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ECONOMICS-II
Macro Economics—II (Option-II)

Time : Three Hours] [Maximum Marks : 80

Note : Attempt Five questions in all. Q. No. 1 and 2 are
compulsory. Attempt remaining three questions,
selecting one question each from any of the three Units
out of the four Units. All questions carry equal marks.
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1. In an economy, when investment increases, income
increases many times more than the increase in investment.
On the basis of this information, answer the following
questions : 16
(i)  Which concept is referred in above study ? Explain
it with the help of a diagram.
(i)  State its relationship with MPC.
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When MPC is 0 and 1, then what is the value of
multiplier ?
What are the main leakages of multiplier ?
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Choose the correct alternative : 5
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(1)  Accelerator refers to :

(a) Change in income to change in
investment

(b) Change in investment to change in
capital

(c) Change in capital to change in income

(d) None of the above
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(iv)

Functions of money include :

(a) Medium of exchange

(b) Store of value

(¢) Transfer of value

(d) All of the above
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Money market is in equlibrium, when :

(a) Demand for Money = Supply of Money
(b) Demand for Money > Supply of Money
(c) Demand for Money < Supply of Money
(d) None of the above
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Which of the following is not a phase of
trade cycle ?

(a) Boom

(b) Recession

(¢) Deflation

(d) Trough
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Increase in money supply in the economy
leads to :

(a) Increase in price level

(b) Decrease in value of money

(c) Both (a) and (b)

(d) No effect on price level
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Match the following with their correct answers : §

(i)

(i)
(iii)

(iv)

M
Muliplier and MPS (a) a

Inflationary Gap  (b) Milton Friedman

Modern view (¢) Goodsare
on demand exchanged for goods
for money

Money Multiplier (d) Inversely related



(v) Barter System (e) Keynes

of exchange
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(c) Answer the following questions : 6

(1)  State the primary functions of Money.

(i) What do you mean by Liquidity Preference ?
(iii) Define Trade Cycle.

fefafed gl & I ST e

() I * Wt & FAET |

(i) o ofmE 9 @ g §wed € ?
(ili) =MIR-=k ki GRETET ST |

Unit I (3T 1)

3. Explain and illustrate the concept of Multiplier. What is
the importance of multiplier in economic analysis and

economic policy ? 16
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4. Explain the meaning of accelerator. Critically explain the

working of accelerator. 16
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Unit II (3 1I)

S. Define Money. What are its features ? Discuss the
importance of money. 16
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6. Critically examine Fisher’s quantity theory of money. 16
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Unit III (318 III)

7. What do you mean by inflation ? What are the causes

and remedies of inflation in an economy ? 16
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8. Explain the classical theory of Inflation. 16
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Unit IV (3&TE IV)

9. What is Trade Cycle ? Critically examine Hicksian theory
of trade cycle. 16
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10. Explain the Keynes’ liquidity preference theory of interest.
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