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SECTION A: Answer the following questions. Each carries two marks. 

(Ceiling 25 marks)  

Write short notes on: 

1. MEC & MEI  

2. Money multiplier. 

3. New classical. 

4. Effective demand. 

5. Ricardian equivalence. 

6. Random Walk hypothesis. 

7. Residential investment. 

8. Fisher’s equation of exchange. 

9. Rational expectation. 

10. Tobin’s q ratio. 

11. Life cycle hypothesis. 

12. Money supply.  

13. Classical dichotomy. 

14. Keynesian consumption function.  

15. Full employment. 

SECTION B: Answer the following questions. Each carries five marks.  

(Ceiling 35 marks) 

16. What do you mean by accelerator theory of investment?  

17. What are the major sources of money supply? 

18. Explain Tobin’s approach to demand for money.   

19. What is the real business cycle model?  

20. Give an account on the basic postulates of portfolio theories of money demand. 

21. What is government budget constraint? 

22. How do you evaluate the trade-off between rules and discretion in monetary policy?  

23. List out the main ideas of monetarist school of thought. 

SECTION C: Answer any two questions. Each carries ten marks.   

24. Explain Friedman’s restatement of quantity theory of money. 

25. Describe permanent income hypotheses. How is permanent income measured? 

26. Illustrates Fisher’s model of intertemporal choice.  

27. Elaborate on the major themes of new Keynesian school. 

(2 × 10 = 20 Marks) 


