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Candidates should answer in their own words 
and adhere to the word limit as practicable. 

ECOACOR06T-EcONOMICS (CC6) 

Answer any five questions: 

(a) What is meant by 'neutrality of money'? 

(b) What is meant by perfect foresight? 

All symbols are of usual significance. 

(c) What is meant by frictional unemployment? 

(d) Distinguish between nominal exchange rate and real exchange rate. 

(e) What are the causes of money wage rigidity? 

() What is liquidity trap? 
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(g) What is inflation tax? 

(h) Under what circumstances the short run Phillips curve can be vertical? 

Answer any four questions: 

(a) How do you derive short run supply curve using sticky-price model? 
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(b) What is meant by Classical Dichotomy? 

(c) Explain the idea of purchasing power parity. 

(d) Explain how current price level is influenced by current and future money supply. 

(e) Devaluation is a policy matter while depreciat ion is market determined' 
Explain. 

() What is stagflation? Use AD-AS model to explain stagflation. 

Answer any two questions: 

(a) Show that the fundamental difference between Keynes and Classics can be 
adequately explained in terms of the nature of the respective aggregate supply 
Curves. 

(b) Analyse using Mundell-Fleming model the effects of Fiscal and Monetary policy 
on a small open economy under floating exchange rate regime. 
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(c) What are the social costs of inflation? Discuss the costs of anticipated and 
unanticipated inflation. 

(d) What is Natural Rate Hypothesis"? Justify the adoption of interventionist policies 
like fiscal and monetary policy in the face of Natural Rate Hypothesis'. 
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