AR,

| Assume people of the country expect mﬂatmn to be-

Explain® briefly the following concepts: - .

() Business fixed investment -

G Capite‘tl,‘accennti*-~.“ | 5 Sl Bl ;'3 .

'f"equal to 5 percent by the end of the 20th Century but

‘ ';-'1n‘~f_ac_t, prlces. rlse by 20 per_cent[over,these,ten,cﬁie‘cades.;

“Describe how this unexpectedly high inflation rate would
help or hurt the following :© - . -5

(/) . Firm that provides a -’ﬁxed"’nomi‘n‘al -pensien_:.When”

. the worker retires. .

(). A person taking out & mortgage in 1950 for 50

i yars. i
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“(a) “Suppose: during, the year the consumer price index rises -
* from 150 to’ 162 ‘and the nominal interest: rate s ¢
?,f;pifercem,.j ‘What will be the real interest rate ? g

i o (b) % Usmgthequantltytheory “:‘Of;“lﬁof!\"?y and the FjSh(e‘r i

© cquaton explain in deal how the rate of growh in
4 (c) ConSlder a loanable ' fundsmarketof an e’conomy._' The R .
'ffoliQWiﬁg."¢tjuati(;nv§.'fd‘eéc'rilx)éfthe_ economy g

e 250 + 0. 5 (v W e

1=1000 - 50 r
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’\ Find the equilibrium rate of interest and’ national

sa_vings.‘ D3

Now suppose the govemment reduces the taxes_v"vu;

| »f":’to 500 Compute by how much amount do the

to fall m the tax

-followmg ’ cha_nge .»:;;‘xdlsposable '1ncomev i

' »consumptlon mvestment and natlonal savmgs due,

I
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(a) | Explain how th’e natioha] wealth of a country can
| change ? O 3

() What is a rﬁoney _multipliér ?Suppo’se an economy has
a mo‘ne_tary basé ;Sf $ 20 rr_lillidn. ; Calculaté monéy supply '

in the following situations -

N0 All the mohey '. is held as..cjé‘mand | dépositS‘- and

bank_s\h_o'ld 20 pgréént of. theit c.le.po‘sitis:asreserves‘l,i
(i) " A’H thg 'mon'ey, .i.s".hel-’d "j"as.'l‘c':ufré-pc‘)f. ERl | £
- ey G), -'_-l.)eﬁne budget su‘rp]u%.i What‘doé's‘f n’eéatiyg l-)ud‘ggt' |
l 8 '$ﬁrplus means ? Explain” us~ing’ 'suitabll_e diagfafn. 3
- (@) EX;)lain-Athe ¢ffeét, .of 'i'ncfeasef in governn'ient'

pu‘rcha'sle on bUdget,'SUrp]us.,l_ SR .4

-
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