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GSM/M-20 1544
ECONOMICS

(Macro Economics—II)

Time Allowed : 3 Hours] [Maximum Marks : 80

Note : Attempt five questions in all. Question No. 1
and 2 are compulsory. Attempt remaining three
questions selecting one question each from any

of the three units out of the four units. All
questions carry equal marks.
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Compulsory Question

1. In an economy generally people keep money for
transactions precautions and for investing in bonds
and securities :

Based on this Information, answer the following
questions :

(1) Which theory is explained in the above study ?
Who propounded it ? Define it.

(i1) Tell the different motives of demand for money.
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(ii1) How is equilibrium rate of interest determined ?
(iv) Write the four drawbacks of this theory. 16
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2. Choose the correct alternative : 5
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(1) Velocity of money refers to :

(a) the speed at which money circulates

(b) the no. of times a unit of money changes
hand

(c) the no. of times money supply changes
(d) None of these.
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(i1) Gross interest includes
(a) reward for risk
(b) reward for management

(¢c) reward for inconvenience

(d) All of these.
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(111) Volume of Credit creation depends on the size of
(a) bank rate
(b) credit multiplier
(c) money multiplier

(d) None of these.
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(iv) Trade cycles are related to
(a) income
(b) employment
(c) prices

(d) All of these.
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(v) If value of multiplier is 3 then MPC is
(a) 2 (b) 1
3 3

(c) % (d) 3.
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Match the following with their correct answer : 5

1.

Classical Economists (a) demand side factor of
inflation

Fisher equation (b) related to revenue and
expanditure of the
government

Increase in Public (¢) A function of rate of
expenditure interest

Fiscal policy (d) Money just a medium
of exchange

Speculative demand (e) PT = MV + MVl

for money
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Answer the following questions : 6
(a) Define the Fiat money.

(b) What is Inflationary Gap ?

(c) What are the various phases of Trade cycle ?
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UNIT-I (Eehr3-1)

3. Define the Multiplier. Discuss its Forward and
Reverse operations. What are the leakages of

Multiplier ? 16
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4. Discuss the concept of Accelerator. What is the difference

between Accelerator and Multiplier ? 16
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UNIT-II ( ZehT3-11)

5.  What do you mean by Money ? What are its functions ?
Discuss the importance of Money in a developing

Economy. 16
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6. “Interest is reward for parting with liquidity” critically

examine the statement. 16
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UNIT-III  ( SehTS-III )

7. What do you mean by Inflation ? Explain demand
Pull and Cost push inflation. 16
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8. Define the Inflation. Critically examine the effects

of Inflation. 16
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UNIT-IV (SehTE-IV )

9. What is Interest ? Explain the classical theory of
Interest. 16
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10. What is meant by Trade Cycle ? Critically explain
the Samuelson’s theory of Trade Cycle. 16
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