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Notes: 1.  All questions are compulsory.
2. All questions carry equal marks.

1. Answer the following questions any one. 16

What is the classical theory of money? What is a difference between classical and
Keynesian theory of money demand?

OR
What is Friedman’s approach? How did Friedman influence money theory? Why is
Friedman’ s theory is superior to Keynesian theory?

2. Answer the following questions any one. 16

What are the main points of Keynesian theory and what are the detects of Keynes theory
of interest?

OR
Define wage Flexibility? Explain the wag flexibility of Keynes.

3. Answer the following question any two. 16

a) What is inflation and its effect?

b) Explain the causes of inflation? Is inflation considered good for the economy of the
country?

c) What is the difference between rational expectation and adaptive expectations of
inflation.

d) How does inflation affect economic development?

4. Answer the following any two. 16

a) What is trade cycle?

b) Explain Samuelson’s model of trade cycle?

c) Which is the monetary theory of trade cycle?

d) What is Hicks theory of trade cycle? Write assumptions of Hicks theory it.

5. Very short answer (all questions are compulsory) 16
a) Friedman’s modern quantity theory
b) Real Interest rate

c) Phillips curve
d) Institutions of money and capital market.
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