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Instruction :  All questions carry equal marks.

1. (A) Explain the meaning and construction of Price Index Numbers.
(B) Write a note on Monetarism.
OR
Discuss Cambridge version (equation) of quantity theory of Money.

2. Discuss the meaning of and measures to control inflation.
OR
(A) Discuss the Rules Vs. Discretion debate in the use of monetary policy.

(B) Explain Phillips curve with the help of a diagram.

3. Critically analyse Say’s Law of Market.
OR

Explain Keynesian theory of effective demand and underemployment equilibrium.
4.  Explain the nature, characteristics and stages of trade cycle.

OR

Discuss Hawtrey’s theory of trade cycle.

5. Fill in the blanks :

(1) Price index numbers are constructed on the basis of prices. (retail,
wholesale)
(2) Price index numbers are . (approximations, exact)

(3) According to Quantity theory of Money, increase in quantity of money leads to a
in price level. (fall, rise)
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(4) Inflation causesa _____ in value of money. (decline, increase)
(5) Cambridge equation of quantity theory of money is believedtobe __ to
Fisher’s equation. (superior, inferior)

(6) Mark up inflation is a type of ______inflation. (demand pull, cost push)

(7) Creditors stand to ______ during inflation. (gain, lose)

(8) During stagflation increase in prices is accompanied by ______ in production.
(decrease, increase)

(9) Marginal propensity to consume =______ (AC/AY, C/Y)

(10) In developing countries the marginal propensity to consume is normally _

(high, low)

(11) Investment Multiplier=_____. (AI/AY, AY/AI)

(12) Imports tend to the multiplier effect of investment. (enhance, reduce)

(13) Income = Consumption + ______. (Savings, Investments)

(14) Hayek believes ___ to be the cause of trade cycle fluctuations.
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(innovation, over investment)



