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The figures in the margin indicate full marks.
Candidates are required to give their answers
in their own words as far as practicable.

Group - A
Answer any ten of the following questions :  2x10=20

1. Distinguish between microeconomics and
macroeconomics.

Distinguish between short-run and long-run equilibrium.
Define IS function.

What is crowding out effect?
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Explain the concept of natural rate of unemployment.
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. What do you mean by frictional unemployment?

Distinguish between fixed and flexible exchange rate.

. What are the social costs of inflation?

Define Phillips curve.

Discuss the concept of ‘sacrifice ratio’.

How can monetary policy shift the LM curve?
Distinguish between Demand-pull and Cost-push inflation.

Explain how savings and investment differ in a small
open economy and a large open economy.

Define the term ‘money’.

Name the key determinants of business fixed investment.

Group - B
Answer any four of the following questions :  5x4=20

Explain the circular flow of income and expenditure in
a two-sector model. How does this model change when
incorporating government sector? 3+2

Describe the components of aggregate expenditure and
their role in determining national income.

Name the causes of inflation. How can rising inflation
affect interest rate in an economy? 2+3

Discuss the effects of interest rate differentials on

( 3)

exchange rate and capital flows in a large open
economy.

20. Explain the portfolio and transactions theories of the
demand for money. How these theories explain the
relationship between interest rates and money demand?

3+2

21. How do changes in government spending or taxation
affect equilibrium output and interest rates in the 1S-LM
model?

Group-C
Answer any two of the following questions : 10x2=20

22. Analyze how shifts in aggregate demand and aggregate
supply affect economic output and price levels in the
short run and long run. Provide examples of factors that
shift both curves and use graphical illustrations to explain
their effects. 5+5

23. Discuss the short-run and long-run Phillips curve,
explaining how the relationship between inflation and
unemployment evolves over time (include the role of
adaptive and rational expectations).

24. Discuss how the Mundell-Fleming model operates under
flexible exchange rate regimes. Also explain the effects
of fiscal and monetary policy under this system. Provide
graphical illustrations in support of your answer.
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Discuss the factors influencing business fixed investment,
residential investment and inventory investment. Explain
how changes in interest rates impact these types of
investment. 5+5
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