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THE ANSWERS MUST BE ATTEMPTED ON THE ANSWER SHEET PROVIDED

Q.1. Answer the following short questions. (6x5=30)

i.  The Quantity Theory of Money
i,  Mathematicaligraphical derivation of IS curve,
iii.  Labor Démand Curve .
T Ijéfiy;ati_‘c‘ir’_n of Aggregate Supply curve urider the assumptions 6f the classical school of thought .
v. The Lucas Critique
vi. ‘The deterfnination of exchange rate under the fied exchange rate system

Q.2. Answer the following questions. (3x10=30)

I. With the help of the IS-LM model show how income and the interest rate are affected
by each of the following:
a) A decline in government spending
b) An autonomous increase in investment spending
C) A decline in the money supply
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il. Explain the process of tax multiplier in the Keynesian model.
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iii. With the help of the Mundell-Fleming Model, Explain the impact of fiscal policy in
determining the exchange rate and national output under a floating exchange rate
system in a small open economy.
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