
pages number;d 1 drrough 2'f i \ lso check that the

AiOf  .  Br ing any miss ing pagcs to  the at tent ion of  the

r r r  i g i l l t t t t l ' .

.  ' l ' l r i s  p l r r . t  0 l . t l r c  cx l t r t t i l t l t t i r t t ' r  c0 t l s is ts  o f  20  rn t r l t ip le ' -c l ro icc  t l t i cs t i0 t ts '  [ i l t c l t  c l t t cs t io t t

i s  t i r l i o rvc r l  L ry  foLr r  poss ib lc  a l l swcrs ,  one o f  w5 ic5  is  c . t ' t c t t  l ' t l i cn tc  thc  co l - rcc t

answcr  on  thc  bubb le-shec t '  NOT on th is  book le t '

I  ns t  r t t  c t  i ons :
. Ir irst chcck that this booklet has

b01lotn of  cvcrY Pagc is  markcd

. Eaclr corrcct choice wil l  earn you 1

incot ' t ' t 'c l  c l t t l icc.  I l '  \ ' t . l t t  s l t l t t lc  t t t l t tc

gct 0 for that qtrcstion.

PART I :  Onc 'mark  qucs t i< tns

mark. Horvcver, r 'ott u' i l l  lose 1/3 mark for each

o f  t l r c  t r t r h t l l c s  o l  l l l ( ) l ( '  l l t l t t l  t r l l c  h t t l r l r l c '  vo t r  r v i l l

You rn l tv  bcgi t t  norv.  Good luck.

I Consider a consumer having a utility function tJ=2x+)'tvhcre 'r and 1' a.re two

conrmodi t ics .  Supposc that ihc pr ice of  x^ndy are both Rs.  5  cach and the

conslrmcr's income is Rs, 1C0. In equii ibrium, the consuiner rvi l l  consume the bundle

( a )  (  1 0 . 1 0 )
(b)  (0 .20)
(c)  (20,0)
(d)  none of  thc abovc

2. With qr.rantity of r on the horizontal axis, the Engei curve for commodity x

corlcsponding to the uti l i ty function l f ,=y+flx) wil l  be

(a) a raY through the origin
(b) a vertical line
(c) a horizontal l ine
(d) a curve with an inflexion Point

has a fixed coefficient technology Q=Min(2K' 3L)' rvhere Q is

are th.e inputs, At equilibrium

i t r r lc tc t ' t t t i t tn tc

4. A rnonopolist wil l  never produce a quantity rvhere the pricc elasticity of demand is

i r t c l l r s l i c  bcca t t sc :
(a)  P > MC in such a case
(b) MR > MC in such a case
(c) MR < 0 in such a case
( d l  P < A T C i n s u c h a c a s e

3. Suppose a Producer
outpLrt and K and L

(a) K=L
. (b) K=(312)L

(c)  K=(2/3) l -
( t l )  K r t t t l L i r r c
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5, In the f igure belog'g,hen the budget l ine (drawn in bold) was originally 5F + 10 c =

200, Anita purchased 30 units of F and 5 units of C' At two late r dates' I ines i  i  )  Irtd

(2) were the UuOlet lines, Anita had the same preferences in all three instances' As a

rational consumer, which ma-rket baskets mighi she have purchased at the later dlrtes?

6

7 .

(a) A, B
(b )  A ,  D
(c)  IJ ,  c
(d) c, I)

Clorhing, (C)

original budget I ine

d  |  / r \

f  o o a  ( t ' )

Nr \ l l l L I  in rp l i cs
( ; . r )  t l r c  t t t t c t t tp l t rY t t l c l l t  r i l ( c  i s  zc ro

(b) int lat ion is cor lstal l l

i .  j  ttt. ratc of growth of rcal CDP is constant

(d) none of the above

I p  ug  ( )pc r t  gg111191 ) l ) ' r v i t I  l l c t ' [ c c t  cap i t l r l  r l l ob i l i f y  a l d  f i x cd  cxc l ra t t gc  r l t t cs '  l t t t  opc t t

rnu 'kct  oPct 'a t ior t  rv i l l

(a) increase oulPLIl and reduce interest rate

(b) incrcase the rttoneY suPPlY

(c) iolver the trade deficit

ioi .r,'*g, the composition of the monetary base

If a person is a borrotver' a rise'in the interest rate will

(a) alwaYs reduce bonowng
8 .
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(b) always increase bonowing
(c) could increase bonolving depending on

substitut ion effects.
(cl) nonc of thc abovc.

the relative strengths of income and

.q Thc .I-cttrve suggests that the effect of an

t r i t t l c  b r lancc  is  to :
(a) irnProve it in the short tun

(b) worsen it in the short run
(c) leave it unchanged
(d) imProve it in the long run'

appreciation of thc exchange rate on

10. lJnclcr classical supply conclit ions, a fiscal expansion
(a) only raises the price level and the interest rate

(b) cxpancls supply at constant prices
(c) cxpancls suppiy at rising prices

iO) t.ou.t both iupply and price level unchanged

l l .Cons ider the fo l lo rv ing func t ions / :  f r -+g t , rvhere  9 t  denotes theseto f  rea l

numbers. Which of t ire follorvin-q functions is quasi-convex?
2( a )  / ( r )  = . t

(b),(r) = cos 'r
( c )  / ( - t )  =  c - *
(d)  / ( . r ' )  =r ' '  i l  . t l0 ; / ( . t )  =  0 i f  ' r  =  0

12. Considc r annx n matrix A with realentries. I f  matrix B is clcrived by adding the f irst

column of A to the iast column of A, then
(a)  dct  A < dct  B
(b)  detA > det  B
(c) tlct 11 = <lct B
(rlj the sign of det A is the opposite of the sign of det B

l. i .  C_-. 'sir lcr.a str ict ly <.lccrensing (i .e.,.r > y implics,(,r) 1. lLr ')) 
irnt l  t l i ( ' fcrcntinblc

iun.iion 1: 9l -r gt , where 9t dinotes the set oi real numbers. Denotc the derivative of /

irt .r e fr by D.llx). Which of thc following may be true about/

(a) D(.r-) > 0 for somex e !t
'  

1 l r )  / ) / ( r  )  '  ( )  l i r l  s o t t t c . r '  r '  9 i

( t  / ) / (  r )  . . 0  l i l t  c vc t ' v . t  r , ,  ( r t .  l ' )  r v l t c t ' c  r l  <  / r

tc l )  1) / ( . r )  > 0 for  cvcrY;  e 9 i

14. If  the statement.,There exists a legislature and aparty such that every legislator in

that party pays raxes" is false, then which of the foliowing statemcnts must be true?

(a) In cvery legislature and every party, all legislators do not Pa), taxes.

(h)  ' l ' l rc lc  cx is ts  a lcg is la turc  sr rCl r  that  cvcry lcg is la tor  in  cvcrY par ty  docs not  pay

taxcs.
(c)  l r r  cvcry lcg is l l l t t rc ,  t l tc rc  cx is ts  n pf l r ty  nnc l  a  lcg is ln to l  i l l  thnt  pnr ty  rv l to  c locs

the
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n o t p a y t u x c s .  .  _ ,  ^
(d) In every legislaturc anri every palty, t l iere exists a legislator who docs l lot Pay

taxes.

15.  I f l :  9 i "  -+! l  is  t rv ice dr f lbrent iab le,  concave and homogeneous of  deg|cc l '  t i lc r t

t hc  I l css i l r r l  t t t i t t t ' i x  o l ' /  i s

( a . t  r r c g l t i v c  t l c I  t t r l l c
(b)  Posi t ive del ' in i tc
( r ' )  s i r t l " t r l l t t

1 i l  )  t t t l t t - . r t t l q r t  I ' r t

16, Consider an expcrinrenr in which f ive f ibers having different lengths are st lbjectinq t 'r

r rc,sring proccss to lcrutr u'hic5 f iU.r * i ir  break f ir i t '  The lengths of the f ivc f ibeLs at 'c

l  i t r e l r ,  l  i t r t ' l t t ' s ' . ' l  i r r t ' l t c s " l  i r t c l t c s  i t t t t l  ' 5  i r t c l t c s '  s t t p l l t l s c  l l t c  p t o l r i t l r i l i l \ ' l l r r t l  r t t t V

f iber wi i l  bc t l rc l i rst  to brcal i  is ploport iol)al  to thc length ol  t l t i l t  t ibcr. , l ' l te

probabil i ty rf. ,ar t ir . ' i , igrh of t fre'f iUlr i trat breaks f irst is not I 'norc tha.3 irtc'cs is:

(a)  3 /5
(b)  2 t5
(c)  1 /3
(d)  2 /3

17. Which ol thc iol lowr'g staternents is WRONG: A probabil i ty clcnsity I 'urtct io^ l(x t

(a) can be used to r-nodel a continuous variable

(b) inregratcs to I over the range of x

(c) incrcases steacii lY from 0 to I

(d) must be greater than or equal to 0 ovcr the range of x

l s . A p r i n r u y s c h o o l h a s 6 c l a s s e s , n u m b e r e d f r o m l t o 6 ' C l a s s l h a s t w i c e s s m a l ] y
students as each of the other classe' '  wrt" i '  tr te probabil i ty that a randorrly sclectcd

studettt is fronr alr or'Jci-trutnbered class?

(a )  i 0 /21
(b)  3/7
(c)  8 l2 l
(d) 4t7

19. A uaffic Iight on lhe way to the University'- 
ot"f .Uil ity-of getting a red l ight (i) 2 days

(a)  ( i )  0 .16 ;  ( i i )  0 '20
(b)  ( i )  0 '1 ( r ;  ( i i )  0 '29
(c) ( i )  0 '?.a;  ( i i )  O' le
(d) none of the above

is rcd 40Vo of the t ime' What's the

in a row; ( i i)  any 2 out of 3 daYs'

coins are tossed' The variance of Y- is

20. t*tY den3te the nunlber of heads obtained when 3

(a)  5.5
(b)  7 '0
(c )  7 '5
(d )  8 ,0
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PART II :  Trvo'mark qucst ions

I  r rs  I  t ' t t  c l  i t l l t s :

.  ' l ' l t i s  
1 r : r r l  p f  l l r c  c r l t t t t i t t r t t io t l  c r l t t s is ts  o f  40  mrr l f  ip lc -c l ro icc  q t rcs t io r ts l l lnc l r  q r res t ion

is [6l l t l rvct l  bV I '6t tr  prossiblc nl lswel 'S, one of rvhicI  is ct l t ' tcct '  lnt l icatc t l tc corrcct

nns\\ ' ]cr  on t l rc l l r rbblc-shcct,  NOT on this booklct '

.  I lach cOr'rcct choicc rvi l l  carn you 2 ntarkS. I{orvcvcr,  yorr tYi l l  losc 2/3 tnnrk f t l r

c i lch incor.rcct choicc. I f  you shaclc none of thc trubblcs or l l lorc t l tnn ottc tr t rbblc '

r  r  rr  wi l l  get 0 for that quest ion'

:1. A f irm has rhe production function Q= ITL- L2, rvhere.L is labour input and Q is

o L r r p l r r .  I f  t h e f i r m i s a m o n o p o l i s t w i t h a d e m a n d c u r v e P ( Q ) =  1 0 0 - Q ' r v h a t i s t h e

lr4fip. (Marginai Revenue Product of Labour) curve?

rol rzoo - 288L + lzt-z - tt
(b) 1200 -288L-72L2 + 4L3

(c )  1200-488L  +72L2  -4L3^

(d)  i200 -  488L -72L2 + 4L3

22. SLrdhir l ivcs in Gujarat. His total wealth next yeal '  incl lCrng his hotrse' * ' i l l  be Rs'

-5.00.000, Tlcrc i i  ^ f  O pcrcent chancc that a 6ig eart6qtrrkc t ' i l l  occttr t tcxt vear and

contprlcrely destroy his lrouse, valued at Rs' 2'00'000'

( i) \Vlat is SuOnii 's expected wealth next year i f  he chooses l lot to buy house

insurance?
(i i) Suppose Sudhir 's uti l i ty function

total wealth in thousands of rupees'

neutral?

is given by U (W) = W0 5, where W represents

ls Sudtrir risk-averse. risk-loving, or risk-

13. Consirlcr an airport that prodr-rccs noise (N) that d,eclines as the distance (d) itt
'  

ki lorrrc'tcrs. lrol11 thc airport incrcases: N(d)= I/d7' Prafvl rvt-rrks nt thc airport '

I ' r  : r l l r l ,s  t l . r r ' rgc { i .onr  n i ' l isc  is  l l r rpec I  pct '  t r t t i l  o I  t to is t '  . l t r r t l  
is  i lssr rc in tc t l  rv i t l t  rv l tcrc

l , r . l r l ' r r l  l i v cs .  l l i s  cos ts .o l ' con t rn r r t i ng  n rc  R t rpcc  I  pc r  k i l o r l r c l c t ' ( c i t c l t  r vnv ) '  ' l ' l t c

closcst he can live to the airport is d = 0'1 km'
(i) wrar is the cl istance Praiul wil l  l ive from thc airport in thc absence of

cor t t l tc t ts l t t io t t  fo t '  t l rc  no isc?
(i i)  suppose Praful is compensated for his damage, whcrever he may l ive' How

rnLrch rvi l l  hc bc comPcnsatcd?

(a) ( i )  Rs. 4,50,000
(b) ( i )  R.s.4.50,000
(c) ( i )  Rs, 4,80,000
(d)  ( i )  Rs .4 ,80 ,00C

and (ii) risk-averse
and (i i)  r isk-neutral
and (i i)  r isk-loving
and (ii) risk-averse
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(a)  ( i )  I  k rn and ( i i )  Rs '  100
(b)  ( i )  0 '1  km and ( i i )  Rs '  100
(c)  ( i )  1  km and ( i i )  Rs '  I
( d )  ( i )  0 ' 1  km a ' rd  ( i i )  Rs '  100

24. Suppose the car market is perfectly competitiveind each firm has the same cost

srntcrure. Thcrc are 1000 firms in the iniustry, The market demand and cost

s e l t c t l t t l c s  l t t c  g i v c l t  l r c ' l r r r r ' '

Costs pcr inr r  ( l ts .  I
?00

r C S )

250 300 350 400 450 500
t 10,00 12.40 t2 .10

6.40 1.00 7.6s 8.40
MC R 0 0 9.00

7 . 1 0 7.20 7.50
4vq
ATC

7 , 8 0
1 2 . 8 0

7  ( X )
t0.22 1  1 . 0 0

I  1 , 0 0 I 043 10.06 r0.00

rdD

l n  t h e  l o t r g  r t t t t  i  ^  ^ . L  - - , .  . , , i l r  r , , n r
(a) Some firlus w'i l l  exit rhe industly' but others rvil l  renratn

iuj Sorn. 111rn5 rvill enter the indusry

i.j ff,. number of firms rvill remain the same

ia) ftt. industry rvill ciose down

25. Abhik's and Bnnda's demand cuves for apples are given by

p = 2 0 - q ( A b h i k )
p = 5 - ( q / 2 ) ( B r i n d a )

,"0;i:'J:,iJ,:';:i:J:lt,y T,n:umers 
in the nrarket, and that tite nrarkcr supprl'

function is given by' p = 2 + Q'fnen ti'e equilibrium quantity in the marke t is:

(a)  12 aPPIes
(b) 9 aPPles
(c)  6  aPPles
( t l )  3  i r pp l cs

26. Afarttter's detnatld for rvheat is given by the functtott:

-nJ;fir;ii"rKry income andp is the priceof rvhear. Let the larnrcr's n.ror)cv

inconrebeRs' l0O0.Supposethatrni t ia l ly , thefarmerpurchaseswheat inthenrar.ket
for Rs. l0 per kg. Now, consider r;ff i t;;;.tttrtt f* 'ntt obtains a BPL card

which atiows him to purchase up ,o'ii rtf or *rtt" l:t lt' 
5 per kg' What will be thc

increase in his dertrand for wheat ott'ilui?U'ft to the Slutsky substitution eficct'/

N,larket Detnat
6,80 8.40 10.00 I  1 , 6 0 I  3 .? ( )

200
Price ( iacs/
oer car)

3 . 6 5 5 20

350 300 250
Quantity
(thousands

r )

500 .150 400
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(a )  3 .5  kg
(b)  a '0  kg
(c ;  4 .5  kg
td)  5 .0  kg

r\rrsr'cr thc ncxt four questions using the follorving information' An etonomy has wo

( l q c | l | r ( ] a n t | 2 ) a n c | 3 t t l t i t s e a c h o f w o g o o d s , X a n | Y , A n o | l o c a t i o n i n t h i s e c o n o m y

i . t , r t . f i t r c t l  r t , s r t t r r l t l t ' i f  t : a . i n ) . ( r r ' l ' r ) ' i t l ' . ) ' 2 ) )  o f n o n ' r t r " c ' t r r ! t ' c r a a l  r t t , n b c r ' s ' t v l t c r e

( . r t . . )  t )  r r r r r i  ( ' \2  ,1 ,2 )  t t t . t ,  I l t c  r t t t t t l t t t t t s  t {  14or ld ' , ;  X  nn t !  | , ( . ( , | | . \ .1 ( | | t t ' (  /  l l r . . , \ . ( t ' l r t . t  l  und  2

rc.r l tect ivei t t ,  artd (x0,!0) are t l te amounts of the nvo goods lcf t  o" 'e r  af tcr the

t ' o r t , s t t t n l t t i o n o J ' t t t c l w o a g c n t s ( i ' c ' ,  x g = 3 - x ] - x 2 '  y o = 3 - ) ' 1  -  l z ) ' T h e  a g e n t s '

u l t i l i t t , to  consun le  i s  l in t i tec l ,  so  tha t fo r  eac l tAgent  i=1 ,2 ,  ( r i . . r ' i  )  rn t ts f  sa l i s f i i

. ;  *  r ;  < 12. Agctt t  . t  is l t igt tcr ort  the social  ladrter drtr l  { t ' / ' r  ' r ( : }  ( ' /1()() ' f t '  l t is con' t t tntpt i t t r t

bt tndlr ,(-r t .  ) ,1 )Jirst .  Agent 2 cl tooscs l ter consrtmption bttncl le frotr t  n ' l l r  ' t  rentains of t l rc

t\\,() goods after Agertt I lns chosetr. Att equilibium for this economv i's rrrt allocatiort

.ruclt tlnt

( | ) ( x1 , l) maximiz.e'r Agent l's utiliry subiect to the cotlstratnt's

^  )  + y 3 < 1 2 , a n dr r  < 3 .  ) r  S 3 .  x i  +  Y ,  =  I L ' a n u

(2) . ( . r2 . . t '2)  n tax i rn izes Agent  2 's  ut i l i ry  subject  to  the cot ts t rn l t l ts

r :  <  J -  1 1 .  ) ' 1  <  3 -  ) ' t ' " t 3 ' r  ' |  < t Z '

I r  is  g ivet t  t ln t  Age, t  l 's  u t i l i ty f t t t lc t ion a1( I1,y t )  =  x l1 '1anct  Agent  2 's  ut i l i ty funct ior t

n1(x2.  ) :  )  =  c tx2 *  y2,  whe re 'a '  is  a  g iven posi t ive nuntber '

27.  WSich o 'c  of  t6c a l locat ions ( ( ;16 ,  ) '0  ) ,  ( r1  .  yr  ) '  (xz '  . r ' :  ) )  spcc i f icd hc lorv  is  an

cquil ibriLrrn for this econontY?

(a) ((0, 0), (3, \6), (0,3 - 
"6))

r t r )  ( (0 .0) ,  (s .  2) . (3  - .6 '  t ) )

28. Lct c=1, for Agent 2's uti l i ty function. Then, the equil ibrium allocation in the above

question is
(a) Pareto efficient, because the slopes of the Agents'indjfference curves are

tangcnt at that al location'
(b) Ngt Parcto cff icicnt, bccause the slopcs of thc Agcnts indiffcrcncc curvcs arc

not tangent at that al location'
(c) I)urct. cl ' f i i ic.t ,  bccnusc thcrc is a bound on Agctrt i 's lbi l i ty to constt l l lc '
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( c l )  N o r P a r . c r o c t ' f i c i c n r . a s A g e n t 2 c i u t b e n r a d e b e t t e r o f f  
r v i t h o u t t l l l t k i t l g ' A g c r r t

I  r i  t r l : , c  t r l  l

29 ,  Su1 l1 . r0 . sc  t l r c r c  w i r \  l t o  l r o r t t t t l  t l t t  t J t c  a l r i l i t y  O l ' i l t r y  i lS0 l l t  t o  co l l s t l l l t c '  i t t t t l  yo r t  t o r t l i l

choose the value o1 t irc pararneter'a' in Agent 2's uti l i ty I 'unctiotr '  Iror wlt i l t  Vit luc ol

'a' would the equilibriuin in Question 1 be efficient?

(a)  I

(b) ""8
t . l  u6
( t l )  l

30. Now Suppose t l l lat r\gertt 2 is higheron the social ladder tharl Agertt l '  so r\gcrtt -- I 'e l :

ro choose h.,. .nnru,t"tption bunile before Agent I do.es' Ail other features o1'thc

economy are unchangtA' t f  a =Z'which one of the al locations

( ( x o , ) ' o ) , ( r t , - l ' 1 ) , ( x z ' ) : ) ) b e l o w i s a n e q u i l i b r i u m f o r t h i s m o d i f i e d e c o n o n t ; " ?

(a)  ( (0,0) ,  (3,  " ,5) ,  (0,3 -  J3))

(b) ((0, 0), (3 - ^,Ts Lt,: - ̂ [tu s),(JN 5 ''l-ru sll

( c l  ( ( 0 '  ( ) ; ,  ( ( ) ,  j JJr t1,.6)i
(d)  ( (0,0) ,  (2,3 -  " '  l ' (1, ' \6))

7'lte follotvittg ittfttrttrutiott applies to the rtext four questitttts' Cortsidcr dtI cL'()tt()ttt\)

t , , ,here t lrc ttotrt ir tal rvage rate (W)is set by t l te io'k' i t  ancl i t  clepends ori the e'Ypactcd

ltr ice tat 'ct(P" ) t t t i t l  t l ta rale of unertrploVntertt (u) irt  the fol lott ' i r tg i ! ' rr ') ' '

\ \ / = P ' l I - c l u ) , w l r c r e a i s a p a r a t t v t c r ; 0 < a < l ' T l t e u c t r u t l p r i c e l e v c l ( P ) t t t t t l t t

ot lwr lutul is ssr b), t l te prodttcers wlto charge a mark up over the noninaL wage r]ta 'eo
- tnor ;  

p  -  ( l *  ASW ,  wht : rc  A>0 is  another  parat t te ter '

3 l  '  I f  rhe rvorker:; are al\\ ,45,s able io colTectiy guess the price level then the ri . l te ol-

unenrploy,m.n, *i ir  t lrvays be maintained at a level rvhich is given by:

I
l ' r \  - _ '
\  

q , /

L + A
al

/h\  -_.-
\ v /  ,  r  

'

t 1 -  A

I
t r - )' " '  

( l  -  ) ) g

I +  a
/ . t \  ---
\ " /  .  1

I - r  n

32.There rvi l l  be alrvaY's be ful l

only i f  the exPected and the
employment of the aggregate stock o[ Iabour forcc ii arld

.. i . iur ir ice level are related in thc fol lowrng way:
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( a )

(b)

+ =

D
- =

n c
I'

D
/  ̂ \

r
P

( c l )  -  =

I

1 +  I

( l  + , i X l  -  a )

,I'ltc 
follox'irtg additiottal irtforntation applies to the next ttt'o questiotts' Irr additiott to

tlte rttfcrtttarion gwenfor tlte above two^questions, suppose rhe production technolo.gy is

suclt t lnt orrc etrtplol,ecl worker ro,, produre one rtnit o.f otttpur'  Let Y' N'::d.L denote

tl t t :  Lcvcl o.f outl tut, ' t l tc level of enlployntent and the aggrcgatc stock o'f labour force

rcsl)ectivc!\,. ott tlte basis of the wage and price inforntation given in ilrc previotts

rlrtr:,sti,tt.s', v+'rtrk ortt a rclation'rhip beween P' P' and Y anr'l anstt'cr the follotuing n+'o

t lrr t '  .s l tr t t t.s".

33. An increase in output ceteris paribus leads to

(a) arr increase in the actual price level

(b) a decrease in the actual price level

i . j  r t .r.  actual pricc lcvcl wil l  rcmain unchanged

(cl) givcn infortnation is not '  suff icient to concluclc al l i , thing about thc change in

I tc l  t t l t l  Pr icc lcvc l

-1.1 . r\n irrc|casc in thc aggrcgatc stock ol ' labOr fOrcc cctc| i ' r '7rr i l i , t t I  lci t t ls t tr

(a) an increase in the actuai price level

(b) a clecrease in the actual price level

(c) the actuai price level wil i  remain unchanged

(rl) givcrr ir t 'cir mation is not strff icicnt to concltrdc .rr 'r l t ing airotrt thc changc in

act t ta l  Pr icc lcvc l

'l'ltc 
.fttllrntittli infortnaliort applics to tltc next tv'o qucslittns' Cottsitlcr the follon'inr

ntctcrocL'onctptic morlel. The goocls market is characteriZcd ls;' thc following set of

( ( / I tQt I ( ) t1s . '

( '  - .  d o  l " d , \ '

I  =  l n+  p , \ ' -  p . i

C = e (cxogettouslY given)
, , , , ' l rcre do,dt,ar, 00, fr,  0, are al lposit ive constants and tz' + F' < 1'

' l ' l rc rnottcv tt tarkct cqtr i l ibri trm condit ion is givcn by:

i7
- : l = / t Y - Y r i : Y ,
I'

Ansrver thc follorving tlvo

,  7, posit ive constants.

questions on the basis of this model:
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3,5I t '  iutctcst r lrc(i) i t tct 'e l tscs by otte utt i t '

incor"ne level (f  hrs tt l  decrease by
n
D "

/ r ' l  '  '  u l l l l s' - '  
1 -  ( & t  - r  

P t l

I
(b) --------;- ui)tts

1 -  ( c t t  +  P t )
i

( c ) ' -  , - - L l l l l l s

l ' - ( ( l r  t  1 i , )  t  / '  
1 1 ,

i ' :

1
(cl) ------- unlts

1 ' ( d r +  P t ) + * o ,
T:

to  l t ta in ta i t t  equ i t ib r iu r l r  in  t l t c  g t rods ' t t l l l t kc l '

3 6 .  A  u t t t t
level (

(a )

incrcusc i l i  gr rVcntr l lc l l t  expendi ture (G) wi l l  incrcase the cqui l ibr i t lnr  i t tcot l tc

i') by

fr- Lrnits
l - ( a t +  p , )

LUllts' " '  1 -  1a ,  +  P , ' )

(.) 
1 --- uni15

I - ( q t *  f i , ) - t p ,

161 
I units

I - ( u t .  P , ) ' ; o ,
/ 2

The follotvitrg irtfortrrtttioil opplies to the rtext ttvo questiorts' suvitri lttts ilrtl 0 lrtlt ttt tt

housc:lrolt l  Jor 2 rrt. t t t l ts tt , i t l t  waSes IVt atuJ trz resPCCtivaly' Slrc 1;i t ,r 's ' l i tr  l t tr

co^surlpt iott ir t  t l te t^,y,Lt trtrt t ths (denoted by, c, and c., respecilvely) so tts lo t)1(t ' \ t t t t t :L'

I
h e r u t i l i r y g i v e t t b s ' l o g c ' ' f f i r o g c z ' w h e r e d > 0 i s t h e t J i s c o u n l r a t a ' S l r c i : t t l s ' r t

allotved to borrovt'front her employ.er in the first month'which she has to reptit" tt'itlt

inrerest ar t lrc rete r, frott her seconcl *o' ' ' i ' 'La'nings' Ahernatively she cQtr ' \avc sottte

of her ly6rgc..,.  i , ,  t irr ' '1i irr , tK)ntl t  o,ra trf ,) ' i ," in tne i":1,::  earn an i,rterest at tht sct,tc

rale r. I t t  rhis J'rutr" '"t ' ' ' ' t  ( l t tsrr lar t lrc fol lol i t tg two quesltotts"

37. Savitr i  rvi l l  optimally decide to bonow trom her enrployer irt  t l te f irst t t tottt l t  i l ' rrrrt l

-  

"t t iy 
i f  t i*- iol io*' ing condit ion is satisf ied:

(a)  rv"  > (1- r  r )x ' ,

( b ) ( 1 + 6 ) > ( I r r )

( c )  (1  -  d ) r ' ' '  >  (1  +  r ) t v ,

I I
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( d )  ( 1 +  d )  <  ( 1 +  r )

3 8 ' A s s t r r n i n g t h a t t h e a b o v e c o n d i t i o n i s s a t i s f i e d ' . w h e n t h e d i s c o u n t
her  bonowtng

(a)  goes uP
(b) goes down
( c )  docs  l i o t  change

( t l )  c l t t l t t o t  ' l t y  t ' " t ' t t ' ' "  l r l t s i s  < l t ' t l t c  g i vcn  i t t f o t ' t t t l t t i o t r

I i

/ / 1 i  I

ra te  (d )  goes  uP '

3 9 considcr two open economics with f ixed exchange rates' \ \ 'hcn t l tc exchange ratc ls

ru' i ty. 
' l1-,c ..onoti. ,r-arc charact.r ir.d Uy tft t  iol lorving sct of cquations' where

i  =  L 2 ' .
/ . '  +  \

C  = ( ' , , ,  + ' C l , \ ) i - . { i /

. ;
l ' = l i

7:
U , = U i

T, = I,Y,

M , = l l 1 n ' + m " Y '

c o r  = c o z  = 2 O O ;  c r t = c r 2 = 0 ' 5 ;  I ' = l z = 2 5 0 :  G ' = 7 1 ' 1 :  G ' = 1 2 0 ;  t t = t : = 0 ' 4 :

= t t l r ' .  =  40;  n t , r  =  0 '05;  i l1 t2  =0 '3 thcn which of  the fo l lorv ing is  t rue?

(n) coLrnrrv 1 has a higher equil ibrium level of outptl t  than cotrntry 2 and it  runs a

t l  l l ( l c  t l c f i c i t  y is - i \ - r ' i s  Ct r t r t t t ry  2

(tr)  country I  l tas a lorua, equi l ibr ium levcl  of  otr tptr t  t l t r t t t  cottr t t ry '  2 ar l t l  i t  r t t t ts a

rmclc Alficit vis-ir-vis Country 2

(c1  C iounr ry  f  f ru ro t ' t ig f , . rcqu i l i | r iumlcve l  o f  o l r tpu t t l t r t t tCot tn t ryZand i t runsa

trade slrPlus vis-i-vis Country 2

(c.l) country t t',o. n to*er equilibrium level of otttptrt tltan country 2 and it runs a

t t . i t t lc sirrpltrs vis-tr-vis Cotl l l try 2

In t l ic Mundcll-Fleming moclel of a small open econorny $' i th f lcxible cxchange rates

a'd pcrfccr capital n.,"fr i i i i ' ,  suppose ttre economy is init ial ly in equil ibrium' If  iump

sLrm raxes are increased. what ttnppens to the eqidlibrit,n lcvcls of the country's (i)

GDP; (ii) interest rate and (iii) exchange rate?

(a) ( i) fal ls, ( i i )  fal ls, ( i i i )  appreciates

iui iii and (ii) remain unchanged; (iii) depreciates

i.j i i j falls, (ii) ancl (ii i) remnin unchanged'
(d) All thrcc rcmain unchangcd'

. /: 9i ' + 9i is convex if and onlY if

(a )  { (x ,  r )  9 t ' xg f  l / ( . r )Sr }  i sconvex

(b) {(,r, r) 91' x9i | /( 'r) 2 r} is convex

(c) { x€ tl '  I fG)<r} is convex forevery r e 9t

(c l )  ( - r€ !n '  l . / ( - t )> r)  is  convex forevery r  e 9i

40

4 l
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12.I f  f :  9 i ,  +9i  is  dei incd byf ix)  -  
f '  e 'dt ,  then the der ivat ive of /atx > 0 is

_ t  ,

(a )  2xc ' -  -  c '
- 1

( b )  2 x e '  +  e '

tc)  ( } -  -  i )  . " '
( d )  ( 2 r  -  l )  . '

43 .  The  sequence  ( x , , ) ,  r vhe rexn  =  ( -1 ) " (1+n - ' )  and  n=  l ' 2 '  " '

(a) corlvcrgcs to I
(b)  converges to  -1

(c)  converges to  I  ru td-- i
(d) converges to neither I nor -1

-14 .  The  sc r  f l l = r  ( *1 -  r r - ' , 1+  r t - ' )  i s  i den t i ca l  t o

( a )  ( - 1 '  l l
( b )  [ - 1 ,  l )
( c )  ( -  1 '  1 )
( d )  [ - l  ,  1 l

1 5 . ' l - h c  s c t  U i . ,  [ * 1 ' '  t r - ' , 1 -  ' t - r l  i s  i d c n t i c a l  t o

t a )  t - 1 '  l l
( b )  [ - 1 , 1 )
( c )  ( - i '  l )
( d )  [ -  1 ,  1 ]

4 6 , F o r  x , y e 9 1 " , l e t  t l ( " r ,  1 ' ' 1 = m a x { l x , - y ' l  l i =  1 " " ' n } ' w h i c h o f t h e t o l l o r v t n g

re, r t ions holds ior  a i l  ' r ,  r  '  :  e  S '?

(a) ri(.r, z) = ri('r, ."'1 + d$' z)
(b) d(r, z) > cJ(x' v; + dU' z)

(c) c/(.r, :) > ri('r' 1'; + d(l' z)

(d) /(.r, i) < ri(.r, r') ' d(Y' z)

47, Given sets X Y,

{ . r e X l ' v a } ' } .
l t t t t l  C " /

(a) (r \  -  d) x

( b ) ( A - B ) x
( c ) ( A : B ) x
( . ' j )  ( , ' \ ' -  iJ )  *

i e r  X x l  =  { ( x , y ) l , r e  X  a n d  y e Y  i ' a n d l c t  X -  Y =

\Vhich of the fol lowing formulae is general ly con'ect for scts A' D

6 ' = 1 1 j x c ) - ( A x c )
f = ( , . l x c ) ' ( B x c )
C = ( A x C ) - B
( l  =,.1 - ( i l  x C)

48,  Suppose/ :  912 + ! i  is  dcf ined 'by z= r " j '  At  (0 '  0)  th is  funct ion

(a)  At ta ins a t t rax inrum

t3
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. 1 0- /

5 0 .

(b)  At ta i r rs  a min imum
(c) Attains a saddle Point
(d)  Is  undcf incd

\Vhat is the maximum 'ralue of the function in the previous question' subject to the

constraints x > 0, ) > 0, and2x+Y = 6?

(a )  2 .5
( l r )  4
(  t ' )  ' l  , 5
( r l )  9

"Bcautiful cit ies repel people' Look at India's most beautiful cit ies - they ale among

thc least populated cities oi the country". Which of the follo*'ing statements

i l lustratcs a method of reasoning most similar to the one in the argument above?-

(a) chi ldren who are spanked tend to be more naught"v' than other chi ldren' Hence

if a chi ld is not spanked, that chi ld is less l ikeiy to be naughtl"

(b) Pesticides are known to cause asthma among sonte people' Ho$'ever' most

asthmat ic  pcople tcnd to  l ive in  reg ions where pcst  jc ic lcs are not  contmonly

used.
(c) This softrvare program helps increase the $'ork elf icicncl '  of i ts users' As a

re sult,  th.s. ui.rs*have more free t ime for other acrivit ies.

(d) During warm rveather. my crops suffer from pests more than during cooler

ri ,cathcr. Thercfore . a lvarm enuironment must hclp pcsts to mult ipl l ' '

\ I ' l l r t ' r r v t ' r ' ; t r ' . ( ' l t ' i l v c l t i t l l ( ' l ( ) ; t t l i s t l t t t l c i t y i s r v l t t l t t t ' s l r Y t t l r i r l r ' t  
z l t t ' l l l s l r 1 ' l r t t s  z \ t t t l t l t

e i i l i l t ( ) [  t l c c i t l c  u ,hc thc r  t o  t akc  t hc  t r a i n  o r  t hc  b t r s ,  so  l t c  t ( ) \ \ cs  L t  c t l i t t  \ \ ' l t l t t  i s  l t t s

cxpectcd t ravel  t ime?

( a )  Z ( w + z )
(l>) Z(w+z)lw-z
(c) (tv+z+2)12
(d) Nonc of the above

two tcams, A and B, for a race. \\trat is

A wil l  comc in f irst, sccond and third?5 ? A class l tas (r students' randonrly divided into

thc probability that the tluee runners in team
(a)  3 I /6  |
(b )  1 /6 !
( c )  (31 )2 /61
(c l )  3 /61

Supposc that each person out of a group of4
ckisscs. What is the probabil ity that no class
groLrp?

h)  6 t t4 l
( b t  5 / 1 8
k) 4t6
(cl) 614t.

fr iends is randomly assigncd to one of 6

has morc t iran ortc pcrson frorrr this
5 i
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5.1. A contir luous ra*dor:r variable has he probabil i ty density function f(x) ='113' for:r

between - I and +2, and 0 elsewhere. Its mean, variance and nredian are:

( a )  ( 1 , 3 / a , V z )
(b) ( 'h,3/t,  Vz)
( c )  ( t h ,  l ,  1 )
(d) (V7, l ,  th)

55. The joint probabil i ty distr ibution of A and w for a given population is as fol lols'

rvhere A is thc individual's age in years and w is the weight she can lift'

A
I 5 Years

10 k i los 0 '03
W 20 k i los 0.02

30  k i i os  0 '01

25 years 40 Years 60 Years 80 Years

o.16  o . t4  o . r2  o '01
0, l3  0 .1  1  0 ,09  0 '00

0.09 0.08 0.0i  0 00

The expcctat iort  o1 the t l largi t la l  distr ibut ion of A is:

(a) 36.7 Years
(b )  37 ,6  Ycus
(c)  35 '6 Ycats
(d )  38 .6  Yca rs

5 ( r .  I ' ,  sL r r ' cy  o t  {00  l i kc l l ' vo t c rs ,2 l5  r cspo .dcc l ^ t ' a l  t l t cy  * ' o r r l d  v ' t c  t o t  t l r c  r t r l i r r g

pu.ry a'ci lB5r.rpo,,.. tci that t irey would vote for the opposit ion pu'ty'  Lct.7r dcttotc

ihe iracrio,., 
"t;;i;k;l), 

,;;;t"io prer..reo the ruling part)' at tlte ttrrtc ol'tirc

s*.vey, a'd Iet p Ue rh! 1'raction of survey responclents who prefcrrcd thc rtr l i r tg ' l i tL'v

The statldarcj enor of P is:

(a)  0 '02:
(b)  0 .03s
(c) 0'0a5
(d )  0 .055

5 T , L . e t X a n d Y b e t w o r a n d o m v a r i a b l e s w i t h E [ X ] = 3 , 8 [ Y ] _ 0 , V [ X l ^ = t , Y | ) ] ' : , ' '
and E[Xy] = 5 

-;; l i i) 
cov[x, y]; (i i) the Pearsonian coefficient of conelattott

betrveen f and Y (px.v); (i i i) VIX+YI'

(a )  0 .5 '  5 '  39
( b )  5 '  0 . 5 ,  3 J
( c )  5 ,  5 ,  i 9
(d )  5 ,  0 .5 ,  39

5g. If y is a binonrial rancjom variaible with parameters /t = 4 andP = 0'78' calculate

Prob(Y J 3) to I  decinrr l  Places'
(a )  0 '  15
( b )  0 . 2 1
(c) 0 '64
(d)  0 .?9

15
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For tlte followirtg two questiorts pleas.e note that the two'tailert 57o critical value for a

.srarru trcliae d normal tlis;tribution' is il:,96 and the Corresponding value for a one-tailed

tc,rr i .r  t1.645, At the I7o leveL of si.gnif icance, the crit ical value for a wo-tai led test is

4.58 ontt lhc corresponcling 'ituiTo' a one-tailed test is Q"33' )

-5g. An cxaminatrolt was givcn to trvo classes consist ing of 40 and 50 students

r .cs ' ( .c t ivc ly .  In  t6c f i is t  c l l iss  t l tc  n tcan grac lc  rvns 2 r ' i t1  .  s tn t tdard dc ' in t ior r  o f  3 '

r r , l r i lc  r ,  t l rc  scc. ' t r  cr ,ss t 'c , rc l r r  gr .cr i  rvas 7s rv i t 'u  s t r r r r r r r r ' r l  ( lc ' i . t i ( ) *  o f  7 '  or r

rhc basis of a nvo-tailed tesi, is there a significant differulcc Lrct\r'ccll tltc pcrformaltce

of the two classes at a level of significance of 5Vo and 17o?

(a) There is no significant difference in the performance of the nvo classes at

the 570 and 17a leveis of significance

(b) rir.r.l, o rignificant differ"ence in the perfornrance of the classes at the

57c level buino signif icant difference at thc 1q6 ls'el of signif icance

(c) There is a signif icant difference in the perfonttartce of the classes at the

lVo levelbuino significant difference ar the 5% level of significance

rd) fnere is a significint difference in performance at both the 590 and 7Vo

lcvc  I s

(r0. A sanrple poll  of '300 voters from Distr ict A and 200 voters from Distr ict B shorved

tlrat 5(;% anc] |o/orcspeclively rvere in favour of a giYen candidatc' At a lcvel of

sigrri f icance of 5Vo,teit t |e hlpolhesis that (a) there is a dif ' fcrence bet*'cen thc

11i* . t r . ic ts .  (b)  thc cancl ic la tc  is  prc ferrcd in  Dis t r ic t  A '

( . )  - t . t rcrc  is  no s ign i f icant  c l i f fc rcnce bcnvecn thc t l is t r ic ts  ar td  thc c l tnc i ic la tc

is not Preferred irr District A

( b ) T h c r e i s n o s i g n i f i c a n t d i f f e r e n c e b e t w e e n t h e c j i s t r i c t s a n d t h e c a n d i d a t e
ls Preferred in District A

(c) Th"r; l ;^; Jgnii i .nn, difference betrvee n the distr icts and the candidate is

not Prcfcn'cd in Distr ict A
(cl) f-f l"r.- ir-^ , igni l ' icant diffcrcncc bctrvccrt thc i l istr icts and thc caltdiciatc ts

Preferred in District A

lou finish, lmnd in this booklet along x'itlt )'our bubblc
-to 

ttie invigilators before leaving the exotttination lmll'
tlJ'tu'
shc t t
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