
1- a) Encircle the correct answer:           1x4 

i) Changes in growth rate of  money shifts: 

a) Aggregate Supp ly C urve     b ) IS Curve 

c) Aggregate Demand Cu rve    d ) None of these 

ii) Change in p rice level in AD-AS model: 

a) Sh ifts AD curve      b) Sh ifts su pply  curve 

c) Mo vemen t a lon g the curves     d) Creates no effects  

iii) If MPS = 0.2  and  income tax rate is 0.20 (t = 0.20) the tax multiplier is 

a) App. 2   b) App . 1.5   c) App. -2   d) App . -1 

iv) Percentage rate of increase in  gen eral pr ice level is called 

a) In flation rate     b ) Aggregate deman d 

c) Aggregate supp ly     d ) Total investment 

b) Encircle true or fa lse.     1x8 

i) Wage-p rice flexibility imp lies that 
Aggregate Demand C urve is vertical.  TRUE / FALSE 
 

ii) Su m value o f all go ods and services pro duced 
by factors of p roduction equals sum of their 
 income in two -sector eco nomy.   TRUE / FALSE 
 

iii) A decrease in disposab le income causes 
a decrease in  inv estmen t.    TRUE / FALSE 
 

iv) Outpu t is in equilib rium if unplan ned inventories 

are zero.     TRUE / FALSE 
 

v) According to  mo netarists money demand is 

interest inelastic.    TRUE / FALSE 
 

v i) In creasing retu rns to scale in Co bb-Doug las 

produ ction function requires (á+â) = 1.  TRUE / FALSE 
 

vii) Neutrality of money implies that changes in money 
cause changes in prices only .     TRUE / FALSE 

 
viii) There is no d ifferen ce between balance of 

trade and b alance o f payments.    TRUE / FALSE 

 
c) Fill in the blanks meaningfully :     1x4 

i) In dex  that measures the ___ ____ ______ __a fixed basket of g oods and services is called __ _____ _____ _. 

ii) According to  fiscalists, _ ______ ____ _____ _ is more effective in case of  ____ ______ ____ _____ ____. 

iii) Exp ansionary fiscal policy increases _ _____ _____ ____ wh ile reduces the level o f ____ _____ ____ _____. 

iv) IS Curve shows the p oints at which __ _____ _____ _____  is in ____ _____ ______ ____. 

Time Allowed
Max. Marks

:
:

35 Minutes
32

Roll No:

   in words:(Economics)
(M.A/M.Sc Part-I)

Macro Economic Theory

Time Allowed: 35 Minutes     (OBJECTIVE PART)                   Max. Marks: 32 Sign of
Supdent.

Cutting, Overwriting, Erasing, Fluid painting and use of Lead Pencil will earn no marks. 
Write answer of the Question No.1 and 2 on this sheet and handover it to the supervisory
staff of examination within first 35 minutes.

(Continued Overleaf)



2- Give short answers of the following questions:     2x8 

i) SEIGNORAGE. 

________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________ 

ii) MACRO ECONOMICS. 

____________________________________________________________________________________

__________________________________________________________________________________________

__________________________________________________________________________________________ 

iii) ADAPTIVE EXPECTATIONS. 

__________________________________________________________________________________________

__________________________________________________________________________________________

__________________________________________________________________________________________ 

iv) PIGOU EFFECT. 

__________________________________________________________________________________________

__________________________________________________________________________________________

__________________________________________________________________________________________ 

v) LABOUR MARKET. 

__________________________________________________________________________________________

_________________________________________________________________________________________________

__________________________________________________________________________________________ 

vi) TRADE BALANCE. 

__________________________________________________________________________________________

__________________________________________________________________________________________________

__________________________________________________________________________________________ 

vii) DEMAND FOR REAL BALANCE. 

__________________________________________________________________________________________

_________________________________________________________________________________________________

_________________________________________________________________________________________ 

viii) STEADY-STATE GROWTH RATE. 

__________________________________________________________________________________________

__________________________________________________________________________________________

__________________________________________________________________________________________ 
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SUBJECTIVE PART 

3-   a) Explain SOLOW GROWTH MODEL with Technological Progress.               9 
b) What is GOLDEN RULE LEVEL of Capital and Growth?                8 

 
 
 
 
 
4-   a) Trace out the Effects of Changes in Interest Rate on Money Supply.               8 

b) Explain QUANTITY THEORY of MONEY and compare Fisher, Cambridge and Keynesian versions of 
    the theory.                      9 

 
 
 
 
 
5-  What Policy Options are available to a country like Pakistan to face Stagflation?  

What are Effects of each option in Short and Long Period?               17 

 
 
 
 

6-  Explain PHILLIPS CURVE in the Short and Long Period. 
      Also explain Expectations-Augmented Phillips Curve?                17 
 
 
 
 
7- Explain the CIRCULAR FLOW of INCOME of Four-Sectors Economy.  
    Also explain the National Income Identities of this economy?               17 

 
 

 
 
8-   a) Discuss PERMANENT INCOME HYPOTHESIS of Consumption.               12 

b) What is RANDOM WALK MODEL of Consumption?                5 
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