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Part A (Objective Type Questions)

Answer all twelve questions.

Each question carries ½ mark.

1. According to the Quantity Theory of Money, the value of money depends upon :

(a) Purchasing power of money.

(b) Demand for money.

(c) Quantity of money in circulation.

(d) Price level.

2. Identify the name which is not associated with under consumption theory :

(a) Pigou. (b) Malthus.

(c) Marx. (d) Hobson.

3. An increase in the supply of real money balances will cause :

(a) The LM curve to shift up and to the left.

(b) The IS curve to shift up and to the left.

(c) The IS curve to shift down and to the right.

(d) The LM curve to shift down and to the right.

4. Okun’s Law looks at the statistical relationship between :

(a) GDP and unemployment.

(b) Inflation and unemployment.

(c) Inflation and interest rate.

(d) None of these.

5. High-powered money is also known as:

(a) Base money. (b) Reserve money.

(c) Narrow money. (d) All of the above.
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6. Identify the group who suffer most during inflation :

(a) Wage and salary earners.

(b) Creditors.

(c) Debtors.

(d) Businessman.

7. Who holds the view that the demand for money depends on the risk and return associated with

money and other forms of assets ?

(a) Pigou. (b) Tobin.

(c) Friedman. (d) Keynes.

8. Phillip’s curve shows the relationship between :

(a) Employment and inflation.

(b) Unemployment and output growth.

(c) Unemployment and increase in money wages.

(d) All of the above.

9. Who stated, “Bad money drives good money out of circulation, when both of them are full legal

tender” ?

(a) Irving Fisher. (b) Milton Friedman.

(c) J. M. Keynes. (d) Thomas Gresham.

10. Which is not a quantitative method of credit control ?

(a) Bank rate.

(b) Moral suasion.

(c) Open market operations.

(d) Change in CRR.

11. Liquidity preference theory of the interest rate suggests that the interest rate is determined by :

(a) Aggregate supply and aggregate demand.

(b) Supply and demand for loanable funds.

(c) Supply and demand for money.

(d) Supply and demand for labor.
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12. Hayek’s theory of trade cycle is called :

(a) Overinvestment theory.

(b) Over consumption theory.

(c) Innovation theory.

(d) Under consumption theory.

(12 × ½ = 6 marks)

Part B

Answer any ten questions.

Each question carries 2 marks.

13. Distinguish between inflation and deflation.

14. What do you mean by non-accelerating inflation rate of unemployment ?

15. What do you mean by sacrifice ratio ?

16. What are the three motives discussed in liquidity preference theory ?

17. Differentiate between inside money and outside money.

18. Define liquidity trap.

19. State Okun’s Law.

20. What is contra cyclical fiscal policy ?

21. Prepare a note on IS curve.

22. What is meant by open economy ?

23. What is inflationary gap ?

24. Define disguised unemployment.

(10 × 2 = 20 marks)

Part C

Answer any six questions.

Each question carries 5 marks.

25. What are the secondary functions of money ?

26. Explain Friedman’s re-statement of quantity theory of money.

27. Distinguish between demand pull and cost push inflation.

28. What are the instruments of monetary policy ?
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29. Discuss the fiscal measures to control inflation.

30. Explain H-theory of money supply.

31. Illustrate IS-LM model with government sector.

32. Distinguish between recession and depression. Point out the features of theses stages.

(6 × 5 = 30 marks)

Part D

Answer any two questions.

Each question carries 12 marks.

33. Critically examine Fisher’s quantity theory of money.

34. Examine the relative effectiveness of monetary and fiscal policies with the help of IS-LM model.

35. What is meant by trade cycle ? Explain Hick’s theory of trade cycle.

36. In the long run there is no trade-off between inflation and unemployment. Substantiate this

statement.

(2 × 12 = 24 marks)
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Part A

Answer all questions.

Each question carries ½ mark.

1. It is impossible to increase the level of output due to monetary policy, if the LM curve is :

(a) Perfectly elastic. (b) Perfectly inelastic.

(c) Relatively elastic. (d) Relatively inelastic.

2. The demand for money for active cash balance is :

(a) Positively related to income level.

(b) Negatively related to interest rate.

(c) Positively related to income level and interest rate.

(d) Negatively related to income level and interest rate.

3. IS Curve shift forward when :

(a) Investment function shift forward and saving function shift forward.

(b) Investment function shift forward and saving function shift backward.

(c) Investment function shift backward and saving function shift backward.

(d) Investment function shift backward and saving function shift forward.

4. According to Baumol’s theory of demand for money :

(a) Transaction demand for money is interest inelastic.

(b) Speculative demand for money is interest inelastic.

(c) Transaction demand for money is interest elastic.

(d) Speculative demand for money depends on level of income.
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5. A rapid and decisive reduction in growth rate of money supply aimed at reducing the rate of

inflation :

(a) Disinflation. (b) Cold turkey.

(c) Built-in-stabilizers. (d) Taylor rule.

6. The concept of inflationary gap was first developed by :

(a) J. M. Keynes. (b) David Riccardo.

(c) Milton Friedman. (d) H. G. Johnson.

7. ———————— is the aggregate stock of money during a period of time.

(a) Narrow Money. (b) Outside Money.

(c) High Powered Money. (d) None of the above.

8. The concept of inflationary gap was given by ————————.

(a) Wicksell. (b) Keynes.

(c) Milton Friedman. (d) A. W. Phillips.

9. Which of the following is not an essential characteristic of business cycle ?

(a) Recurrent nature. (b) Cumulative in effect.

(c) Regular. (d) All pervading in their impact.

10. The amount by which the real Gross domestic product, or real GDP, exceeds potential GDP, is

referred to as

(a) Inflationary gap. (b) Deflationary gap.

(c) Recessionary gap. (d) None of these.

11. Bottle-neck inflation is a situation that sets in ————————.

(a) After the point of full employment.

(b) Before the point of full employment.

(c) After imposing price controls.

(d) During war period.

12. If the government’s anti inflationary policy is not viewed as credible, it results in :

(a) Self-fulfilling inflation. (b) Deflation.

(c) Disinflation. (d) Stable prices.

(12 × ½ = 6 marks)
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Part B (Very Short Answer Questions)

 Answer any ten questions.

Each question carries 2 marks.

13. What are the properties of IS Curve ?

14. Describe the phases of business cycle.

15. What is meant by fiscal stabilization policy ?

16. Monetary base.

17. Money multiplier.

18. Velocity of circulation.

19. IS-LM Curve.

20. Disguised unemployment.

21. Sacrifice ratio.

22. Devaluation of currency.

23. Okun’s law.

24. Philips curve.

(10 × 2 = 20 marks)

Part C (Short Essay Questions)

 Answer any six questions.

Each question carries 5 marks.

25. What is the purpose of computing GNP deflator ?

26. Explain Friedman’s re-statement of quantity theory of money ?

27. What is meant by ‘Inflationary Gap’ ?

28. What is the superiority of cash balance approach over transaction approach to demand for

money ?

29. Distinguish between demand pull inflation and cost push inflation.

30. Explain Fisher’s quantity theory of money.

31. Examine unemployment inflation trade-off.

32. Describe the monetary theory of business cycle.

(6 × 5 = 30 marks)
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Part D (Essay Questions)

 Answer any two questions.

Each question carries 12 marks.

33. Illustrate General Equilibrium using IS-LM curves.

34. What are the differences between Fisherian and Cambridge versions of quantity theory of

money ?

35. Describe the measures to control inflation and deflation in an economy.

36. Illustrate the trade-off between inflation and unemployment. Bring out its policy implications.

(2 × 12 = 24 marks)
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- part A

,*f ;;?:;"y"lf,l"",l';,,u
1. Quantity theory of money was first propounded by 

-.
2. 

--- 
is the aggregate stock of money during a period of time.

(a) David Ricardo.

(c) J S Mill.

(a) Narrow Money.

(c) High Powered Money.

(a) Wicksell.

(c) MiltonFriedman.

(a) Recurrent nature.

(c) Regular.

(b) David Hume.

(d) Davanzatti.

G) Outside Money.

(d) None of the above.

G) Cumulative in effect.

(d) All pervadingin their impact.

(b) Decrease in money supply.

(d) Bise in demand for money.

3. fire eoncept of inflationary gap was given by 

-.
(b) Keynes.

(d) A W Philtips.

4. Which of the following is not an essential characteristic of business cycle?

5. A shift in LM curve to the right is caused by the --j
(a) Increase in money supply.

(c) Decrease in income.

6. Bottle-neck inflation is a situation that sets in 
-.--.(a) After the point of full emplo5ment,

(b) Before the point of full employment.

(c) Afterimposingprice controls.

(d) During war period
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7. If thelovernment's anti inflationary policy is not viewed as credible, it results in

Gs1289

= 6 marks)

8. Wliich of the following grcups will noi be hurt by inflation ?

(a) Individuals on fixed incomes.

(b) Borrowers at ftred interbst rates.
l(c) Retail store owners.

(d) Lenders at fixed interest rates.

Which of the following will be the outcome of stagflation ?

(a) Unemployment goes down.

(b) The price level goes down.

(c) Phillips curve shifts rightward.

(d) Real GDP increases.

which of the following theory of business cycle has been given by rtraw trey ?

(a) Self-fulfilling inflation.

(c) Disihflation.

(a) Purely monetary.

(c) Real over investrnent.

(b) Deflation.

(d)' Stable prices.

ft) Monetary over investment.

(d) Under consumption.

(b) Tbavel and transportation.'

(d) Foreigninvestments.
' "' it ' '- : : '

(b) Sqplus budget.
:(d) Enlarged budget.

(12 x%

9.

10.

11. Pick out the item not included in.BOPs current'account ?

(a) Merchandise.

(c) Transfer payments.

L2. Doctrine of sound ffnance supports.

(a) Deficit budget.

(c) Balanced budget.

13.

L4.

15.

Part B (Very Short Answer Questions)

Answer any teln qryestbns.

Each questian conics 2 marks

Explain the classical theory of demand for money.

Distinguish between demand pull and cost push inflation.

Differentiate between money and near money.
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16. Explain the concept of liquidity trap.

17. What do you mean by stagflation ?

18. Briefly explain Haw trey's theory of inflation

19. What is inflitionary gap ?

20. Explain briefly the types of unemployment. '
21. Explain Okun's law.

22. Define monetary policy.

23. Wtrat.are the negative effeets of inflation ?

24. Define mixed inflation.

part c (short Essay euestions) 
10 x 2 = 20 marks)

,it';:;;:lX,f :,';'ff;,
25. Explain the nature and function of money.

26. What are the important determinants of money supply ?

27. Define the term inflation. what are different types of inflation ?

28. Examine Friedman's view on Phillips curve.

29. Explain the eoncept of disequilibrium in the BOP. State the causes of disequilibrium.

30. What is fiscal poliey? State the objectives of fiscal policy in a developing country like India.
31. Critically evaluate Keynesian theory of business cycle.

32. What are the typical phases of business cycle ?

(6xb=B0marks)
Fart D (Essay Questions)

Answer aW two questions.
Eaeh question carries 12 rharhs.

33. Define and derive IS and T,,M curve. How do they determine general equilibrium?

34. State and explain the term money supply. Discuss different approach to the measurement ofmoney
supply.

35. Explain the relative effectiveness of monetary and fiscal policy

86.: Critically evaluate the theory of Phillips curve and explain its policy implieation.

(Z x L2 = 24 marks)
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Answer all questions.

. Each questipn canies Lh m.ark.

(a) Forward. G) Backward.
(c) Remain the sarne. (d) None of these.

2. An increase in the money suppry have no eftct upon equilibrium inoome, if :

(a) LM is steeply sbped and IS is relativel y fl;rt.
(b) LM is stbeply slop.ed 4nd I$ is vertical.

I(e) LM is vertical and Isis steeply sloped.

- (d) LM is relatively flat es the IS.

3. It is irnpossible to increase the level ofoU.tpiit due to ruonetsny poticy, if ihe LM curve is : ,

(a) Perfectlyelastic. (b) perfecilyinetastie 
- '- --'

(c) Relativelyelastig. (d) Relativelyinglastic.
4' ceteris paribus, rn the neoclassipal ISLM rnodel, fiseal poliey leading to the forward shifting of ISscheduJe cannot alter,tlre Jevel of real n^ational outp4rt il;

(a) Friee rigidity. (b) Crowding out effect.
(c) Increased taxation- (d) Constant interest rate.

5' when there is a recession prus a t .gh i"flatirn pate, it is :

(a) Stagnation. G), Stagflatiou.
(c) .A.ugrnented inflation. (d) Repressed inflation.

Itrrlr oyer
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7. Componentb'of Ugman&,gel mqney for Activg C1hpalaoceis;'demaqd fdr rnonel for :

(a) rransacrion mo.!i,v1an{ sregf3!,tYl 
1"91iI."-

(b) Transaction motive and Piecautionary motive'

(c) Spllc-uiative motive and Precautionary motivd;'

Under a'fixed exchan e rate system,'wheii iiffistic'currency is it is moved to a lower parity rn

terrts of v'ehicle curencY is : : :9; " I

' ,1'
(.[).riDopieeiation.

(c) Horizontal . '

(a) Applecratioq;

(c), Derr'aluation.

'(a) Inflntion.

(c) Stagpation.

", 
($.),:i*DsqarriWarA shping steep

9. Who is the author of theloot{''rAT+erffiBb''oit-iMorrey? ?

.-.1

(a) Milton Friedman. 
"' 

' (b') J.'M-Keyhes.

(c) C. P. Kindleberger.

(d) ,"Fet/aluation.

::
(c,}L,.r.surluffnqelE9!.....:]]:..\I.7;'\-f+.-:'i.o.-:].. .. ., .. ;

Lo. persistent riseiin the general tevet orpriee* inwrav6ltB'of rroriSyii iefiirred'go as:

(b):, " D.6lteti.oh.' :'

1d). ,.1$tagflatioir;

11. which of the followqrg is ffically cduoed by a recession ?

,,( a ).' Ar:r:incrddsQ iii'ftrUEturetliliierAgloy.+&qr.thi ; ::,

ft) An increase in friibtional,fineffibyment'

. (cj An increase in cyclical unemployjqrent: -

- ..1 , , Id} .Detr&ase in natural rate of enirrrpldFr.{rcntti,'.''l '' '.

12. Which of'the,fo[o*ing group will not'B8th"d'ty'ffii8it o't

.qnsw;ti'Lnyfun4rre,eti'ow' ' '. "'r'' :' '

: ' Eaeh qtnstiancarries Lmark*.'.
l"- -

What gre thi tr'pos of moneY ?13.
i 

", 
,t.t

t4. Defrne LiquiditY traP.
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15. What are the components of Keynesian demand for money ?

16. What is money multiplier ?

77. Define sacrifice ratici. "

18. State Okun's law.

19. Define stagflation.

20. State Phillips curve.
tnA' 2L. What is IS Curve ?

22. Write a'note on,long run Philips cuffe.
' 23. What are the types of unemployment ?

(10 x2=Z0marks)
part C (Short Essay euestions) '

25. Write a note on economic cost of inflation

26. What are the measures of money supply in tndia ?

27 . Describe Patinkin's view on money and prices.

28. Explain Fisher's quantity theory'of money.

29. Examine unemployment inflation trade-off.

30. Describethe monetary theory of business cycle.

31. Illustrate the slope of LM curve and explain their implications.

32- Explaiir Kaldor's model of trade cycle.

(6xE=B0marks)
Por.+ i! /[!a<a.i lf]tPart D (Essay euestiols) l

Answer anlt two questions. :

Each questioi carrbs lZ mnrns.

33. Explain Keynesiarl theory of interest determination.

34. . Describe IS-LM Model.
^ravuvt.

35. Explain Four sector economic model IS-LM-BOP schedule.

. 36. Discuss the objective of monetary management in a developing economy

(2x12=Z4marks)
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Time :,Three Hours

Section A (Objective TYpe Quedtions)

Answer all questions.

Each questinn canies lz mark.

1. 'What fiscal measures should be adopted in inflation :

(a) Increase in public expenditure. (b) Increase in taxes..:
- (c) Inciease in deficit. (d) All of the above.

2. The most liquid form of all assets is :

(a) Bonds.

. (c) Currency.

(a) Cost push.

' '(d Profit push.

(a) Mt,

(c) MB.

(b) Debentures.

(d) Bill of Exehange.

(b) Qtagflation.
(d) Hyper iuflation.

Ae c *,,-.

tal,M*iulil

Maximum: 80 Marks

*

3. The type of inflation which occurs due to rise in wages :

4. Which of the following is a concept of broad money ?

(d) M4.

5. The monetary policy by which the central bank purchase and sell government secu.rities :

l6. The current base year for the measurement of inflation in India is :

(a) Bank rate policy.

(c) Open market operation.

(a) 2004-05.

(c) 2000.'2001.

ft) Margrnrequirbments.

(d) Credit rationing.

(b) 2011-12.

(d) 2009-10.

Tum over





3 c 60213

,21. Explairr the slope of the LM curve.

22. What is liquidity trap ?

23. State the monetary theory of inflation

24. How can income policy b0 used to control inflation ?

(10x2=20marks)
Section C (Short Essay euestions)

Ansu)er any si* questiotns.
Each question carries 5 md.rks.

25. What are the different types of inflation ?

26' What is monetary policy ? What are the various instruments of monetary policy ?
27. Examine Fischer,s quantity theory of exchange.

28. state the factors that lead to a shift in the IS curve to the right.
29. Briefly explain Keynes theory of business cycle.

30.- Explain Okun,s law.

31. what are the determinants of money suppry in an economy ?

32' Distinguish between Keynesian transaction demand for money and speculative dernaiid for money.
(6xS=S0iriarks)

r. 
=PfrvuEY

,inswer any t*o questions.

. Each questi.on carri.es L2 marks.
33' Explain diagrammatically how the IS curve is an important tool in determihirrg goods market

equilibrium.

.*:-^ +L^ ^^- ^-.-1 ^ 
t34. critically examine the concept of short run and long run philips curye.

35. Explain Friedman's reformuration of the quantity theorry of money.
36' Itrow did money evolve as a mediurn of exchange ? Examine the various functions of money.

(2 x lZ= 24 marks).
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Section A (Objective !!trre Questions)

Answer all twelve questions.

Each questinn carries L/z mark.

Maximum : 80 Marks

1. Hyper inflation is generally caused by :

a) Wide spread shortages due to a bad harvest.

b) Continuous expansion of money supply to finance the deficit of the government.

- c)' A large deeline irr corporate profit. l

d) A trade surplus due to the maximizationof export and minimization of import.

2. Speculative dergand for money depends on :

a) Income.

c) Rate of interest"

3. In the equation MV = PT, T reptesents :

b) Investment.

d) Money supply.

b) Techniques of production.

d) Tlade volume.

b) Price theory.

d) Value theory.

c) Ilpe of money.

4. In the classical theory of employment what ensures perfect clearing of the market :

c) Flexibility of prices of the commodity.

d) Classical assumption of perfect competition in:the product market.

5. Macroeconomics is otherwise called :

a) Consumption theory.

c) Income theory.

t-

'-''+::;-{:':]-\u"' 'r.ttS h J';tit,ic* i*dfr

^*,o".::_-- 
-:l{r+

.r," b y Fr' \+
N.*'"i.........1.,............11.....-\.I*fl, ,/ fr,
n"s. :Sfrrnz.i ;-"..... -.. -r--ijet
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6. Liquidity of a monetary asset means :

a) Ready acceptability and convertibility of a monetary asset.

b) Velocity of circulation of money
f !l I .r.,c) Easy availability.' 

d) Monetary value of the asset is always an increasing one.

7. If the money supply is 5000 and nominal income is 40,000, the velocity of money is :

a) 80. b) 8.

c) Lt8. d) Undefrned

8. According to the quantity theory of money demand :

a) Interest rates have no effect on the demand for money.

b) An increase in inGrest rates will cause the demand for money to fall.

c) A decrease in interest rates will cause the demand for money to increase.

d) Both (b) and (c) are correct

9 Phillips curve shows that unemployment will return to the natural rate when :

a) Nominal wages are equal to expected wage.

b) Nominal wage growing fastbr than inflation.

Elaal ,rrocao o-o ho,c) Real wages are back at long run equilibrium level.

d) Inflation greater than nominal the growth of nominal wage.

10. To Okun's law, a LVoinqease in unemployment results in a loss of GDP of :

a) LVo. b) 2Vo.

c) TVo. d) 57o.

. 11. After a contractionAry or expansionary fiscal policy

a) The LM curve shifts and we move along the IS curve.

b) The IS curve shifts and we move along the LM curve.

c) Both the IS and LM curves shift.

d) Neither the IS nor the LM curve shifts.

L2. In India, which of the following is called reserve money or base money: .

a) Ml. b) M2.

c) M3. d) M0.

' (L2x1/z=6marks)
7
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Section B (Very Short Answers)

Arrtwer any ten qwestia,?s.

Each question carrics Z marhs.

18.' What is money Illusion ?

L4. Explain the relationship tietween interest rate and bond price.

15. Distinguish between fiscal policy and monetary policy.

16. Define GNP deflator.

17. Explain the Keynesian precautionary motive.

18. What is meant by money multiplier ?

19. What is TI'theory of money supply ?

20: 'What is meant by monetarism ?

21. Explain the meaning of neutrality of money.

22. Distinguish behn een cost pull and demand pull infiation.

23. What is meant by classical range in LM curve ?

24. What is meant by Keynesian liquidity trap ?

Soction C (Short Essays)

Answer any six questions.
' Each question camies 5 m.arhs.

25. What are the important functions of money ?

26. What are the important instruments of monetary policy ? -

27. Cntieally examine the classical theory of Interest.

28. what are the important policy measures to control inflation ?

29, Brlefly explain the short run and long run phillips curves.

30. What are the different types of unemployment ?

31. Briefly explain the Hayek's theory of business cycle.

32. Analyze the effects of inflation on different sections of a society.

c 80391

(10 x 2.= 20 marks)

(6x5=30marks)
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Section D (Essays)

Answer any two questions.

c 8039r

33.

34,

35.

36.

.. , . gqch,qaestion 
carri.ee lZ 4nrks.

Critically examine the liquidity preferencr rn""Or, #*

^t-Tl",i 
the goods market and money"r;;;;*;ng 

the rsiM model.criticallv examin; the Hawtrey,s pure rfoaed;;;#lor,r""* cycre. ,. ,, . ,
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Time : Three Hours

Section A (Objective 1}pe Questions).

Answer allquestions.

Each question carri,es L lnark.

1. The classical economists believed that if the quantity of money is doubled :

(a) Output would double.

- (c) Prices would double.

G) Prices would fall.

(d) Prices would be halved.

Maximum : 80 Marks

2. In Friedman's modern quantity theory of money, velocity depends upon :

(a) Interestrates.

(b) The ratio of actual to permanent income.

(c) The ratio of interest rates to actual income.

(d) The ratio ofprices to interest rates.

3. Demand pull inflation is due to :

(a) An increase in cost.

(b) .An outward shift in aggregate supply.

(c) A reduction in interest rate.

(d) A reduction in government spending. i

4. Phillips curye shows

(a) Ttade offbetween inflation and unemployment.

(b) Inverse relationship between inflation and unemployment.

- (c) Positive relationship between inflation and unemployment.

(d) Both (a) and (b) are correct.
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5. ThO natural rate of unemployment is the rate of unemployment:

(a) Consistent with both the wage-setting and price-setting equations.

(b) Where the markup of prices over costs is zero,

(c) Where the markup of prices over costs is equal to its histqrical value.

(d) That occurs when the money market is in equilibrium.

6. In the IS-LM model, a decrease in output would be the result of a (an) :

(a) Increase in money demand.

(b) Decrease in taxes.

(d) fncrease in government purchases.

7. In India, which of the following is the correct formula for calculating the Broad money MB ?

Ia) Currency with the public+ demand deposit with the ba[k+ other deposit with RBI.

(b) MB + All deposits with post office savings bank.

L^-l-:- 
- ----L^-(c) M1 + time deposit with the banking system.

(d) M1 + saving deposit of post office savingsbank.

i to:8. The situation ofliquidity trap refers

(a) A floor level of price when people buy goods.

(b) people want to hold cash because there is too much liquidity. 
:

(c) There is an excess foreign exchange reserve in the economy.

(d) The rate of interest is so low that no one wants to hold interest bearing asset and people

wants to hold cash.

9. Classicals view on full employment is best explained as

(a) Economy will always have a great deal of unemployment.

, 
(b) Economl, will usually have a great deal of unemployment.

(c) Elconomy will occasionally have some unemployment, but move automatically toward full

(d) Economy will never have fuIl employment.



Turn over



..'
1 , -..r,

:' ., ts 4 c188o

Section C (Short Essays)
.f

.. I Answer at least fovr questians.- ': .-": 'iTrur::::X:::f"":rm;
Oaerall Ceiling 24.

25. Explain the classical theory of demand for money.

26, Discuss ttre Keynesian motive for money holding.

27. Discuss the shortrun and long run Phillips cunre.

28. Briefly discuss the Hawtreys's theory of trade cycle.

29. What is BP curve ? Analyze the shift in BP curve ?

30. Critically examine the restatement of Quantity theory of money.

31. Distinguish between money and near money. What are thg important functions of money ?

32. Discuss the Keynesian liquidity preference theory of interest.

(4x6=24marks)

Section D (Essays)

Answer any two qkestions.

Each questinn carries 13 marhs.

33. Critically examine the modern theories pf inflation

34.. What is meant by trade cycle ? Discuss the Hayek's theory of trade cycle.

35. Analyze the equilibrium of a two sector economy using the IS-LM model.

36. What are the important fiscal, monetary and:other policy instruments to counter inflation ?

(2 x lB = 26 marks)


