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Instructions: Answer any five of the following                                               
	Question No.
	
	 Max.

Marks

	Q1
	A. What are the major goals of macroeconomic policy?  
B. What challenges does a developing country like India face while estimating its national income? Suggest some ways to bring some of the transactions currently not getting captured into the purview of the national income estimation?  

	10 

(5+5)

	Q2

	A. Diagrammatically examine the importance of consumption function and its role in the determination of equilibrium income and employment.

B. Consider a hypothetical economy with an autonomous investment of 300 crore and a consumption function given by C = 90 + 0.80Y. 
i. Calculate the equilibrium level of income.
ii. Determine the increase in national income if investment rises by 40 crores. 

	10 

(5+5)

	Q3
	A. Distinguish between short run aggregate supply and long run aggregate supply curve. what are the factors that cause shift in them?
B. Using the (AD-AS) model, analyze the short-term and long-term effects of both the technological advancements and the increase in production costs on the economy’s output and price level. 
	10
(5+5)

	Q4
	A. How would the government’s decision to expand aggregate demand affect the Phillips Curve trade-off between inflation and unemployment in the short run? Does this trade-off exist in the long run too? Explain with the help of a diagram. 

B. What are the indices used to measure inflation in India?
	10
(5+5)

	Q5
	Case study
India’s 2025 Policy Mix – A Model for Economic Stability
India’s 2025 policy mix has emerged as a benchmark for managing economic stability in emerging markets. The coordinated efforts of fiscal and monetary policies have played a major role in balancing economic growth, controlling inflation, and ensuring financial stability.

The Union Budget 2025 introduced several key fiscal measures to stimulate economic growth. These included a significant increase in capital expenditure, Tax reforms and targeted subsidies. On the monetary policy front, the Reserve Bank of India (RBI) made a notable move in February 2025 by cutting the repo rate by 25 basis points to 6.25%, marking the first rate cut in five years. This decision was aimed at supporting economic growth while keeping inflation in check. Given this context, identify and explain the various indices used to measure inflation in India.

Read the above case and analyse the following: 

A. The implications of RBI’s repo rate cut on money supply, inflation, investment, and financial stability. 

B. Evaluate the impact of the fiscal measures in stimulating consumption and in achieving economic growth and macroeconomic stability. 
	10
(5+5)

	Q6
	A. Using the IS-LM framework, analyse the impact of an increase in the money supply on the equilibrium level of national income and the rate of interest. Explain with the help of a suitable diagram.
B. What is crowding out effect of government’s fiscal policy? When does it occur and what is its significance. Explain with the help of a suitable diagram. 
	10
(5+5)

	Q7
	Write short notes on any two: 
A. Liquidity trap and effectiveness of monetary policy 

B. Supply side economics and its relevance.
C. Determinants of investment demand
D. Explain real and nominal GDP 
	10
(2*5)


