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1. Answer any five of the following questions:                                                     (2×5=10) 
 

a) What does the Simple Keynesian Model deal with? 

b) What is the relation between propensity to consume and propensity to save? 

c) What does liquidity trap mean? 

d) What is speculative demand for money? 

e) What do you understand by stability of equilibrium? 

f) What do you mean by High Powered Money? 

g) When will the IS curve be parallel to the vertical axis? 

IS

h) Define LM curve and draw it. 

LM ।
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2. Answer any four of the following questions:                                                      (5×4=20)          

a) Define Keynesian consumption function. State the basic properties of the Keynesian 
consumption function. 

 

b) What is Balanced Budget Multiplier? Is the value of Balanced Budget Multiplier 
always equal to one? Give your views. 

।

c) What do you mean by money multiplier? Explain the factors that determine its 
value. 

।

d) What do you understand by involuntary unemployment? Examine the Keynesian 
views of labour market. 

।

e) What is Commercial Bank? Explain how the commercial banks create credit. 

।

f) What is Paradox of Thrift? Explain such paradoxical result. 
Paradox of Thrift ।  

 
3.  Answer any one  of the following questions:                                                (10×1=10) 
 

a) Discuss Keynesian Theory of Liquidity Preference. 
।

b) What is the slope of LM curve? Discuss the effects of rise in money supply on the LM 
curve and the IS-LM equilibrium. 
LM LM IS-LM

।


