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PART - A                                      
Answer any 5 questions 								2  5 = 10
1. What is the fundamental principle of classical economics?
2. State the psychological law of consumption.
3. What is the difference between adaptive expectation and rational expectation? 
4. Differentiate between Real and Nominal GNP.
5. Differentiate between autonomous investment and induced investment.
6. Find NDPFC from GDPMP.
7. State the random walk hypothesis.
PART – B
Answer any 2 questions 								5  2 = 10
8. Using Classical Theory, diagrammatically explain the effects of an increase in government spending.
9. Explain the Real Business Cycle Model.
10. Diagrammatically explain the the Phillips Curve.
PART – C
Answer any 2 questions 								15  2 = 30
11.  Bring out the implications of the Quantity Theory of Money through Fisher’s equation and the Cambridge equations.
12. Explain the various policy implications of classical theories in detail. Bring out these implications using diagrams.
13. Discuss the effectiveness of fiscal and monetary policy in the presence of liquidity trap.
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