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Note:- Answers may be written either in English or in Hindi; but the same medium should be
used throughout the paper. '
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Attempt any three questions . All questions carry equal mark.
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Q.1. a. Derive the AD and the AS curve using IS LM curves and assuming that prices are
perfectly flexible. ‘

b. Show the working of the fiscal and the monetary policy in this model.

c. If instead of assuming that the prices are pe}fectly flexible we assume that prices are fixed,
how does the analysis change.  (9+7+9)
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Q.2. a. Discuss how the rational expectations hypothesis differs from the adaptive expectations
hypothesis. '

b. What is policy ineffectiveness proposition.

c. Use the loglinear model based on Sargent and Wallace(1975) to illustrate policy
ineffectiveness proposition. (8+5+12)
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Q.3. a. Give .the intuitive interpretation of Tobin’s ‘q’.'

b. Derive the model of investment using the maximum principle. ~ (10+15)
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Q.4. a. Derive the modified golden rule of the Ramsey growth model.

b. How does it differ from the golden rule of the Solow model?

c. Explain the working of the fiscal policy in the Ramsay model. ~ (9+8+8)
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