate in Chocoland

over the three-year period from January l,

2022, to January l, 2025?

(iii) Suppose that t increases to 0.25. What are the

new equilibrium income and the new multiplier?

ffiko vr<]- * sat flfrs:

(t,) d< d ffi rk d€ A-€ @T t? s6' scgffi sstE<ur

61 3c+{r m+ 3-{+ ft A {Eq d qrsr dfrqt

gm, i[rt€ d rre t E{I {-{q d R€ dfrsl

(q) qm dfrs ft rqrt qr€ ffik( 6Id 6<t sFtrd \e,

sfuqsrt:

Consttmption function: C = 500 * 0.5lzd

Yd=Y-Taxes
' 

Investment (r) = 1000

Government expendiafie (d) = zoOO

TaxRate:t - 0.2

Tronsfers from gouernment (7F) = z0O
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3. Answer the following questions (9+9= I 8)

(a) Why are unemployment benefits referred to as

automatic stabilisers? Explain how these

mechanisms aflect business cycle fluctuations.

(b) Discuss the effect of the following on the money

market equilibrium, using suitable diagrams:

(i) Increase in the level of transactions in the

economy which increases Nominal Money

(ii) Contractionary Monetary Policy by Central

Bank

ffifrn cri *.ret Atus:

(c,) tM dni[ d R-qrfud R{A-fiq eit- qa urm *?

116 {ffirE} fr t m aIFm qj['* fin-qars d +*

vi{Ed sA *r
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ffikr * yrrn cr qqt frfrq:
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rI{ src * {6rfr I

(ii) +frc i'q err r-gq-i-nt dtrs ffR

4. Answer the following questions: (9 + 9 = 18)

(a) Using the S-l diagram, explain the effects of a

rise in consumers' savings on desired national
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