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SECTION A (Total: 100 marks)
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INSTRUCTION: Answer only FOUR (4} questions. As each question brings in 25 marks, the
maximum mark for this examination is 100.

Question 1

(a)

{s)] Briefly explain equilibrium GDP.

(c) List FIVE {5) factors that can change equilibrium GDP.

(d) Explain how inflation and business cycles are related to national output.
Question 2

(a) Explain the meaning of government budget and its main components.
(b) Briefly explain discretionary fiscal policy.

(c) Explain automatic stabilizers with examples.

(d) Explain how fiscal policy can affect the price level.

Explain the Aggregate Demand and Aggregate Supply model.
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Question 3

(a) Analyse FOUR (4) main functions of money.
(b)  List FIVE (5) measures or forms of money.

(c)  Briefly explain how commercial banks create money.

(d)  Explain the role of reserve requirement in money creation.

Question 4

(a) Examine how monetary policy works to stabilise the economy.
(b) Briefly explain money demand and interest rate.
(c) List FIVE (5) tools of monetary policy.

(d) Explain the role of the central bank in an economy.

Queétion 5
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(a) Analyse the gains from international trade based on comparative advantage.

(10 marks)
(b) List FOUR {4) arguments for protectionism.
(4 marks)
{c) Briefly explain the importance Balance of Payment (BOP) in international trade.
(6 marks)
(d) Explain how exchange rates affect international trade.
{5 marks)

END OF EXAMINATION PAPER
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