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Answer the following as directed :
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Under Keynes’ psychological law of
consumption, the relationship between
consumption and income is

(i) @RF
linear
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(2)

(i) e
proportional
(i) IRT AF -
linear and non-proportional
(iv) SERT s ARpeifes
non-linear but proportional

(% TGTCh1 1R Sferear)

(Choose the correct answer)

(b) WWWW)___WW“

(3)

(i) ToA SRR SR e el fEfereme
LSIESICRES

both income and interest elasticity
of demand for monery

(iv) $*RI GB18 =
None of the above
(9 TGCO! AR Sfered)
(Choose the correct answer)

(d) SREEIEA A @2

What is meant by devaluation?

FINE 2’9 0T |
(<190 972 o3t 1) 2. e fa R e SReA eefe vy (BT fod
According to p 4x4=16
hypothesis Pel;r;anent income Write short notes on any four of the
Y Co F 4
positive or negative. SAiayiibe following :
b (a) *o] Aeld
(Fill in the blank) Ratchet effect
(¢ LM QYR OF Fiéq 5 v
A
The slope of LM ¢ (b) FEHE
HigSidepends upon Paradox of thrift

(i) J& oRwR e fefewy

B T ST © LM @ o

moneye SATneletldemand o Properties of LM curve

i d) Teea ool

(i) J&< SR 37 fefogrror (

interest :T? 3 el Capital mobility

est elasticity of demand for
money (e) = I e Rt 2R
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3. (a)

(b)
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Why does the ratio of consumption to
accumulated saving decline over time
until retirement? What happens to this
ratio after retirement? Explain in the
light of the life-cycle hypothesis.
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4+2+0=8

What are the determinants of business
fixed investment? Suppose an invention

renders much of existing pProduction
techniques in a sector of the e

con
obsolete, e

' What would happen to the
stock prices of firms and to investment
. en
in the sector? What does it i

i i nfer about
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5. (a)
26P/309

(S)

TIFR AW WAF TR ARTEA IS @F @S
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How do changes in government
spending and taxation shift the IS
curve? Explain the short-run and
long-run macroeconomic effects of such
shifts using appropriate diagrams.

241 /Or
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T 340 4+4=8

Discuss the relationship between
interest rates and equilibrium output
in the goods market. How does this
relationship form the basis of the IS
curve? Illustrate your answer with an
appropriate diagram.

LM 41 9 e 1 =9 f{fegee 2 om
TP, oA T | 519 LM @91 919 Teg
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Analyze the conditions under which the
LM curve becomes perfectly elastic or
perfectly inelastic. What are the policy
implications of a flat LM curve and
a steep LM curve?
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Describe how changes in the price
level can affect the LM curve. How
do inflation and deflation impact
the money market equilibrium?

(@) IS I LM @i THRIT SR e R
(A 7 ST SKER AREEA R [ R @

TB1 PRPI 01 11 4+4=8

How do the IS and LM curves determine
the general equilibrium? Describe any
two factors that shift the equilibrium
position.
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What is the crowding-out effect in the
IS-LM model? How does it limit the
effectiveness of fiscal policy? Show how
the magnitude of the crowding-out
effect depends on the interest sensitivity
of money demand and investment.
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Explain, with the help of diagr_amd,
how equilibrium output is determine
in an open economy.

241 / Or

What is meant by disequ.ilibriurn t;ln

balance of payments? Dlscus:l e
ibri i ce

causes of disequilibrium 11 the balan

of payments.
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