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NorB:- Answers may be written either in English or in
Hindi; but the same medium should be used
throughout the paper.
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err{r f deg afil{ {rsf sad' ail qTqq q+ d
alz afeq r

Nore:- The maximum rnarl<s printed on the question
paper are applicable for the students of regular
colleges for B.Com. (Hons.) These marks will,
however, be scaled up proportionately in respect
of the students of SOL at the time of posting of
awards for compilation of result.
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AtternP t all qu e stions'

The mar!<s for each question are. indicated

at the end of each questrcn"

Frl? ry{i t rrr q?fiil( I

sd ry?i * gr-*. rfl * grf, d

rfl # mq-) sreid d I

(a) In the classical model' how does fiscal policy
\--l 

affect equilibrium in the financial market?

ffirnr+i qi6d q qrtrdqtq *Fd fs.s q-{.R ffiq
qr.qR fr rtqffi 41 qqrf{fr c-rfr t ) 4

(b) Explain the Baumol-Tobin transactions theory of

the demand for moneY'

5qr 61 qtT + qTqla-*Frq fu-ta firsid 6i

qr@IT 6irsq | '
Or (e[qEil)

(a) What is disposable income? Describe its

significanc.intt,"theoryofaggregatedemand.

rdq 3nq FtT +fi t ? sqm qi-'T t Frsi-f, t
gq* 116€ q;r eutq *1fsq | 4

(b) Explain that the supply of money depends on the

monetary base and the money multiplier'

aIrFtT +lfcq f{ 5{r d {fd' dfffi 3Trffi eil{

gqT rJuffi T{ nrtq qcfi t r 7



2. Given the following:

ConsumPtion: C=100+0'8Yo

Investment: I= 150-6i

Thxes: T=0'25Y

Govt. ExPenditure: G=100

Demand for moneY: L=0'2.Y -2i

Nominai money suPPlY: M=300

Pricelevel' P=2

(a) Calculate equilibrium income and the rate of

interest'

(b) If full employment level of income is 1000' what is

the increase in G required to achieve this level of

income?

(c) What is the magnitude of shift in IS curve arising

from the increase in G?

FTqfdf€a u*q 3qtr6q t:

tItlIT C=100+0'8Yo

F{a{r I=150-6i

E5-{ T--0'25Y

gq*rfi qq G=xoo

EqI 6i qfttT L=o'zY -zi

qrwrn T{r {rd M=3oo

*Ttr{ R{ P=2
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(u) €-E€q enq eir qrq ({ qr qF+cq 6ifqq

1t,) qf< sTr{T EF"t Wf nwm l+t 1000 t fr gs wt +1

enq +1 qr< *ti t ldq a t fffi gk +{qi

*'fr z

(c) c t qfq t qnor sfl=T IS qm C fdelFrt 6T

qRqqwrtt 5+4+2

Or (qeIE{T)

Given the following:

ConsumPtion:

Investment:

Govt. ExPenditure:

Taxes:

Tiansfer PaYments:

Demand for MoneY:

Real MoneY SuPPIY:

FTqftEd 6q 3q6at1 fl:

EttftT

frtvr
m-+rfr qq

s-t

3iir{q Srrdlq

g{r 41 qftT

C=200*0'75Ya
I=296-I6i
G=340

T=O'2Y
TR:80
L=O'2 Y-8i
MIP=2OO

C=200+0'75Ya

l=296-l6i
G=340

T=O'2Y

TR=80

L=O'2 Y-8i

M/P=200armf{s g{r {fd



(a) Calculate equilibrium income and the rate

interest.
'\€gf,q 3Trq 3i'{ qlsT ({ ;n qR-s.sq +1Fq t

(b) Calculate Consumption and Investment at

equilibrium income.

isrd srk rtg3fi 3{rq. trt Fr*vr or qFc+.d-{ slRq I

(c) What is the increase in real money supply

required to increase equilibrium income by 100?

qrufrF{€ g-{r 1fd fr f+a* qf;q 6i, tig3r+ sTrq +1

1oo {.6r} t f€q, srcrrqq-ar A-d t ? 5+z+q

(a) Compare the multiplier effect of an increase in

Government expenditure on income level in the

IS-LM model and the Keynesian model.

IS-LM qfgd $k ffi?rq qrsf, d o{r{r kR rR

sr*,r0 qq t qk + ryrs qqrq +t gcffir

simr 5

(b) Differentiate between gradualism and cold turkey
as methods of reducing inflation.

slfd +) eq q.{t si fdRTt'f t sq d mrqn 3ih

st€ ?et fr €,tdi qf,r{q | 6

Or (qgretT)

(a) Discuss the LM curve in the liquidity trap

situation. Analyse the effectiveness of monetary

and fiscal policy in this situation.
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4.

6

irrfliTr {v RvFa C ru q* cl R{fl qlFq r {s
f€{Fd t' de6 s+{ rm+}*q qifd +1 qqr+{frEiiTr

qr ffiqq sifqq r 6

(b) Discuss the social costs of inflation.

r$tFd Ht qrqrks drrdi 6i ffifiT *tfqq I s

(u) Explain the concept of natural rate of
unemployment. How is it determined?

Anqrnfr 6i srqFffrs Et riq.sn sl qrc{r
+1fqq I T6 *t trqtR-d sl qrdl t ? 4

(b) Derive the short-run aggregate supply curve using
Phillips curve analysis.

frff,w q* ffiqq *.r r*q *-{t ettqrqrrrs T,l€

71Fd em €?rq elfqq r

or(eTqEr)

(a) Describe the effects of monetary expansion on the
level of inflation and output in the short-run and
in the long-run.

{m,?fi * wr qt silT erffiqftrs sn{ Effir*
ffiq .R dfq6 fuRR * qqrdi q.r quf{ dfq r

6

(b) What is supply shock? Examine its effects.

$d qTEnrT EFn frdr t z gq* q.Tr* 6t qtE

+lfqq r
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(a) What happens to trade balance in a small open

economy in the following situations:

(i) Expansionary fiscal policy at home

(ii) Expansionary fiscai policy abroad.

Frqfqfud nerffii t dzi qd ereiq{err C

qrqn rtEd{ fr wr'qRe-dq atm t Z

(i) rrrd t ffi-e qw*iqtq ffi
(ii) FqtrT fr ffie {r**1$q ffi r 6

(b) Derive equilibrium level of exchange rate and net

exports from the short-run model of a large open

economy.

qsi qet erstq{err * ereqrqRr+ q"r6f, + Ff+qq

TE eir |r*o Frqidi t ugc+ w +1 qrqq

+ifcq 1 5

or (3{qqr)

(u) Distinguish between nominal and real exchange

rate. How is equilibrium real exchange rate

determined?

qFFTFt 3+{ qrffifffi F{Fffq E{ d eim qar{q t

rtgsq qrwF{s fdF{sq (t trt frqi{ur d;il f+qr

.qmrt) 6

(b) Derive the aggregate demand curve for a small

open economy using the Mundell-Fleming model.

P. T. O.
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dzi qql sTetq{ert t ffi g.,€ qitr q* fr,
ile-df{'r fstt qr r+rr *-t*, 6gsq +tFqq t 
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