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Instructions:
· All questions are compulsory.
· [bookmark: _GoBack]Figures to the right indicate maximum marks.

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

1. Explain the Keynes Effect and the Fisher Effect.
1. Distinguish between short run and long run aggregate supply curve.
1. List the factors that can cause a shift in aggregate supply.
1. What is Natural Rate of Unemployment? What are its determinants?
1. Write about the long run equilibrium in the AS-AD model.
1. Explain the paradox of thrift.

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

1. Write about the strengths and limitations of the AS-AD model.
1. Illustrate and explain the Phillip’s curve.
1. State Okun’s Law.
1. Explain the Taylor rule.
1. Explain the concepts of real interest rate and natural rate of interest.
1. Illustrate AD curves that reflect the political economy of the reaction function.

III. A. Explain the derivation of the AD curve. What are the properties of the AD 
           curve?                                                                                                                 12
OR
III.B. Write notes on i) Bargained Real Wage Curve
                                  ii) Price Determined Real Wage

IV.A. Discuss the dynamic adjustments in the AS-AD model.                                    12
OR
IV B.  Discuss the dynamic properties of the AS curve.

V. A. Explain the AS curve under nominal wage rigidity.                                           12
OR
V. B. Discuss the dynamics of the Phillip’s curve in the context of monetary and fiscal 
          policies.

VI. A. Discuss the impact of monetary policy on the IS-RF equilibrium.                   12
OR
 VI.B.Write notes on 
i. Effects of Supply shocks on the Phillip’s curve.
ii. Long run Phillip’s curve.                                                              .
***************END*************
