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(c) Attempt five questions in all. First 
question is compulsory. 
~q'fq~~~~l~~.,-~~I 

(d) All questions carry equal marks. 
ri >r~-;:Jf ~ ~ tr=IFJ ~ I 

1. Write short notes on any two of the following: 
7.5+7.5 

Pt ""IR!!Rs4 tt if if ~ cTI' 'CJ""{ ~ Ru:i 0 11 R!!Rs4 i:t : 
(a} Factors causing shift in LM curve. 

LM Cr>P · if Rs4 'Elcnl_CI cf> ~ I 

(b) Effects of aggregate demand shocks on 
· equilibrium GDP and price level. 
<l~tl GDP '({Cf ~ ~ 'CJ""{ ~ 11i7r ~ 
cf> ~I . 

( c) Balance of payments. 
~ <lg{ii""f I 

(d} Open economy multiplier. 

~ '31~64Cl:eqf ~I 

2. What are main sources of demand and supply of 
foreign exchange in an economy ? 15 
~ ~if ~~Tt fclPi'"lll ~ 11i7r '({Cf ~ii? 
~ -mc=r ~-ctA- if ~ ? 

3. Explain how expansionary and contractionary 
monetary policy affect GDP level in a closed 
economy with fixed price level ? 15 
~~~~~~~'31~if 
fcl«11<CJt&1 '({Cf <l~"1Clltfl ~ ~ GDP cffi' ~ 
~ 5'1'i!lfclC1 ~ ~ I 
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4. Define aggregate supply (AS) curve. Discuss its 
shape in the short run. What are the factors 
that cause shifts in the short run AS curve ? 

15 
~ ~ Cr>P cffi' qft:-ii I~ C1 chl fG:tq: I '311;i'q Chi {'1 if 
~ ~ ~ ~ ~I '31~Cf>l~"1 ~ ~ 
Cr>P ~ CfiT<1JIT if Rs4 '8Cf5C1 I ~ ? 

5. Explain using IS-LM curves, what happens to 
equilibrium level of output (income} and the 
interest rate when : 5+5+5 

IS-LM ~ cor ~com $lt ~ ~ fcl? <l~~ti 
~ ( '31Fi) ~ iiq'f\5i ~ 'CJ"{ ~ >I'iJTCf 'Cf9ffl ~ ~ : 
(i) Government increases its expenditure (G), 

fl <cnl < ~ ~ effi" ~ ~; 
(ii) Government decreases net taxes. (T}, 

fl (Cf)f< ~ Cf>U if ~ ~ ~; 
(iii} Government increases money supply. 

fl<Ct>I< ~~if~~ ~I 
6. Explain using aggregate demand and aggregate 

supply curves the effects of fiscal policy on price 
level and real GDP, when (i} an economy is 
operating below its potential level of GDP (ii} an 
economy is operating at its full capacity level. 

8+7 
tr=JJr•• 11i7r '({Cf tr=JJr ~ ~ q;r :Jq;41J1 ~ ~ 

<Mehl t.i"14 ~ cf> ~ ~ '({Cf GDP ~ 'CJ""{ ~ 

crRi'I" ~ ~ 641&:11 ~ ~; (i) ~ .a::i~oqq~ 

~ fli:.101104 GDP~ if~~~ m, (ii}~ 
~ ~ ~ ~ ~ 'CJ""{ ~~lRrr m I 
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7. What·the aggregate demand curve shows ? 
Explain the reasons for a downward sloping 
aggregate demand curve. 3+ 12 

~ i:if.rr cm; ~ ~ ? ~ t:ffrt cm; i5 ~ c6t '3ltt 
~ ~ i5 ~ cfit' Olfl&Lil ~I 

8. (a) Explain the following concepts : 
2.5+2.5+2.5+2.5 

Pi ...... ~Rsiet. ~I (Ojj'31j cfit' Olfi&Lii ~ : 

(i) Unemployment rate 

ii (l '3'1'• II fl ~ 
(ii) Frictional unemployment " 

~ <f 011 t'f Cf) ii (l G'l'll I fl 
(iii) Structural unemployment 

fi<€f"'11t'fCf) ililG1•11fl 

(iv) Cyclical unemployment 

~ ilil'3'1•iifl 
(b) What is the Phillips curve? Explain the short 

run and long run Phillips curve. 5 

fChRlce cm; ~ ~ ? '3"f(i<fCfiicll"1 .~ <WcbR~"1 

fChR!ce cm; <tl° Olfi&Lll c:6lfGil! I 
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(c) There are eight questions in all. Attempty 
any five questions. 

~ >r~.,-qsr if ~ fil('! ICb{ '3l10' >r~~ ~ I ~ 
qfq >r~Tff cf> \3"ffi"<" ~ I 

(d) All questions carry equal marks. 

~ >r~vU cf> '3fcp ~ ~ I 

1. Write short notes on any two of the following: 
7.5,7.5 

~¥11Mfurn if ~ ~ ~ 'Cl'"t ~ Ra:i 0 Yl MR'slct : 
(a) Describe points above or below the LM curve 

LM ~cf> ~ ~ ~ ~\3lf ·COT er*;~ 

(b) Classical theory of labour market 

J?.111" tSfl'ilR COT !>!RI ~d ff! i9:i d 

( c) Stagflation 

t!)~IMRPt~d tjcft 

( d) J-Curve effect 

J-~~ 

2. Explain what happens to the IS and LM curve if 
there is an increase in investment and increase 
in money supply. 15 

~~~if~ ~~~if~~~mis·~ 
. LM ~ 'Cl'"t ~ ~ ~ ~ ? 0!11Glll Cff{- I 

·2 
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3. Define Inflation. What are the causes of inflation ? 
Explain these using aggregate demand and 
aggregate supply curves. 15 

t!)~IMRI ~ ~ Cff{-1 ~1'!.41Rl cf> Cfil"{1lT Cf<:IT ~ ? 
~ l1Pf ~ ~ ~ ~ ~ ~·H?llfdl ~ fP"l$lltl I 

4. Derive aggregate demand curve. Explain the 
reasons for its downward sloping. 15 

~ "ajTr ~ cffi" ~~fGd qf{- I ~ ~ ~ ~ m 
m- cf> ~ cffi" ftii$'1 IQ I 

5. What is the relation between unemployment rate 
and inflation rate in . the short run ? Explain 
using Phillips curve. What happens in the long 
run? 15 

'31(YqCbl('! if ~:j);01p11{1 ~ ~ !!~l't4>\ffi ~cf> cs1fq ~ 

~ ~ ? fq;R!Cfl ~COT \:Nlfli1 ~ ~"l$ll~lJ I <flEfCbl('! 

if~'Cl'"t~~~~? 

6. (a) Establish ~es between goods market and 
money market. 7.5 

~ tSfl'ilR ~ ~ tSfl'ilR cf> cs1fq tjG[~ ~ ~ I 

(b) Define IS curve. How would you describe 
points above or below the IS curve? 7.5 

IS ~ ~ qR-q1f6id Cff{- I '3liCf IS C1$P cf> ~ ~ ~ 
~\3lf COT~~~ ? 

3 P.T.O. 
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7. What is a Balance of Payments account ? 
Discuss. 15 

~ fi~"1 CflIT ~ ? ~~I 

8. What do you mean by foreign exchange rate ? 
How is the foreign exchange rate determined in 
flexible exchange rate system ? 15 

~~fi RIPl'i~ ~ n \31fqCf)f q:qr ~ ~ ? (i'li:fl«fl RIPl'i~ 
(.f{ ~if ·~~tr RIPl'""I~ ~ ~ ~ ~ \;fTift ~ ? 
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