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SECTION-A

1. Explain why the IS- curve slopes down and to the
right. | '

W%ISW-%ﬁﬁwﬁgﬁgmm‘%l

2. If the demand for money is independent of the interest

rate, is the LM-curve vertical or horizontal?

Hﬁﬂmaﬁwﬁrma%m%ﬁerM—aﬁW
o1 dftst B 27



3409 3

. What i ot ‘
3 at 1s the natural rate of unemployment? If the

la - force o .
bour force 18 150 million and the natural rate of

unemployment is 5% then find the natural level of
employment. ‘ ‘

Wﬁu@ﬁmmw%?uﬁmwwo fafera 2
R RTY R WFhiE | 5% 2 A AWR B W 7R
AT &)

4. Define aggregate demand. What are the determinants
of aggregate demand?

I A A qRARE W) wH ww w i =@ g

5. Define unemployment. Discuss the two principal costs

of unemployment.

o Fr 27 RWord # A W@ AN W FH B

6. Explain the relationship between the current, capital

- account and financial accounts.

Ty i s g R e e v e A s
Lo |

Explain the concept of J-curve.

J-9% 9t sguron & @ 1y
P.T.O.
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Section—B

[.  The following equations describe an economy (C, I, G

etc., as being measured in billions and i as a

percentage)

C = 0.8(1-0)Y
t=0.25

I =900-501
G =800

L =0.25Y - 62.5i

M/P = 500
(i) What is the equation that describes the IS-curve?
(11) Wﬁat is the general definition of IS-curve?

(ili) What is the equation that describes the LM-
curve?

(iv) What is the geﬁeral definition of the LM-curve?

(v) What are the equilibrium levels of income and

interest rate?

frfefad @i e e & aud &@ & (G LG
Wﬁﬁﬁﬁlﬁﬁﬂﬁ%aﬁ?iﬁm%mﬁ)
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C - 0.8(1-t)Y
t =0.25
I = 900 - 50i
G = 800

L = 0.25Y - 62.5i

M/P = 500
(i) IS—WETWER%WHWW%?
(i) IS-=F =it &M Rerer &t 27 |
(i) LM-a% T qUIF &R aiell GHIeT T 2 7
(iv) LM—W‘ﬁ AR QRIS R B 7
(v) 3@ (Y) 3R & ® (i) & Gqo &1 w1 87
2. What is the moheta‘ry policy? Does an increase in the

money supply have strong or weak effect when the

LM curve is steeper than normal?

ﬁﬁmﬁﬁw??WLM—wwﬁm;ﬁg

e Bl 2 4w O ¥ gfe @ avmw ar ey
UE Ugdr 27

P.T.O.
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3. Suppose that the markup of goods prices over marginal
cost 18 5% and that the wage sctting equation g

W = P(1-u), where u is the unemployment rate.

() What is the real wage, as determmed by the

price-setting equation?
(1) What is the natural rate of unemployment?

(i) Suppose that the markup of the prices over costs
increases to 10%. What happens to the nature

rate of unemployment? Explain the logic behind

your answer.

Wm%mﬁ'mwwaﬁaﬁﬁmwms%
%aﬁzvﬁrdﬁ AT gfier w = P(1—u)% T u SASET

Bl

(i) = - Fuio @@ grr Fuie arafds wod =
27

(i) S & AEfE W R 87

(iii) w1 fo fF ame & st A & wsw 10%
q% §g O 31 AN Y WFR R w0 B 87
I I B NP d@ wWee &
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4. (a) Derive aggregate supply relationship with the help

of wage sctting and price setting relations.

(b) Explain the concept of crowding out effect with

the help of the IS-LM framework.

(37) W - FRulkor ik @re - FRufeor gaelfl & wsmer &
T -qfd dqY GgeaT @)
(¥) IS-LM 2@ &t Weg ¥ wSfT HST UNE & AFURon

F ARAT TR

What are the short-run and medium-run effects of an

n

¢xpansionary monetary policy (one-time increase
in the nominal money supply), using the AD-AS

framework.

Wm-miﬁaﬁwmm@m@m
TR (A 2 9 A v R afy) @ e ok
AHAFTAT qorq aqp 7

What does the traditional Phillips-curve show? How
does the Cxpectations-augmented Philips curve from

the traditional Phillips curve?

P.T.O.
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qRaRe sl - ag aur anten B7 uwafw fhferm aw @
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7. (i) Discuss the components of balance of payment.

(1) Explain the concept of purchasing power parity.
(i) Ya= dqe= & °UcHhl &t g9l i

(i) g ol G9aT 1 ATURIT & FHET
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4. Answers may be written cither in [ inglish or Hindi:
but the same medium should be used throughout the
paper.
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SECTION-A

1.  What is the crowding-out effect?

F3fE HEE uvE aar R7
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(3]

Why does the 1S curve have o negative slope? Explain

diagrmnmn(icnlly,

IS 9% 1 Honers o @l Alar 27 @ A awemz)

Under what circumstances might the LM curve be

horizontal?
LM-3% &7 Rufqa 3 8w & 9o 27

Explain the concept of wage-setting relation and price-

setting relation (Diagrams are required)

L] - FUor qay AR FE - Fufor g9y @ smumor 9
e FwWO(FE JEaEE )

Discuss the concept of neutrality of money.

AT Fl qeAAAT d HGUROT WGl |

P.T.O.
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6. Explain the concept of the J-curve.

J-a@ @) SAURUN @l el @i |

Explain the relationship between the current, capital

and financial accounts.

T T AR G W R o @ P A Eww e
F

SECTION-B

1. How and why do the income and interest sensitivities
of the demand for real balances affect the slope of

the LM curve? Diagrammatically explain.

ArAtaF A Ofdr &1 WET S 3 3R ST gAeuerdr Yot
TFH & A d DY AR T aWifad & 27 @A ¥

A HEARY|
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2. (i) What is the crowding-out effect? Can crowding

out effect be avoided?

(ii) Explain the impact of an 1Increase in

unemployment benefits on labour market

equilibrium.
(i) am@ﬁmmm%? T HISRA FSC TG A
FEaRAT S ol bl 27 ‘

(ii) mwaﬁaﬁrw%ﬁmﬁrmiqﬁfémﬁ
R FHfT

3.  Suppose you have the following information about a

two-sector close economy :—
C = 2000 + 0.75Y

[ =1200 — 24i

L =0.25Y - 151

M/P = 2910

Drive the equations of IS and LM curves and find
out the equilibrium values of income and rate of

interest.
P.T.O.
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A S S Gt A - A de AT AN
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C = 2000 + 0.75Y
[ = 1200 - 24i

L =0.25Y - 15i
M/P = 2910

IS 3R LM Tl & Tliehtvl Y e &% 3R 1 3k ey
T & FIAT A H G A

(a) How does an increase in unemployment
benefits lead to an increase in the natural rate of

unemployment?

(b) What are the short run and medjum run effects
of an expansionary monetary policy (one time
increase in nominal money supply), using AD-AS

framework.

(1) Rl T ¥ g A R A e 7 A T
A 27
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Explain the concept of the expectations-augmented
Phillips curve. What are the shifting factors of the

Philips curve?

T - el o o o smumom & mwen =¥

TR T B R @ wRe s 27

What are the components to be included in the balance

of payment of a country?

ol 20 & e w3 Wi fre WY 9 Tew o
¥ 27

Explain the following concepts :—
(a) Nominal and Real exchange rate.

(b) How exchange rates are determined : A Supply-

and-Demand Analysis.

P.T.O.
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1

. State whether the following statements are True or False. Give reasons for your answer.

(i) Consider a simple regression model estimated using OLS. It is known that the
Explained Sum of Squares is 75% higher than the Residual Sum of Squares.
- This implies that more than 75% of the total variation in the dependent variable
is explained by the variation in the explanatory variable. | -
- (ii) In a simple regression model estimated using OLS, the residuals (ei) are such
that & = 0 and &2 = 0.

PTO.
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(iii) The OLS estimate of slope cocfficient of regressing Y on X is same a$ that of
regressing X on Y,

2
(iv) In a linear regression nYy = fiy + f1,X; + u; the measure of goodness of fit R

was estimated as 0.70. The p — value of the slope coefficient is 0.578. The

coeflicient is statistically significant since X explains 70% of variation in Y.
(V) If X and Y are related to cach other by the equation: Y =2 + 0.5 X, the

correlation coefficient between them i1 0.5, (5%3515)

| gaee B ReaRQT dudA @@ 8 AT Il HIR T F FHT Eaid

ki)mWﬂmmaﬁmﬁﬂwmmmﬁfgaWW
ﬁﬁmmm%ﬁ?mﬁaﬁaﬂmmﬂwm*mﬁm%m
?lmmﬂg%%aﬂ%mﬁgﬂﬁxﬁmw%%ﬁm
UTETTRS W # RewTdl @RI WHSATT AT €

(fi)ﬁmmmmwﬁawmwmﬁfWﬁ,m
(e) X & B e=0 ¥aT &2 =0l |

()X 9T ST Y & ao qOnE 1 OLS e @d & S Y o g X

F 8 | |
()T T TR InY, = By + By X + u  HTESA Avear RY F1 AT 070 %
w7 F yeEed BT I ATl ge qoms &1 - A 0.578 LT

mﬁvmﬁmﬁ%mﬁx,vﬁm%mﬁmm%s
(v)aﬁxﬁrqua%#ammz@mmang=2+o.s X, 3% §I9
Fggey aonF 0.5 &l (5x3=15)

2. A researcher obtained the following results for determining the relation between
school dropout rates of a district (% of class V students who drop out of school) in India
and district’s per capita income, district’s expenditure on education and a dummy variable

D_partyABC =1 if political party ABC was in power,=0 otherwise. 215 districts were
included in this study.

District’s
Model | Intercept | Per capita o
expenditureon | D _partyABC )
i Income{X1) education(X3) (X4) R TSS
1.422 -0.231 -0.379 0.002
1 (876) | (.058) (.14) o001y |99
0.442 0.115 | “"
2 (.561) . (.045) N 0.8952
p values are reported in the parentheses
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(1) What are a priori expected sign of the coefficient of district’s expenditure on
education and why? What is the p value of this coefficient in model#1?
(i) An opposition party XYZ claims that wherever party ABC comes Lo powcr,

school drop- out rates increase. Is this a valid claim?

(iii) Test the hypothesis Ho: Ba=0 & B4=0?

(iv) Calculate R? for model #2. Will this be greater than the R? for modelfl 1 and
why? ,

(Vi) To test for heteroscedasticity, the researcher conducted a Glejser test for model #1 and
obtained the p value to be 0.04. What can you conclude about the absence of
heteroscedasticity? (5%3=15)

2.wem#mﬁwmaﬁwmmﬁaﬂmﬂv%mw%
S e o3 A ¥) AR B A oY cafFa g, Ren w O & @d AR o A
T D_PartyABC =1 If& Uafas g vy Tar &1 o,

= 0 J=gur

¥ 4o wey AURa & & R Pefafaa oRom gea B | 3@ emad #
215 ot # nfAw R o

| e | WY afa | e W e W
e D B
( AT (Xs) T (Xa) —p‘('x“:')A Cl rz |Tss
1.422 -0.231 -0.379 0.002
| 0.442 0.115 |
L2 | (561 (.045) , 0.8952

p HIT F3F H Fe 7§

(i) Rrer W B & oy & e & ufAE iR dhd Far § MR A
Fizd #1 # @ qONF F p A FT ¢

(u)va;faqmaaxvzwararai%agraﬁmﬁmcﬂmﬁma el
B arelt Y T dg S g1 FAT TE TH Y I 67

(ili) TR Ho: B3=0 & B4=0 31 GI&ToT R |

(iv)n‘fga#2$ﬁv(ﬁ2)£rmﬁﬁmwagnﬁa#1a:(ﬁz)ﬁa-lﬁm
g T #4617

PT.0.
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(v) Roadifaidar 1 qlieror ot & Rw, suwd & A #1 ¥ AT T
mmmpmo.MWMIﬁwﬁﬁmﬁaﬂqﬁuﬁ$3ﬁ
A a9 w1 ey Raar ged §2 (5%3=15)

3. Supp.o'se demand for Brazilian coffee in country Rico is a function of the real price of
Brazdl‘an coffee (Pic), real price of tea (Py) and real disposable income (Yq) in Rico. Suppose
following results were obtained by running the implied regression:

Coffee = 9.1+ 7.8 Py, + 2.4P, + 0.0035Y,
t= (0.5) (2.0) (3.5)
R?=0.60 N=25
(i) Interpret the slope coefficients. Are the signs in accordance with economic theory?
(ii) Do you think that the equation suffers from some problem? What could be the nature
of the problem? ‘

(iif) What are in general the consequences of problem if any detected in part (ii)?
(iv) Suppose the researcher drops Py and run the following regression

Coffee = 9.3 + 2.6P, + 0.0036Y,

t= (2.6) (4.0)
R?=0.61 N=25
£
Has the researcher made the correct decision in dropping Py from th; équation? Explain.
(v) Do you think that Brazilian coffee in Rico is price inelastic? Why/Why not? (5x3=15)
3. A AT B DY &ur F FTNAAS FE £ [ g FE A aeataw
HFAT (Ppe), T & aredfasd FrAa (Py) I I A TFaas 50T 3T (Yo) F7
Fad 1 AT dforw RAfgd yfdess gaet Reafaf@a aRoms wieg fee o
Coffee = 9.1 + 7.8 Py, + 2.4P, + 0.0035Y,
t= 05 (.0 (3.5)
R%=0.60 N=25
(i) arer ot Hr carEar HfFw| FT THd NS Wl & HFER &7
(i) 71 319 @ § B gAeRor F Fo FAET §? FAE & I F74E
(i) TR s (i) F R geer & gar 99dr § @ §AT R W3S 14
o g 87
(V)FTT T 5 MFAT Py 1 BV 24T & 3N Pefda wiaesa gamar ¥
Coffee = 9.3 + 2.6P; + 0.0036Y
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t= 2.6) (4.0)
| R?=0.59 N=25
FT NUFAT ¥ PBC Y GHiaor A ger o1 Fér Forey o &7 sarear i)

(V) T AISH! oTar & @ Ray & gronfags sidr @ frad seagr 32 &4f, Fat
CK (5%3=15)

4. An NGO has performed a regression analysis to determine whether divorce rates affect

suicide rates (Si) in a country. The NGO used data for 40 countries for the year 2010 and
obtained the following results using OLS

Si = 22.33 - 0.0237HDI + 532.45!nGDPper capita + 0.0056 Divorce Rates
(0.0034)  (-.019) | (0.15) | (.05)
Where Si is the number of suicides per million population in a country in the year 2019
HDI is the Human development index ranging from 0 fo 100
GDP per capita is Gross domestic product per capité (in$)
Divorce Rates is number of divorces per million population in a country in the year 20 19

(i) Why did not the NGO use only divorce rate as an explanatory variable? What would be
the properties of OLS estimator of the coefficient of divorce rate in such a regression?

(ii) Given GDP has an exact relation with HDI where HDI = (GDP per capita*Literacy
Rates*Life Expectancy)', wili perfect multl-collmearlty be a problem in the above
regression? |

(iii)Interpret the coefficients of In GDP per capita and Divorce rates.

(iv)Suppose NGO only examines the impact of divorce rates on suicide rates and run the
following regression: S; = f; + B, DivorceRates; + &; . Show that f3; is an efficient
estimator. ’

(v) The NGO also ran a time series regression for one specnfic country for a period of 35
years and obtained the following results.

S:= 10.433-.047 HDI; + 343.45 In GDP per capita; + .0002 Divorce Rates;
Durbin Watson d=2.03

What can be inferred about the presehce of AR(1) from these results? (5%x3=15)
4. T TASNY 3 Ig AURA FE & Qv vw sfoeee Rrawor R § & qers
& ex fREY & & HeART &X (VHIATS) Y wHIfda ST § AT AET| Teeha & ay
2010 % faw 40 it & 31 & I FA IR NweTH FITAT FI §C
S; = 22.33 - 0.0237HDI + 532.45InGDPper capita + 0.0056 Divorce Rates
(0.0034)  (-019) (0.15) (.05)

PTO
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TET Si = a¥ 2019 F ARN o A ufy Mfyge ST 9T eHgeary f HEA
g

HDI 0 & 100 d& &7 Are1a A&y Yaaia
ofd safdq wed W 3ewre ufy cafda wwer adq scure (5 #) #
qeT ) T A 2019 3 Rl Aur ¥ wfy Mt swerear W adw § GC

(i) TN ¥ MRS W ¥ ®G F Fad ddE d & F1 ITAT FAT AL
W@mwﬁmatahma:mmm%@m
gra? |

(ii) R 1w NAN &7 vadang F @ vE @l dey & o waEmg = (ShEd
v T » ARRar & o e gearm ', sRed yfqess A7 9O 98-
THTIAT TH FHET grf?

(ii)in GDP 9f =af@d 3R dem & & uniat $1 sarear Ff0]

(V) A= AT TN Fae T Q& W AF a3t F gHG F AT A
t IR P=ofea yfaese e & Si=5’1 + B,DivorceRates; + ;| f&@ET
B2 TF T HeHAIH gl

(v) Tes3t 35 @t A1 3afY & fav v Rfe & ¥ v o F97 g@en

gfaeas & garr 3R Refaf@a oRoma grcg &
St= 10.433-.047 HDI; + 343.45 In GDP per capita, + .0002 Divorce Rates;

Durbin Watson d=2.03

sﬂqﬁvn;ﬁﬁARu)@rwﬁaﬁasaﬁﬁma@mmmm%?
(5%3=15)

5. Data is available on per unit cost (Y in Rs) of a manufacturing firm over a 20-year period,
and index of its output (X). Following results were obtained:

f, = 10.522 ~ 0.175X, + 0.000895X
t= (14.3) (-9.7) (7.8)
RZ=0.978 TSS=5700

(i) Interpret the signs of the two slope coefficients in the above regression.
(ii) At what level of output will the average cost function be minimum?
(iii) Compute adjusted R2. Is adjusted R® always less than R*? Justify your answer.

(iv) Test that the variance of per unit cost (6%y) over this 20 year period=20 against
not equal to 20. Use 5% level of significance.
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(v) Would your answer remain the same if a 95% confidence interval is constructed

to test the same hypothesis? Construct the interval and justify your ansvger3 -
(5x

5. 20mﬁaaﬁﬁwﬁmw¢#aﬁrqﬁqﬁzmwmmmm
IMITE (X) & Fadid W Ber 3uerey §| frfaf@d aRkom gred g

. = 10.522 — 0.175X, + 0.000895X

t= (143) (-9.7) (7.8)

R?=0978 TSS=5700

(i)mmﬁamwamﬁmmm
(ii) 3 & P TR 9 AT AR el T eTAH BEN?
(ifl) ARG R2 &Y e AT | Fr FARSE R? gA9T R? @ A gl
£? A Fa F AR wfea Hifew)
(qv)qﬂmﬁm%svzoﬁﬁaﬁﬁqﬁsmém(&y)mﬁw
20 ¥ TR & Tavey fF 95 20 ¥ ST AG 81 5% TR & HAecd H
g HfAT
(v)uﬁmqﬁquﬂmmé?mss% ﬁaammmrﬁaﬁ
T ST ¥, @) FAT HYHT IAT qE Wa? Ao H WA FST HR
U I A gie T | | (5x3=15)
6. The amount of loan (Li in lakhs) that is sanctioned by a bank to an applicant is regressed on
Gender (Dummy for Male: D_Male=1 if male, 0 otherwise), Credit Score (Ci higher values

indicate good credit history), Income of (Inc; in lakh Rupees) and education level (Edi in years)
of the applicant for a sample of 45 applicants

InL; = 4.999 — 0.0038D_Male; + 0.043C; + 1.0621ninci + 0.998Ed;
R2=0.6541

(i) What are the likely consequences on the results of the Gauss Markov theorem if it is
found that income and education have a high correlation coefficient of 0.88?

(i) Interpret the coefficient of D_Male.

(iii)Test for overall goodness of fit of this regression.

(iv)The value of the test statistic of the White’s General test was found to be 9.69. What is
the distribution of this test statistic? What are the null and alternative hypotheses of this
test? What can you conclude about the presence of heteroscedasticity. based on the
above information given squares and cross products of expfanatory variables were
included in the auxiliary regression?

(v) What could be the possible remedy of the problem if heteroscedasticity is indeed
present? Assume that error variances are unknown. (3x5=15)

- PTO.
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6. %1 & TRY (L 1@ #) S v &% @ UF IAGF B w@hper A o B, AT
(Y & fAT 57 D_Male = 1 afy qxw, 0 3=7am), HfRe TR (Ci Foa AT IS
H3T sfagr &1 wFa & §), I 45 IEH F AN F AV IdEF (A
9T #) 3R Newr &1 (ED, avt #)
InL; = 4.999 ~ 0.0038D_Male, + 0.043C, + 1.062InInc, + 0.998Ed,
R?=0.6541 | |

(i)mmqﬁu&qﬂmﬁwmqﬁmw%uﬁwmm%
%mmmmmwmgmo.ssg?

(i) D_Male & 3o+ &7 carear g

(iii)swqﬁzm:T#mm#rmméa:'ﬁmwﬁmﬁﬁm

(iv)msaaimmqﬂmé?mwaﬁmﬁﬂﬂm&sgwwwwmw
MWmmﬁwmﬂﬁmmsﬂrmmﬁm
§? IR AR & MR R Rrvwedfaar €1 3ufafy & o # 319 747
s et w9 €, RE v @it 3 carearens W & #E =gt @)
mﬁmﬁaﬁa%mmm

(v)uﬁ%mﬁﬁmamﬁ#bg%mmwwﬁamma
FHAT 0?7 A & B IR wwRor I F (3x5=15)

Q7. A real estate Company used housing sales data to estimate the effect that the pandemic
lockdown had on demand for sub-urban real estate ‘

[n¥, = —1.83 + 0,08D, — 0.91inX, + 0.55(D,InX,)

Where Y= Share of sub-urban housing deals during a month, X= price per square metre of
sub-urban real estate, t = time, '

D=1, if t is a lockdown month
=0, ift is not a lockdown month

All estimates are statistically significant at 5% level of significance.

(i) Write the regression functions for lockdown months and non- lockdown months.
(ii) How would you test the hypothesis that lockdown had no impact on price-elasticity
for sub-urban housing? ;
(ii)Rewrite the regression result if Dummy assignment is switched as below:
D.=0, if t is a lockdown month

o = Liftis not a lockdown month
(iv)Another investigator believes that the relationship between the two variables X and Y

isgivenby Y, = B, + B,X, + ¢,. Given a sample of n observations, the investigator
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estimates 3, by calculating it as the average value of Y divided by the average value
of X. Discuss the properties of this estimator. What difference would it make if it
could be assumed that 4, ~ 07

(v) What will be the consequence for the Gauss Markov theorem if there are errors in
measuring Y? (3x5=15)
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[nY, = ~1.83 + 0.08D, ~ 0.91InX, + 0.55(D,inX,)
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