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1. Answer any five of the following questions : 2×5=10

(a) Define open economy.

(b) If MPC=0.8 then explain the value of MPS.

(c) What is the importance of liquidity trap?

(d) Write the components of aggregate demand in a four sector economy.

(e) What is sacrifice ratio?

(f) What do you mean by involuntary unemployment?

(g) What is variable exchange rate system?

(h) How is money supply defined?
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2. Answer any four of the following questions : 5×4=20

(a) Write a short note on investment multiplier.

(b) Determine the aggregate demand curve under IS-LM model.

(c) Mention any five policy options to control inflation.

(d) Discuss the various reasons behind demand for money as per the Liquidity Preference
theory.

(e) Determine the equilibrium exchange rate through supply and demand theory.

(f) Discuss the various categories of investment.

3. Answer any three of the following questions : 10×3=30

(a) (i) Explain the circular flow of income in a two sector economy.

(ii) Distinguish between final and intermediate product. 7+3

(b) What is national income? What are the different methods to determine national income?—
Explain any of them. 2+3+5

(c) What is inflation? Distinguish between demand pull inflation and cost push inflation.
2+8

(d) How can credit be controlled by a Central bank of a country? 10

(e) What are the features of IS and LM curve? Is the equilibrium point which is determined
by IS and LM curves always a stable equilibrium? 6+4
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