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Instruction :  All questions carry equal marks.

1. Explain the meaning and construction of price index number with the help of an
example. 14

OR
1. Discuss the limitations of price index number. 14
2. Evaluate Prof. Fisher’s quantity theory of money. 14
OR
2. Explain Prof. Pigou’s Cambridge equation. 14
3. Give the meaning of inflation. Discuss the causes of inflation. 14
OR
3. Discuss various measures to control inflation in the economy. 14
4.  Explain the meaning and characteristics of monetarism. 14
OR

4.  Give the meaning of money supply. Discuss the various factors affecting the supply of

money. 14
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Index number is always expressed in

(a) Proportion (b) Ratio (c) Percentage

Index numbers are constructed on the basis of prices.
(a) wholesale (b) retail (c) fixed
Fisher’s quantity theory of money is known as equation.
(a) Cambridge (b) Exchange (c) None

M; = Currency +
(a) Time Deposits (b) Demand Deposits (c) Both

Value of money means of money.
(a) Price (b) Purchasing power (c) None

Index Number for the base year is always considered as

(a) 100 (b) 1000 (c) 10

Markup inflation is a type of inflation.

(a) Demand pull (b) Cost push (c) None

When prices rise very fast at triple digit rates per annum, it is usually called
inflation.

(a) galloping (b) running (c) walking

Inflation the cost of living in the economy.

(a) increases (b) decreases (c) keeps constant

Monetarists assume prices and wages in the economy to be

(a) rigid (b) flexible (c) None
Friedman recommends policy for changes in money supply.
(a) rules (b) discretion (c) fiscal
According to Keynes, interest in monetarism is a phenomenon.
(a) Real (b) Monetary (c) None
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1.

4.

Give the meaning of Index Number. Which factors are important for the construction of

Index Number ? 14
OR
What is meant by value of money ? Explain the limitations of Price Index Number as a
method of measurement of value of money. 14
Critically discuss Fisher’s quantity theory of money. 14
OR
Explain the Cambridge equation of quantity theory of money and discuss its
limitations. 14
(A) Explain effects of inflation. 14
(B) Write a note on “Phillips Curve”.
OR
Discuss various measures to control inflation in an economy. 14

Give the meaning of money supply. Analyse the various factors affecting the supply of
money. 14

OR

Discuss “Rules vs Discretion” debate regarding change in money supply. 14
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year is important in the formation of the index number.

(a) Current (b) Base (c) Both

Index number for the base year is always considered as

(a) 100 (b) 1000 (c) 10
Index numbers are constructed on the basis of prices.
(a) Retail (b) Wholesale (c) Fixed

According to quantity theory of money, when the quantity of money increases,
the value of money

(a) increases (b) decreases (c) keeps constant
There is a relationship between the value of money and the price
level.

(a) direct (b) inverse (c) equal

Fisher’s quantity theory of money is known as equation.

(a) Exchange (b) Cambridge (c) None

The inflationary gap can be wiped out by an increase in

(a) Consumption (b) Saving (c) Both of these

class of people of society are benefitted during inflation.
(a) Creditors (b) Debtors (c) Fixed wagers

During inflation, the aggregate demand in the economy is than the
aggregate supply.

(a) more (b) less (c) equal

Friedman recommends policy for changes in money supply.

(a) rules (b) discretion (c) fiscal

Monetarists assume prices and wages in the economy to be

(a) rigid (b) flexible (c) None
Monetarists focus on studying the impacts of variations in on the
economy.
(a) demand for money (b) money supply (c) Both
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