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Q.1 Explain Construction of price index numbers with the help of an example.
OR
Q.1 Explain the meaning of value of money and discuss the importance of price index numbers.
Q.2 Explain the meaning of money supply and discuss the various components of money
supply.
OR
Q.2 Critically analyse Cambridge equation of Quantity theory of money.
Q.3 Discuss effects of inflation in an economy.
OR
Q.3 Discuss various measures to control inflation in the economy.
Q.4 Discuss the use of rules versus discretion in changing the supply of money in the
economy.
OR
Q.4 What is Monetarism? Discuss the factors affecting supply of money.

Q.5 Fill in the blanks by choosing the correct option.

1. Value of money depends on the in the economy.
(rate of interest, general price level)
2. If price index number for current year is 187.5 it would mean that there is a %

increase in current year prices compared to the base year. (87.5,187.5)
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Price index numbers depict value. (total, average)

4. According to Quantity theory of Money the price level and value of money are
related. (inversely, directly)

5. Prof. Fisher gives more importance to the in his version of Quantity theory of
Money. (demand for money, supply of money)

6. Prof. Fisher’s equation of Quantity theory of Money = (MV=PT, M=KPR)

7. During inflation the general price level tends to . (increase, decrease)

8. Inflation the fixed income earners in the economy. (benefits, harms)

9. During inflation the demand for goods and services is than their supply.
(lesser, greater)

10. Milton Friedman recommends the use of while changing the supply of money.
(rules, discretion)

11. Monetarists believe all prices in the economy to be . (rigid, flexible)

12. According to Monetarists the demand for goods and services in the economy will
if the supply of money increases in the economy. (increase, decrease)

e



