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	JAIPURIA INSTITUE OF MANAGEMENT, INDORE
Post Graduate Diploma in Management

	Course Title: Macroeconomics and Economic Environment of Business (Course Code: 40402)
End-Term Improvement Examination, Term - II (February, 2026) 

	 Time Duration: 2 Hours                                                                                          Total Marks: 40



General Instructions:
1. Answer the questions as directed. The break-up of the marks is given wherever necessary. 
1. Simple calculators and a rough sheet are allowed during the examination.
1. Answer all the questions of a ‘Section/Question’ in one place in continuation.
1. Answers should be brief and to the point. 
 ____________________________________________________________________________

[bookmark: _Hlk186893075]Q1 A. 
The consumption function in an economy is given as:
C = 100 + 0.8Yd; 	I = 250; 	G =300; 	T = 200
where C is consumption, and Yd is the national disposable income and I is Investment, G = Government expenditures and T = Taxes in the economy. Using this information, calculate the national income at the equilibrium.

Q1 B.
Assume the following model of the economy:
Consumption Function C = 200 + 0.75Y;		Investment I = 100 – 5i;	
Money Supply Ms = 1000 Crores;	Demand for Money Md = 0.25Y + 750 – 4i, where ‘Y’ is the national income and ‘i’ represents Interest rates.

Determine the Goods market and money market equilibrium equations. Also, determine the value of ‘Y’ and ‘i’ at simultaneous equilibrium of goods and money market.

[CLO1: 5 + 5 = 10 Marks]




Q:2 A.
Analyze the impact on exchange rates in following situations:
(i) The productivity in India increases as against USA
(ii) The customers from India have an increased preference for goods made in USA.
Q:2 B.
Examine the impact of following events on BOP in India. 
(i) Government has arranged for borrowing from World Bank for a health program.
(ii) A student from Philippines is pursuing her higher education from IIM Ahmedabad
Q:2 C.
Examine the impact of following events on AD-AS equilibrium.
(i) Repo rate has been reduced
(ii) The labor rate has increased in industry.
[CLO2: 5 + 5 + 5 = 15 Marks]
Q:3
A.
"Given that India's inflation has recently fallen to historic lows, do you think the Reserve Bank should prioritize cutting policy (repo) rates to boost economic growth, or should it remain cautious to ensure inflation doesn't spike again in the future? What are the possible outcomes if RBI does not cut the repo rates? Also reflect upon demand pull and cost push inflation and comment, which one is considered as relatively better for an economy.
B. 
Examine the distinction between capital expenditure and revenue expenditure, citing relevant examples. If the Indian government intends to stimulate aggregate demand during an economic slowdown, critically analyze two specific fiscal measures it could implement. In your analysis, predict the potential outcomes of these measures on both inflationary pressures and the fiscal deficit. Finally, assess how the deficits could be financed and what is the likely impact of this on economy? 
[CLO3: 6 + 9 = 15 Marks]
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