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All symbols are of usual significance. 

2x5 = 10 
1. Answer any five questions: 

(a) Distinguish between stock and flow variables in Economics. 

(b) What is Okun's law? 

(c) What is balance of payments? 

(d) What is transfer income? 

(e) Define MPC and MPS. 

() Distinguish between autonomous and induced investment. 

(g) Mention the functions of money. 

(h) What is hyperinflation? 

5x4 20 Answer any four questions: 

(a) Explain why an economy's income must equal its expenditure. 

(b) Distinguish between CPI and GDP deflator. 
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(c) What is meant by classical dichotomy? 

(d) What is meant by neutrality of money? 

()What is meant by inflationary gap in Simple Keynesian Model? 

( Explain how aggregate demand curve can be derived using IS-LM framework. 

10x2 20 3. Answer any two questions: 

10 (a) Explain how output, employment, price level and rate of interest are determined 
under Keynesian Model. 

2+8 b) What is multiplier? Discuss the concept of Balanced Budget multiplier using 

IS-LM model and Keynesian model. 

10 (c)"Effectiveness of fiscal policy depends on the slope of LM curve"-- Discuss. 

2+8 (d) What is full employment? How full employment is achieved in classical model 

Explain. 
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