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Note : This paper is of Seventy (70) marks divided into two

(02) Sections A and B. Attempt the questions contained

in these sections according to the detailed instructions

given therein. Candidates should limit their answer to

the questions on the given answer sheet. No additional

(B) answer sheet will be issued.
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SECTION–A/�������

(Long Answer Type Questions)/������� ������	� ����� �����

Note : Section 'A' contains Five (05) long answer type
questions of Nineteen (19) marks each. Learners are
required to answer any Two (02) questions only.

(2×19=38)
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1. Critically explain the quantity theory of money of Milton
Friedman.
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2. Explain the economic consequences of inflation. What
measures would you suggest to check inflationary pressures?
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3. How does the banking system creates credit money? Can
such money be created by an individual bank acting
independently?
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4. Explain the integration of real and monetary sectors with
the help of IS and LM curves.
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5. Describe the quantitative and qualitative credit control
methods of the central bank.
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SECTION–B/���������

(Short Answer Type Questions)/������ ������	� ����� �����

Note : Section 'B' contains Eight (08) short answer type
questions of Eight (08) marks each. Learners are required
to answer any Four (04) questions only. (4×8=32)
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1. Explain the significance of money in a planned economy.

������������"�#��%!"���������������-4%��
���������
��� 

2. What are the assumptions of Fisher's Quantity Theory of
money?
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3. Why is money demanded? Explain on the basis of objectives.
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4. What is meant by neutrality of money? What would be the
appropriate monetary policy for a less developed country?
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5. What is real balance effect and how is it different to Keynes
effect?
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6. Explain the concept of liquidity trap.
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7.  Explain the derivation of IS curve.
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8. What is the role of cash reserve ratio in creation of credit by
commercial banks?
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