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Answer the following as directed :

(@) &= Togerr ety A B
%Wﬁwwwwm

Under Keynes’ pSyChOIogical law of

consumption, the FEIQﬁonShfp Betieen
consumption and income jq

(i) &Rz

linear

1x4=4
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(2)

({i) S
proportional
(i) (AR A A-SPTes
linear and non-proportional
(iv) SARF IS AFPATST
non-linear but proportional

(7 Taao! A1 Sferear)

(Choose the correct answer)

(b) TR W oFH PN, oW EEE

PIIE 2 AT |

(=T 3% 2§31 1)
According to  permanent income
hypothesis, income may be

positive or negative.
(Fill in the blank)

() LM @[ o {99 33
The slope of LM curve depends upon
(i) @R CIfEER S FeReeeR ¢S

income elasticity of demand for
money

(i) TER oA oI FfeRrmer e
interest elasticity of demand for

money
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(3)

(i) T@A S SR WE e fFforHee
F&IEEICEE

both income and interest elasticity
of demand for monery

(iv) 87R{ 9b1S T=H
None of the above

(% TeC01 AR Tferean)

(Choose the correct answer)

(d) SRYEE e w2

What is meant by devaluation?

2. woe frg R @I SiR6R ev[7e 5 Gl &

4%x4=16
Write short notes on any four of the
following :
(@) @91 dS[

Ratchet effect

(b) %A N
Paradox of thrift
() LM @R &
Properties of LM curve
(d) FeigTa ool
Capital mobility
(e) =A@ N e Ry 3/
Nominal vs. Real exchange rate
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3. (a)

(4¢)

S RELEACE I ol 70! 36 I 4w
MY SerS FN gF W ? SR e 3
e & zW? Gavs ©F SRS 1M

Why does the ratio of consumption to
accumulated saving decline over time
until retirement? What happens to this
ratio after retirement? Explain in the
light of the life-cycle hypothesis.

241 /Or

(b) TERe T Rfcee Az 72
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@ TA GO ToEe FLAS QI 90T 45S
TETR SeAWH PR T2 S5 (9 CE |
G qg© SerE AfSEEPTRI BFT T O
Rficmr & 2737 TR 99 ‘g’ o [ea
A A1 2

What are the determinants of business
fixed investment? Suppose an invention
renders much of existing production
techniques in a sector of the economy
obsolete. What would happen to the
stock prices of firms and to investment
in the sector? What does it infer about
‘q’ theory?

( Continued )

4+2+2=8

4. (a)
(b)

5. (a)
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TR I HF 99 RO IS G @
TARRS T2 Tpe foq IR IR 9
RIS ZFUR W T AT AL ST

ECIERENRTIRSE I : 4+4=8

How do changes in government
spending and taxation shift the IS
curve? Explain the short-run and
long-run macroeconomic effects of such
shifts using appropriate diagrams.

¥2<1 /Or
TR IS Hod [ S SR SRATAS e

o SCEADT] 911 @R TR @ IS
@[ Rfe a7 7 961 Toge foay F=Ee

A 39 4+4=8

Discuss the relationship between
interest rates and equilibrium output
in the goods market. How does this
relationship form the basis of the IS
curve? I[llustrate your answer with an
appropriate diagram.

LM @1 o fafowrer 71 e RPEE 2 o/
SgEPR R 91 | 79e LM (91 o1 Ty

LM @9 Ffesre ge@ &2 4+4=8

Analyze the conditions under which the
LM curve becomes perfectly elastic or
perfectly inelastic. What are the policy
implications of a flat LM curve and
a steep LM curve?
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(b)

6. (a)
(b)
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47 / Or

T FWQ ARTEE LM @S & gS[
CFTR A G e 3 <41 1| qursifs e
g ? 4+4=8
Describe how changes in the price
level can affect the LM curve. How

do inflation and deflation
the money market equilibrium?

impact

IS ¢ LM (9312 F4ReT SIRom (@i e
(2 SR SRER SRS 9O[ o[ /G
o1 PR 01 4 4+4=8
How do the IS and LM curves determine

the general equilibrium? Describe any

two factors that shift the equilibrium
position.

1==7 / Or

IS-LM ©%¢ dfe=if{ ae@ &7 2 [K8ly Tifes
FEel @I SHiffe 3@ dfeifl sery
MR @ R W uRe (@R e
TS @RS ST o, (edl | 2+42+4=8
What is the crowding-out effect in the
IS-LM model? How does it limit the
effectiveness of fiscal policy? Show how
the magnitude of the crowding-out

effect depends on the interest sensitivity
of money demand and investment.

{ Continued )
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(@) T= ILTES SR ST FCAC MR T
7, CR e Poar sre arp 901
Explain, with the help of diagram,
how equilibrium output is determined
in an open economy.

w24 / Or

(b) ffeneE HeR SRSl I R oFEe
ARTNEE TTOR ForTed IRPHRE Racw
HICEoA] <41 |
What is meant by disequilibrium in
balance of payments? Discuss the
causes of disequilibrium in the balance
of payments.

* & &

2+6=8
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