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MACROECONOMICS–I 
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Note : Answer questions from all the Sections as per 

instructions.  

Section—A 

Note : Answer any two questions from this Section 

in about 500 words each. 2×20=40 

1. As per the Mundell-Fleming model, explain the 

conditions under which monetary policy and 

fiscal policy are effective.  
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2. With the help of Swan diagram, explain the 

different scenarios of external and internal 

imbalance in an economy.  

3. Using the adaptive expectations hypothesis, 

explain the shape of the aggregate supply 

curve.    

4. How does the IS-LM curve explain the impact 

of demand shocks in an economy ? Explain. 

Section—B 

Note : Answer any four questions from this Section 

in about 250 words each. 4×12=48 

5. What is meant by adaptive expectations ? In 

2019 the expected rate of inflation was 7% 

while the actual rate of inflation was 5%. If  

 = 0.5, find out the expected inflation rate for 

2020.     
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6. What is meant by balance of payments ? 

Discuss the components of balance of payments 

of an economy.  

7. What do you understand by ‘Purchasing Power 

Parity’ (PPP) ? Distinguish between absolute 

PPP and relative PPP.  

8. Explain the concept of exchange rate 

overshooting. What are its implications ?  

9. In an imperfectly competitive market, explain 

how firms set prices. Discuss the shape of the 

price-setting curve. 

10. How is the AD curve of an economy derived ? 

Why does it slope downwards ? 

11. How is the difference in shape of the AS curve 

in the short-run and the long-run reconciled ? 

Discuss. 
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Section—C 

12. Write short notes on any two of the  

following :  2×6=12 

(a) Determinants of net exports 

(b) Real exchange rate 

(c) Lucas supply curve 

(d) Philips curve under rational expectations 
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IS-LM 
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