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Candidates are required to give their answers in their own words

as far as practicable.
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1. Answer any five of the following questions: 2x5=10

e @@m et deid Tex e ¢

(a) Prove that in the short run MPC<APC when the consumption function is C =a + bY.
(ol9l SeF I C=a+bY T, ORE (A8 @ FHSI5T MPC<APC |

(b) What will be the equilibrium level of income if C=15+0-7Y and =25+ 0.1Y?
OIAN IR F© 2(F I« C = 15+0-7Y 9 1=25+0.1Y |

(c) Define Keynesian Cross.
Keynesian Cross J&1CS S (I ?
(d) Define Lequidity Trap.
Lequidity Trap &@zafe 12
(e) Define High Powered Money.
High Powered Money Je1(o F (G ?

(f) What is crowding out effect?
Crowding out effect IS 1 (I ?

(g) What is real balance effect?
Real balance effect 570 F (AN 2

(h) Define LM Curve.
LM Curve J?
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2. Answer any four of the following questions: 5%4=20

N T @@ 51T Aeid Ted wie ¢

(a) Derive the saving function from the consumption function and show it graphically. (3+2)=5

(Sl SAFS (AF AR SAFH0 @ e @R «focs Braa M@ @ |

(b) Explain the case of balanced budget multiplier in a closed economy.
7 wdfed (%@ Balanced budget @5 #Ifmi® a<far e

(c) What are the different motives for holding money as suggested by Keynes?

Keynes 3ffe sefa siftvia fifen Seoafe siEmwa st

(d) Explain the case of increase in government expenditure in the economy using IS-LM
framework.
IS-LM et ARE) el T3 Ifa et 2ol iy wel |

(e) Define money multiplier. What is the economic significance of the concept? 4+1=5

Money multiplier 235 SiteBa Tt @i7eba wdtafes wiea Fe

3. Answer any one of the following questions: 10x1=10
MO F (el GG 2o Teq mie 3
(a) State and explain the effectiveness of Fiscal Policy using IS-LM framework.

IS-LM (ST EIE qieaifed e Siees 5|

(b) Describe the complete Keynesian case of income, output and employment determination.
Keynesian (SR ARG S, T @3 19 SO SIED Sl |
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