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Il Semester M.A. Degree (Reg.lSuppl./Imp.) Examination, April 2019
(2014 Admission Onwards)
Economics/Applied Economics/Development Economics
ECO 2C 06 : MACRO ECONOMIC THEORY - Ii

Time : 3 Hours Max. Marks : 60

PART - A
Answer all questions. Each question carries’ 112 mark.

1. ldentify the incorrect statement related to NAIRU.
a) Itis an acronym for non-accelerating inflation rate of unemployment
b) It refers to a level of unemployment below which inflation rises
¢) It was first introduced by Franco Modigliani and Lucas in 1965
d) Itis an improvement over the natural rate of unemployment

2. A hypothesis stating that individuals make investment decisions based on the
direction of recent historical data and adjust the data to predict future rates is

a) Dual decision hypothesis

b) Relative income hypothesis

C) Adaptive expectations hypothesis
d) None of the above

3. Neo-Keynesian quantity-constrained models show

a) The implications for output and employment of trading at market-clearing
prices '

b) The implications for output and employment of trading at non-market-clearing
prices

c) The implications for output and employment of trading fixed prices
d) None of these

P.T.O.
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4. The term natural rate of unemployment was introduced by

a) A. W. Phillips - b) A. C. Pigou
¢) Milton Friedman A d) Knut Wicksell
5. If investment does not depend on interest rate, the IS curve is
a) Horizontal b) Vertical
"c¢) Negatively sloped d) Positively sloped
6. Who among the following proposed a Dual Decision Hypothesis ?
a) Keynes ] b) Friedman
c) Clower d) Phillips
7. The pure Keynesian range of the LM curve is 3
a) Horizontal part b) Vertical part
c) Intermediate part d) All parts of the LM curve

8. J — Curve theory/effect :

a) States that a country’s trade deficit will worsen initially after the depreciation
of its currency because higher prices on foreign imports will be greater than
the reduced volume of imports ‘

b) Focuses on the premise that an internal rate of return initially drops until a
level of stability is established that allows a particular business or investment
to enter into a profitable state »

c) Is often seen in a country’s balance of trade and equity fund returns
d) All the above are correct =
(8x1/,=4)
PART -B
Answer any eight questions. Each question carries 2 marks.
9. Distinguish between depreciation and devaluation.
10. What are the basic features of an open economy ?

11. Why does the LM curve slope upward to the right ?

12. What is meant by Okun’s law ?
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13. Explain the features of stagflation.

14, Distinguish between fiscal policy ang Monetary policy.

15. Point oyt the policy Prescriptions of Supply-side €conomics.

16. Explain the significance of Laffer curve in €conomics.
17. What is income policy ?

(8x2=1 6)

29, Analyse the problems of uniqueness Stability ang existence of general
equilibrium, ,

(2x1 0=20)




