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Instruction : All questions carry equal marks.  

 

1. Explain the construction of index numbers as a method of measuring the value of 

money.   14 

     OR 

 What is value of money ? Explain the limitations of method of index numbers in 

measuring the value of money. 14 

 

2. Examine critically Prof. Fisher’s equation of quantity theory of money.  14 

     OR 

 Evaluate the cash balance equation given by the Cambridge economists. 14 

 

3. Define inflation and explain its causes. 14 

     OR 

 Discuss various measures to control inflation. 14  

 

4. What is meant by supply of money ? Explain the factors affecting money supply in an 

economy.   14 

     OR 

 Discuss the use of Rules v/s Discretion in changing the money supply in the economy. 14 



AB-125 4 

5. Fill in the blanks by choosing the correct option : (Any 7) 14 

 (1) Value of money is determined by the ______ in the economy. (price level, rate of 

interest) 

 (2) Price index numbers depict _______ values. (total, average) 

 (3) Money supply and price level in an economy are _______ related. (inversely, 

directly) 

 (4) Price index numbers are constructed on the basis of _______prices. (wholesale, 

retail) 

 (5) Prices in the economy _______ when velocity of money decreases. (decrease, 

increase) 

 (6) The demand for money is _______ if incomes are expected to rise in the future. 

(lower, higher) 

 (7) Mark up inflation is a type of _______ inflation. (cost pull, demand pull) 

 (8) Inflation _______ the purchasing power of money. (raises, lowers) 

 (9) Monetarists believe the _______ more important in the economy. (demand for 

money, supply of money) 

 (10) The rate of interest tends to _______ during inflation. (increase, decrease). 

 (11) According to Monetarists prices and wages are _______ in the economy. 

(flexible, rigid) 

 (12) Prof. Friedman recommends the use of _______ in changing the supply of money 

to maintain stability in the economy. (discretion, rules) 

__________ 


