CARMEL COLLEGE OF ARTS, SCIENCE AND COMMERCE FOR WOMEN
SEMESTER END EXAMINATION OCTOBER 2015
SEMESTER: III OF B.A                                                                                 DATE: 12/10/2015
SUBJECT: MACRO- ECONOMICS (NEW COURSE)
MARKS: 80                                                                                                              TIME: 2 HRS 
Instructions:
· All questions are compulsory
· Figures to the right indicate full marks

I. Answer any four of the following in about 100 words.                                (4x4=16)

1. What   is the relevance of macroeconomics?
1. What do you understand by NNP at Factor Cost?
1. Distinguish between real and nominal national income.
1. State the equation of exchange.
1. Write a note on the balanced budget multiplier.
1. State the components of aggregate demand.

II. Write brief answers to any four of the following.                                        (4x4=16)

1. What do you understand by the Keynesian Cross?
1. State the Psychological Law of Consumption.
1. What do you understand by the paradox of thrift?
1. State the meaning and properties of the IS curve.
1. Write a note on the dynamics of the IS-LM model.
1. Outline the factors that shift the LM curve.

III. A. What is National Income Accounting? Explain the concepts of GNP and GDP.
                                                      OR                                                                          12
III.B. Explain the determinants of the level of economic activity using the circular 
          flow approach.


IV.A.  Discuss the subjective   and objective   factors which determine the propensity 
           to consume.
                                                            OR                                                                    12
IV B.  Define the investment multiplier. Bring out the relationship between K and 
           MPC using a numerical example.


V. A. Graphically illustrate the effect of interest elasticity of money demand on the 
          slope of the LM curve.
                                                          OR                                                                      12
[bookmark: _GoBack]V. B. Explain and graphically illustrate the derivation of the LM curve .


VI. A. Graphically illustrate the derivation of the IS curve.
                                                          OR                                                                      12
 VI.B. Discuss the effectiveness of fiscal policy in the context of the slope of the LM  
           curve.                                                                       
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