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ECONOMICS

Macro Economics-II

Time : 3 Hours] [Maximum Marks : 80

Before answering the question-paper, candidates must

ensure that they have been supplied with correct and

complete question-paper. No complaint, in this regard

will be entertained after the examination.

Note : Attempt Five questions in all, selecting one

question from each Unit. Q. No. 1 is

compulsory. All questions carry equal marks.

Unit I ( I)

2. Explain the Keynes liquidity preference theory

under the demand for money theory. 16

3. Define high-powered money. Explain its

components and significance in money creation.

16

Unit II ( II)

4. What is Inflation ? Define its types and Keynes

view on Demand-Pull inflation ? 16
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1

(Compulsory Question)

1. Answer the following in brief : 8×2=16

(a) What is the Cambridge Cash-Balance

Equation ? Write the equation.

(b) Explain Fisher’s Quantity Theory of

Money (MV = PT).

(c) What is High-Powered Money ? How is

it related to Money Multiplier ?

(d) What is Money Multiplier ?

(e) What is the role of Fiscal Policy in

controlling Business Cycles ?

(f) What is IS-LM Analysis in an open

economy ?

(g) What is a Fixed Exchange Rate ?

(h) What is Cost-Push Inflation ?

(MV = PT)

IS-LM
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5. Critically analyse the economic effects of

inflation on the distribution of income and

wealth, output and employment. 16

Unit III ( III)

6. Discuss Schumpeter’s Theory of Business

Cycles. How does innovation play a central

role in explaining the cyclical fluctuations in

economic activity ? 16
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7. Explain the relative efficacy of fiscal and

monetary policy under the IS-LM curve model.

16

IS-LM

Unit IV ( IV)

8. How the national income is determined in an

open economy under the IS-LM Framework ?

16

IS-LM

9. Discuss the international transmission of

disturbance under fixed exchange rate. 16
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