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Instruction : Al questions carry equal marks.

1. Explain the meaning and construction of price index numbers and discuss its limitations.

OR

Anaiyse Fisher’s equation of quantity theory of money.

2. (A) Explain the concept of inflationary gap with the help of a diagram.
(B) Explain the concept of Phillip’s curve.

OR

Explain the concepts of inflation and depression and discuss the monetary, fiscal and other

measures to control inflation.

3. “Supply creates its own demand.” Discuss.
OR
Explain Keynesian theory of effective demand and underemployment equilibrium.

\
.).I

4.  Explain the characteristics and stages of trade cycle. -
OR

Analyse Hicksian theory on trade cycle.
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Fill in the blank by choosing the correct option.

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

(increases, decreases)

Value of money is the of money.
. (purchasing power, price)
Cambridge economists give more importance to in their version of quantity

theory of money.

(supply of money, demand for money)
According to Milton Friedman the demand for labour in the economy is dependent
on wage rate.

(actual, expected)
policy pertains to the revenue and expenditure of the state.

(Monetary, Fiscal)
Milton Friedman recommends the use of for making changes in supply of
money.

. (rules, discretion)
Mark up inflation is a type of inflation.

(demand pull, cost push)

(C.5)
Y’ AY
Classical economists believe all prices in the economy to be .

(rigid, fully flexible)

Marginal Propensity to Consume =

wod Apmgierenn

Investment multiplier K =

GE: )
Al " AY
Imports tend to the income generation effect of investments in an economy.

(reduce, increase)
In a trade cycle the stage of depression is followed by

, (recession, recovery)
gave the “credit deadlock’ theory of trade cycle. '

(Hawtrey, Hayek)
According to trade cycles are a result of excessive growth in credit due to
artificially low interest rates set by a central bank.

(Hayek, Hawtrey)
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