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B. A. (HONOURS) ECONOMICS

(BAECH)
Term-End Examination
June, 2026

BECC-106 : INTERMEDIATE MACRO

ECONOMICS—I

Time : 3 Hours Maximum Marks : 100

Note : Answer questions from all the Sections as

per instructions.

Section—A

Note: Answer any two questions from this
Section in about 500 words each.

2x20=40
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1. Explain the concept of adaptive expectations.
Describe how adaptive expectations can be
used to explain short run and long run
aggregate supply curve.

2. How effective is fiscal policy under fixed and
floating exchange rate regimes ? Explain
with the help of diagrams.

3. (a) State the assumptions of the Mundell-

Fleming model.

(b) Explain the equilibrium conditions for
Balance of Payments (BP) with the help
of IS-LM and BP curves. Under what
conditions does the BP curve shift ?

Why ?

4. Describe with diagrams  Dornbusch’s
overshooting model. @ What are its

implications ?
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Section—B

Note: Answer any four questions from this
Section in about 250 words each.

4X12=48

5. “The effectiveness of monetary policy

depends on the strength of transmission

)

mechanism.” Comment and explain the

transmission mechanism of monetary policy

with the help of a diagram.

6. Derive aggregate demand curve from IS-LM
model. What are the various factors that

shift the AD curve ?

7. Explain how the Nominal Equilibrium Wage
Rate (W) 1s determined in the labour market ?

8. Using IS-LM framework, explain the effect
of expansionary monetary policy on output

and prices in short run and medium run.

9. Differentiate between the following :
(a) Forward Contract and Future Contracts

(b) Nominal and Real Exchange Rates.
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10. Explain the asset market approach to

exchange rate determination.

11. Explain why the trade off between inflation
and unemployment may not be hold under

Rational Expectations ?

Section—C

12. Write short notes on any two of the following :
2x6=12
(a) Crowding Out Effect
(b) Policy Ineffectiveness Proposition

(c) Labour Force Participation Rate
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