Paper / Subject Code: 95354 / Economics: Advanced M acr oeconomics-I11

[Time: 3 Hours] [ Marks:100 ]

Please check whether you have got the right question paper.
N.B: 1. All questions are compulsory. Attempt Sub question (A) or (B) of Question no. 5
2. Figures to the right indicate full marks.
3. Students answering in the regional language should refer in case of doubt to the
main text of the paper in English.

Q.1 Answer any two questions of the following: 20
a. Explain the Derivation of Aggregate Demand curve in 1IS-LM model.
b. Describe the Tobin’s modified Philips Curve.
c. Explain the Friedman’s Expectation Model with reference to Long-run Philips Curve.

Q.2 Answer any two questions of the following: 20
a. Discuss the meaning and features of trade cycle.
b. What are the types of trade cycle?
c. Discuss Hicks theory of trade cycles.

Q.3 Answer any two questions of the following: 20
a. Explain the meaning and Methods for managing exchange rates.
b. Write a note on Clean and Dirty Float Systems.
c¢. What do you mean by Convertibility of Currency? Explain briefly the current and capital
account convertibility.

Q.4 Answer any two questions of the following: 20
a. Discuss the features of a Good International Monetary System.
b. Discuss the Maastricht Treaty.
c. Write a note on Asian Infrastructure Investment Bank (AlIB).

Q.5 (A) Write short notes on any two of the following. 20
a. Extension of 1S-LM model with Labour Market and Flexible Prices
b. Kaldor’s theory of trade cycles
c. Currency Crisis
d. New Development Bank (NDB)
(OR)
(B) Select an appropriate option for the following. 20
1. What is the slope of the short-run Aggregate Supply (AS) curve?
a) Vertical
b) Horizontal
c) Upward-sloping
d) Downward-sloping

2. In the extended IS-LM maodel, flexible prices imply that the economy will eventually adjust
to :

a) Short-run equilibrium output

b) Full employment output

c) Cyclical unemployment

d) Excess demand

3. The natural rate of unemployment is the level of unemployment when
a) Inflation is accelerating

b) The economy operates at potential output

¢) There is no structural unemployment

d) Monetary policy is expansionary
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4. Under adaptive expectations, individuals base their expectations on
a) Past values of inflation

b) Current policy announcements

c) Future forecasts

d) Random guesses

5. Friedman argued that inflation becomes self-perpetuating due to
a) Fiscal deficits

b) Wage-price spirals driven by adaptive expectations

c) Government price controls

d) Long-term contracts

6. Which of the following is NOT a type of trade cycle?
a) Minor cycles

b) Major cycles

c) Seasonal cycles

d) Hyper cycles

7. Hawtrey’s theory of trade cycles is based on
a) Monetary factors

b) Psychological factors

c) Technological factors

d) Government policies

8. Samuelson’s trade cycle theory combines
a) The multiplier and the accelerator principles
b) Supply-side and demand-side theories

c) Inflation and deflation cycles

d) Monetary and fiscal policies

9. A key measure to control trade cycles is
a) Increasing interest rates during a depression

b) Implementing counter-cyclical monetary and fiscal policies
c¢) Encouraging speculation during a boom

d) Reducing government expenditure during a recession

10. Counter-cyclical fiscal policies aim to
a) Enhance cyclical fluctuations

b) Reduce the amplitude of trade cycles
c) Increase inflation during a boom

d) Decrease government intervention

11. One advantage of a managed exchange rate system is
a) It provides complete flexibility to the market

b) It ensures stable foreign exchange rates

c) It eliminates speculation in the forex market

d) It requires no central bank intervention

12. A crawling peg system is characterized by
a) Gradual and pre-determined changes in the exchange rate
b) Fixed exchange rates without adjustments

c) Rapid fluctuations in currency value

d) No role for central bank intervention
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13. An exchange rate is most directly influenced by the BoP through
a) Imports only

b) Exports only

c¢) The demand and supply of foreign currency

d) Government borrowing

14. Persistent BoP deficits can lead to
a) Currency appreciation

b) Currency depreciation

c) Economic growth

d) Inflation stability

15. One major cause of a currency crisis is
a) Excessive foreign exchange reserves

b) Over-reliance on short-term foreign capital
¢) High domestic savings rates

d) Strict exchange rate controls

16. The international gold standard required countries to
a) Back their currency fully with foreign reserves

b) Peg their currencies to a specific amount of gold

c) Allow free-floating exchange rates

d) Completely eliminate trade barriers

17. The main reason for the fall of the gold standard was
a) The scarcity of gold reserves

b) High levels of global inflation

c) A lack of trust among trading nations

d) Economic instability during the Great Depression

18. The institution established under the Bretton Woods Agreement to stabilize exchange
rates was :

a) The International Monetary Fund (IMF)

b) The World Bank

c) The United Nations

d) The Asian Development Bank

19. After the collapse of Bretton Woods, most countries adopted
a) Fixed exchange rates

b) Floating exchange rates

c) Pegged exchange rates

d) Barter trade systems

20. A key feature of the Maastricht Treaty is

a) The establishment of a common defense policy
b) Convergence criteria for adopting the Euro

¢) Mandatory gold reserves for EU members

d) Elimination of all member state sovereignty
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