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Attempt any Five questions.
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*(a) What do you mean by macro-economics ? Distinguish

between GDP and GNP. 34

() What are the activities that are not included in

GDP ? 8
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(@) How does equilibrium leve!l of income get affected by
() a shift in aggregate expenditure function, and (i)
a change in the slope of aggregate expenditure

function ? 44



(b)) Given the following data for an economy :
Consumption function ~C = 250.+ 0.80 .Yd
Investment | I = Rs. 100 crores
Govemnment Expenditure G = Rs. 100 crores
Taxes T = Rs. 100 crores
Calculate the following :

() Savings at equifibrium level of income.

(if) The value of multiplier and the change in income,

if investment decreases by Rs. 20 crores. 34
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" How does foreign- GDP and relative international prices

affect the net export function ? 8

Show the effect of change in tax rate on the equilibrium

level of income in a three-sector economy. 7
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- (@) What do you mean by macro-economic equilibrium ? 6

(b) What are aggregate supply shocks ? How do they affect

the price level and real GDP in short-run ? 2.7
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(¢)  What is Fiat Money ? What are the limitations of barter

system ? ' 25
(6) What is money ? Explain its functions. 8
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(@)  Explain the process of credit creation in a single bank

economy using ratios approach. 8

(b)) What is IS curve ? What causes a shift in IS

curve ? 7
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7. (a) Distinguish between devaluation and dcpreciation. How

does devaluation help in correcting the adverse balance
of payments ? 9

(b)) Explain the Purchasing Power Parity theory. 6
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8. (a) What is output gap ? Explain rwo types of output

" gaps. 25
(b)) Write short notes on any Iwo :

(7 Automatic Stabilizers

(if) Fixed Exchange Rate System ‘

(iii) Actual and Potential GDP. 44
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