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Instructions:
· All questions are compulsory
· Figures to the right indicate full marks

1. Answer any four of the following in not more than 100 words each.            (16)
a. State the meaning of aggregate demand.  List the factors influencing aggregate demand.
b. What is Fisher Effect?
c. Give the classical view of aggregate supply.
d. State any two reasons why prices are sticky.
e. Write a note on Natural Rate of Unemployment.
f. State the difference between adaptive expectations and rational expectations.

2. Answer any four of the following in not more than 100 words each.            (16)
a. Define monetary policy. Outline any 3 selective tools of monetary policy.
b. What do you understand by Phillip’s Curve?
c. Outline the fiscal measures that can be used for economic stabilization.
d. State the strengths of the AS-AD model.
e. Write a note on Okun’s Law.
f. What do you understand by supply shocks?


3. a. Explain and graphically illustrate the derivation of the AD curve.             (12)
OR
     3.   b. Explain the Bargained Real Wage Curve.
   

4. a. Discuss the merits and demerits of monetary policy.                                  (12)
OR
b. Graphically illustrate and explain the expectations-augmented Phillip’s 
    Curve.


5. [bookmark: _GoBack]a. Discuss the wage-price setting dynamics.                                                   (12)
OR
           b. Discuss the impact of monetary and fiscal policy on the long run macro 
               economic equilibrium. 


6. a Explain the dynamic AS-AD curve in the IS-RF  model.                               (12)
OR
6 b. Examine the limitations of fiscal policy.
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