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Note : The question paper has three Sections.
Attempt the questions as instructed in each

Section.

Section—A

Note : Answer any two of the following questions

from this Section in about 5§00 words each.

2x20=40

1. Explain how the IS curve is derived. Discuss
the factors that determine the slope of the IS

curve.

P.T.O.
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2. What i1s inflation ? Describe the demand-side
and supply-side causes of inflation with the

help of a diagram.

3. What does the Phillips curve signify ? Why is
Phillips curve downward sloping in the short

run but vertical in the long run ?

4. Explain how the Aggregate Demand (AD) curve
is derived from the IS-LM model.

Section—B

Note : Answer any four questions from this Section

in about 250 words each. 4x12=48

5. Explain the impact of leftward shift in the LM

curve through an appropriate diagram.

6. Describe the factors that result in a rightward

shift in the Aggregate Supply curve.

7. Distinguish between the following :

(a) Fixed exchange rate and Floating exchange

rate regimes

(b) Nominal and Real exchange rate



8.

10.

11.
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Elucidate the monetary approach to exchange

rate determination.

Discuss how the economy moves towards
equilibrium in the IS-LM model.
Differentiate between the following :
(a) Adaptive and Rational expectations
(b) Monetary and Fiscal policy
Section—C
Write short notes on any two of the
following : 2x6=12
(a) Crowding-out effect
(b) Stagflation
(c) Natural rate of Unemployment

(d) Consumer Price Index (CPI) and Wholesale
Price Index (WPI)

P.T.O.
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