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B. A. (HONS.) ECONOMICS
(BAECH)
Term-End Examination
December, 2025

BECC-109 : INTERMEDIATE MACRO
ECONOMICS-II

Time : 3 Hours Maximum Marks : 100

Note : Answer questions from all the Sections as

per instructions given in each Section.

Section—A

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

2X20=40

1. In the Harrod-Domar model, determine the
condition under which a steady growth rate
can be maintained. Explain why this growth

path is instable.
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2. Bring out the salient features of the life
cycle hypothesis using appropriate
diagrams. What are the limitations of the
above model ?

3. Bring out the salient features of Baumol-
Tobin model of transaction demand for
money.

4. What is a loss function ? Explain how the
Central Bank can use the loss function to

choose between growth and inflation.
Section—B

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

4x12=48

5. Through appropriate diagram and
equations, explain the relation between
Solow’s steady state growth and the Golden

rule level of capital.
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6. Discuss the implications of Ricardian theory
of equivalence.

7. Write a short note on the central ideas of the
real business cycle model.

8. Describe the motives behind holding
Iinventories by firms.

9. Using the concept of government budget
constraint, explain why debt stabilization is
necessary for the government.

10. In a two-period consumer optimisation
problem, explain the impact of a one-time
Increase in income on current consumption
and future consumption.

11. Discuss the Tobins’ ‘q’ theory on optimum
investment level by firms. In this context,
suppose ‘@¢° 1s less than unity, suggest
investment strategy for the firm.
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Section—C

12. Write short notes on any two of the following

in about 100 words each : 2%x6=12
(a) Concept of Knife-Edge problem

(b) Kuznets Secular Stagnation Hypothesis
(¢) Sources of economic growth

(d) Counter-cyclical fiscal measures
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