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Instructions:
a) All questions are compulsory.
b) Figures to the right indicate marks.

1. Answer the following in not more than 100 words. (ANY FOUR)                    (16)

i) Which are the target macroeconomic variables?
ii) Explain the difference between real and nominal income.
iii) Explain the Psychological Law of Consumption.
iv)  Explain the factors affecting MEC in the long run.
v) State and explain the equation of exchange. 
vi) What is the difference between money and near money?

2. Answer the following in not more than 100 words. ( ANY FOUR)                   (16)

i) What do you understand by the IS curve?
ii) State and explain the paradox of thrift.
iii) What are the factors affecting the slope of the LM curve?
iv) Write a note on the demand for money.
v) What is asset market equilibrium?
vi) Write about the dynamics in the IS-LM model.
3 A. Using the four sector circular flow model, explain the role of injections and leakages 
        on the level of economic activity.                                                                           (12)
OR
3 B. Explain the following; 
a) GDP              
b) NNP at Factor Cost          
c) Value-added method of computing national income                   
d) Personal income.


4. A. Discuss the subjective factors affecting consumption function. What do you understand by the marginal propensity to consume?                                                      (12)
OR
4. B. Explain the working of the investment multiplier. Highlight the relationship between MPC and K.


5. A. Graphically illustrate and explain the derivation of the LM curve.                       (12)
      OR
5.B  Explain the properties of the IS curve.


6. A. Explain how LM curve affects the effectiveness of fiscal policy.                         (12)
OR
6.B. Explain the objectives of monetary and fiscal policies. Distinguish between discretionary and automatic policies.

………………………….
