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Notes: 1.  All questions are compulsory.
2. Figures to the right indicate full marks.

1. What is demand for money? Explain classical approach to demand for money. 16
OR

Explain Patinkin’s real balance effect mode of demand for money.

2. What is rate of interest? Explain classical theory of interest with its critics. 16
OR

Explain Keynesian theory of interest with liquidity trap in detail.
3. Short answer any two. 16
a) What is inflation? Explain effects of inflation in developing economies.
b) Explain convergent and divergence of inflationary gap.
c) Explain demand pull and cost push inflation with major difference.
d) Describe importance of rational expectations policy to control inflation.
4, Short answer any two. 16
a) What is trade cycle? Explain super multiplier principle.
b) Explain Hick’s theory of trade cycle.
c) Explain Kaldor model of trade cycle theory.
d) What is capital market? Explain instruments of capital market.
5. Very short answer (all questions are compulsory). 16
a) Describe LM Curve.
b) Nominal and real interest rates.
¢) Phillips Curve.

d) Instruments of money market.
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