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Answer all questions. Time: 03 hours.

01. Briefly explain the lirllowing Macro Economics Concepts.

i. Inflation and dcflation

ii. Investmcnt Multiplicr

iii. Macro Economics Variables

iv. Good Market and Money Market

v. Say's [,au, ol'Market

vi. Autonomous Invcstment and Induced Investment

vii. Philips (lurvc

viii. Fiscal polio,

(2.5X8:20Marks)

Explain the Mzu'ginal efficiency of the capital?
(04 Marks)

Briefly explain the dcvelopment of Macroeconomic analysis.
(06 Marks)

List out thc N4zrcro economics objectives. Do you admit that these

objectives arc Interrelated among them? Give justifications for your

answers' 
(10 Marks)

03. (a) Briefly explain thc Milton Friedman Quantity theory of money.

(08 Marks)

(b) Discuss hricl)1, rhc Cambridge version of the quantity theory of money,

and cxplain ho'nv il cliffer from frsirer's approach.
(12 Marks)

02. (a)

(b)

(c )
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04.{a)--Whatis-meantay"Ke-ynsianRevaluatio-ri"

How do you differentiate the Cost push
inflation?

(07 Marks)

(c) Analyze the applicability of cost push inflation in the context of Sri Lanka.
(08 Marks)

a. The following details. despribe an open economy (Atl values are in million rupees)

Income 800

MPC 0.8

Budget deficit 30

(b)

05.

Import

Export

APS

Invesftnent

Tax

50

60

0.1

50

60

Calculate the following ., .

i. Equilibrium Level of income
(02 marks)

ii. Consurnption function

iii. Savingfirnction 
;::;

iv. Multiplier
(01 mark)

v. How much should Government spend to increase the Equilibrium level of
National income upto I0l0M

(0I mark)
vi. Calculate the impact oi a decrease in investnent by 50o/o oh the equilibrium

level ofincome
(01 mark)

(03 marks)
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b- The following equations are related with a closed economy without government
interference

l

( All data are in Million rupces)

Consumption firnction (C) = 100 + 0.8 y

Investment firnction (I) = 150 - 6r

Demand firnction of Money (L) :0.2y -2r

Money Supply : 150

Find out the following

i. IS equation
(02 marks)

ii' LMequation 
(02 marks)

iii. General Equilibrium level ofincome and rate of interest

(02 marks)
iv. Consumption and investnent in General Equilibrium level of income

(02 marks)
V; Draw IS, LM Curves in a graph

(02 marks)
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