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BEMHesignmont 2 
C. A compeibve eco nom 1s°e of govenment intesvention pould zesult in full employment. 

A. Nomina umqes are eual to expected wages, 
C. Theve is excess demand and the exchange zale aheuledise. 

AD. Trerast rate must Jlto 2ostse equilrbium in 
qoods maa Ket. 

D. Quaotitative Easing.

6D. Econemie neves displayed demand-detic ient 
unemployPment 
Negative ulajorship betuo eon inhation and onemployment. 

5Astrenathe B. Wea Ken 
C.Tntot.mahi on on job availablihy 

so8The velocity of cisculaion must have t llen 
1D. Impositon of indiect tax 

4A. Negative
138. Theve is a "trade -otfbetaeen jntleahon and

a 

unemployment in the short on. 

4C. An int lous et toriezn investment in eountry X. 

15 D. A contrachonay monetary policy 
16 D. Unilateal tsansiep

4 A. Full employment 



C. money plaut c neutral tole in modan economy 

19C. Ttanda ction and pre Ccubionasy 

ao A. Cvedit Money 

C 

24 cash udeie) + c velit money t othe dleposis 
22C. Debt Manager to the government 

23A. Open MarKet Operabions 
248.Tax cuts 
5 25 A. The extent to ohich investors Poe fer to Keep heir A 

assests in Cash hold ings 
26 6D. accumulatinq mone fe saving does not create 

deman d tor mene 
24 .Tocreases 
5K. 2016 

2) O. Dovish 

aD. Sette: educakion and training 

a8. Fall while impost values must zise 

38. The puschase o shaves in an Tndian ompany b oneg inveator s 

A. Fluctuae move than consumer expenditure 
3uA. Decrtase on d the do mastic money uppl ise 
96 C. Export values me cuAad in the domestic cunceey

wilincrease 

3 B High aks oq interesT axa dis coureg ing boroon 
34O. Psovisiun of intra structute 
3s C. Merge Policy 



fo 31A lo te ot inflatton means o demand fo 
abous and o in hort un this would incnase 
Pool of une mployed in divicduuls in the countr y 

and 

countr Pool of 

and so ue need to trace - off betuoeen inHahon and 

unemployment in Couny do we 
inlahen to a peciic re. Ako, os intahon s 

main main tain 

neettg pa poona b outh othe county s it 

itheeraLL emprical to main tuio o atandard 
amount. ntlaion to encourago q3both in tte esonvny 

40The demand for money eee to the desise to hol he l 
mone cthes then pending naoodls2 services 

tor the åame are 
mone 
The aaOns 

4Tansac tion modve-Mone sraauive od f conducbo 
transacbions People need to hotd mo ney beccuxe 

he ecieve money on on inesvas nst cotinuous he 
psecautionary mobve - Money can be hel a a 

Precawhon any untoseen events . Fot ea im 
m eap balances to uncestaio bes abou bmin9 

otheir reciepts paymens 
2peculaive motve - People 
ecuihe may hold money t buy these a latl 
dates they teel tha the paices wil ikely. 

oho uount o buy aleyt 

the
Exchange ate index is the ueisahted average

Ccane ae o a cuancy against al othe excan2e 
Cuuencies. We, e this mehyic fo deal ith the e 

cu Proollem ditteunf chen ge in pite a* 
to evU oThe Cudency 



i) s s developed countrs cepend oo developed countne 

fo expot o many neuw technoloqies 8othe 

alaedim impols. This ults in a .s ihuahen o 
negative balance Payment for the Les developed 

Countsies. Their toiegn exchange xeserved fall a a 

eult. i.e. demana t toriegn exchange encenda it 
|&Pply sul ing in hish exchange ate >Ao The 
euali bnum exchange oe 3 unfavoualsle for s 

develeped counie 

aThet hest e-stealwill haueeueT 
liqudry atteTheesta aut qreoej 

Co P TTon o depeits e thaa a people 
sete his etra depess allau ban bs teetae 
mee eet theetot ecRAss money3upp 

42The dizet eed inkt e s t ise sst of Cuant qoves omert orousing » seis cal tis cal 

nahona 
deRcit. Tt ill ise cof 

d 

naneing debt t the extent that debt has bean inaned finaned ohing ruke debt. Tegisset t mau ikely widen the tiscaldeicit initially since inerest ak se w(loo deuen the econom »e incytaAina 
overn mnt expen dit on ocia euiy 
dampeni n aovenment tax even ue. 



43Da) Public sectt detcit is the diAfan ce betwean 
Publicsectnz expendi'te und publie - secto eciept. 

n n general , the biage the deheit the areabR a 
be the growth in the money Auply. This is becaue be 
a lavpe fis-ed eptet encourg bo rouing hick a lavga 

wilin tum create mae aedit. 

b) A decyeae in non-bcun k sector holding n cash me 

coh base wlbe held ay depbis|| 
takey 

in bunks.This ex taa cash depmb culleus banks to 

Ceate mr Cecit 4 therapore inCcades moneyuppl 
) A tal in nationad income mecu people oill no 

rRaez pso po bion of 

uoant to hold mee money in hand atter than dpeneung| 

oinveating it 
ih deceasinn nco ma 

hold 

pecti onad COpe ur 

vaulu , cuan 
Hhes a fall in caetaneomë 

might Aee an Ppohunity to buy od the cuiuney 

a a heape roke2bold until the psrce incees , in 

twn inceasing demand et the cween 

Apecslaau 

The Ts cuve houws all posible ecaili bsium pesiron 
n the gpods mas ket , 

it led eacty what aad kake 

desiyed Jevel at 
inteest is a uivecd to achiee any 

out put 3 employment. The LM cuve ahows all combrabe 

inteayt xates and Levels incomne ch that he 

demand ot mone eyual to it 34Pr'y 



LM cuave 

eal 
tate 

e 
intetast 

TS cuve 

al ntional ircome (Y) 

The s Cmve sheu al r8 Y whoe goools maket is in 

elibrium 8 LM cuRe Ahou aY 's co he muney 

maket in equihbium, Both makeb oill be in 

euilibium when both. cve in texect. %o e 2 

ane ou equulibrum in fenest 2alen d nahonal inome 

as pectively. 

) Te price level Jises, LM cwve shipts dept. This s 

becuse People n eed mote money to py the hig h e 

Prices, bt he highea tosulting in terast des kowe? 

the demand mone. 
d 

M ce(shid) 

LM ce (ssial 

Ts cULe 

the interest ncrue t the nahional income 

decxcade due to incyee averag pnte evel 



i) F an expansio nar fis cal policy , the qovernm ent 

incyecue it expendi tune educey taxes, So his 

inc money Auppl. Ths shiPts the s cuve to 

the zigt 
mone 

M Cuve 

2 Ts cwne (neo > 

Ts uve (o'gin 

Ye 
om he aPh we eaun e2 that expan siona pcal 

polic incecses both inteust ea & naional income. polig 
45 expaas ot acods z - Ho+ 425 +8 S i 

bal ance trade in services = 6 5 185 = -20 

Lncome pauments Crm inuest mns) -175, 
Net inco me ows -35 

Cuvant accownt baance 95 
Capitd tinancial acceunt balane = +15, 

Yo this will come urnde 
cieved by he coun 8 ill come uunder ncom 

?hocept in 

Credit o moneyS 

eieve 

Cunt qccourg a {h3 un inuestmant 

(6) this oicome unde cupital ctount 
trandachons (net) as this s cedit cared mant A 6e 

will be Peed bac tmmeedialely. 

C)th3 is ae ehce done oside Irlias 

his wiI come unde expork qt eves mcunt 

aCcount. 



6 La bou maket kilos fo the aPPy* 

abou cohuein em ployms povide supely an 

employet povide demand 

eyuili brum unemplayment happens uoher he abe 

maKet is at eeuili bsivr, means jobs exit bt peeple 

unable unuoil hog to talke thejbs that existt. 

demaun 

Ths occus oben perple eave hei jo bs 8 tethese 

cohe aa mpeniy ueenemploypd ohie Joerkry fo 
neus job, Thaa ma be a change n economic muct 

due to change in demond patln, a Indusy man clacde 

t m ove èmplajes Ae wetk. Technelegrsad aduance- 
mens men meue an oasen here echo logy ap laleA 

human abor, ceir unemplymant. 

Diseulibrium unemploymant ohee dua to impehen 

minimum aeaus by govemet which mea 

thenaill be highox denand f jobs then tha upP'J: 

This mauy happen dua tb ncee in abour suPPy 
ithad an inceae iabeu demand. Ths unemply 
hs mauy 

an 
net mcuy also athibuk to bwined yde . rol efs hent mcu 
Atine oecem icn , unemploy nt eill be hgh due 

lo low abou demand 

rent amncy value changes oouled aduee tek 

trae inestmuks by creotin unce tainhy le ba 

Con idence 
0feX mas ket, The centy benk's in tervenhon 

ill rasult in ahits n denand Bhupply 
Cubve 8 he desired eclansg a csould be ossaod 

t cold bay s the domestic cuoy d 

BC) 30 million sue ply »C#) 10m deprut H) -4O milion 
Hhe counb does nst have f tlexible enhang e. 
hich incdicae centsal bank j has been puchas awenont 
|e cun dedde th fam eny decre h eticial saeves 
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