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Section A

Answer any 8 (2 marks each)
Neutrality of money
Sources of liquidity
Cash reserve ratio
Explain the concept of credit creation
Discuss demand for and supply of high powered money
Discuss the Cambridge version of demand for money
Demand function for money in inventory model
Discuss the factors influencing the demand for money holding in Cambridge model
Lags in monetary policy and types
Monetary transmission mechanism in classical theory
Term structure of interest rates, how are they represented?
Various targets of monetary policy

8 x 2 (16)

Section B
Answer any 7 (5 marks each)
Discuss the various types of money and explain their merits and demerits
Discuss the role of high powered money in determining money supply
Explain money supply determination in an open economy
Explain the features of liquidity trap
What are major propositions of Friedman’s quantity theory of money?

Analyse the inventory theory approach to the transactions demand for money.
What is its relationship with the rate of interest?

Explain the expectations theory and how well it explains the three empirical
observations of the yield curve.
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Describe the liquidity premium approach to term structure of interest rate and how
well they explain the three empirical observations of the yield curve

Explain the segmented market theory and how well it explains the three empirical
observations of the yield curve

How money supply is managed in Indian Economy
7 x5 (35)

Section C
Answer any 2 (12 marks each)

Evaluate the mechanistic and behavioristic approach to money supply

Explain the quantity theory of money and also discuss how Friedman made
restatement to the theory.

Explain the goals, targets and indicators of monetary policy

What are various instruments of monetary policy in India? Discuss major trends in
monetary policy reforms in India during the post liberalization period

2 x 12 (24)



