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Candidates are required to give their answers in

1. Answer any ten questions:

their own words as far as practicable.

2x10=20

- o 2mF Ted 7l ¢

a)

b)

d)

What is Aggregate supply curve?
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Mention the main determinants of saving and

investment.
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Distinguish between nominal GDP and real
GDP.
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How is investment and employment are related

to each other?
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What is the significance of 45° line in the
determination of equilibrium national income

in Simple Keynesian Model?
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Why ‘transfer income’ is not included in

national income?
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Explain the term ‘price deflator’.
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What is voluntary unemployment?
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What are the components of M, measure of
money supply?
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Show that APC > MPC.
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Define term deposit.
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Given C=100+0.6Y, find the value of Y when

saving is zero.
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2.  Answer any four questions:

Define stagflation.
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What do you mean by inflation due to deficit

financing?
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Draw the inflationary gap in a diagram.
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Discuss the difficulties in measuring national

income.
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Discuss graphically the method of derivation
of the LM-curve.
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What are social costs of inflation?
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Write a note on different forms of money.
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Distinguish between autonomous investment

and induced investment.
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Define final good and intermediary good.
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3. Answer any two questions:

10x2=20

@Gl 7o ees Ted mie

a)
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d)
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Explain with diagram the concept of circular

flow of income in an open economy.
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What do you mean by equilibrium national
income? How is it affected if there occurs an
increase in autonomous investment
expenditure? 2+8
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Explain the effects of inflation and deflation

in an economy.
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Mention the important features of an IS-curve.
How does the changes in government

expenditure affect IS-curve? 5+5
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