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Candidates are required to give their answers in their
own words as far as practicable.

1.  Answer any ten questions from the following:
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a) Define autonomous investment.
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b) State the fundamental cause of involuntary

unemployment in the Keynesian model.
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¢) Why is money said to be neutral in the classical

economy?
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D)
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Define Cash Reserve Ratio (CRR).
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What is meant by monetary policy?
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What is Ratchet effect?
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What is meant by measured income?
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Define warranted rate of growth.
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What is deposit multiplier?
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What is meant by bank rate policy?
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What is the relation between High Powered

money and money supply?
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What is rational expectation?
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What is precautionary motive for holding

money?
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State the acceleration principle of investment

theory.
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Define reverse repo rate.
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Answer any five questions from the following :
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Define marginal propensity to save and its
relation with the magnitude of investment

multiplier.
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What is Knife-edge instability?
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State four instruments of selective credit

control used by Central Bank.
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d)

g)

h)

State the formula of MEC calculation.
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What are the determinants of money supply?
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Point out two limitations of Bank Rate Policy.
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Define M,.
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Mention the basic idea behind the Life-Cycle

Hypothesis of consumption function.
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3.  Answer any two questions from the following:
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a)
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Explain briefly the Acceleration Principle of

investment theory.
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Give a brief account of the working of Bank
Rate Policy used by Central Bank for

quantitative credit control.
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Briefly explain the 'Inventory Theoretic
Approach' to the transaction demand for

money.
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Answer any one question from the following:
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4.
a)
b)
c)
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Briefly explain the Harrod's model of Growth
and show that the model suffers from knife-
edge instability problem.
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Explain the consumption hypothesis that uses
consumption ratchet to show the short run
variability and long run constancy of
consumption function.
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Explain briefly the Friedman's restatement of

the quantity theory of money.
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