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Section A

(Compulsory and carries 40 Marks}

Question 1

A. Using graphs where applicable, write short notes on the following;:
1. Phillips curve
ii. Accommodating policies
ili.  Adverse supply shocks

iv. Economic fluctuations

[5 marks each]

B.
1. Using the Phillips Curve approach, differentiate between demand-pull
and cost-push inflation. {10]
ii. Outline the costs of unemployment [10]
Section B
Answer any two questions
Question 2

a) The AS curve can be analysed both in the short-run and long-run using two
separate theories. Discuss [20]
b) Discuss the three (3) known views of the nature and causes of business

cycles. [10]



Question 3

~a) Differentiate between crowding out in the AD-AS model and crowding out

in the IS-LLM model. ' 115]
b) Graphically derive the AD curve. 15]
c) The business cycle can go into recession for various reasons. Discuss any
five. {10]
Question 4

a) Using the AD-AS model, discuss how the local economy will adjust in the
long-run as a result of a monetary expansion. [20]
b) It is always advisable that policy makers should use stabilisation policies

with great caution. Discuss. [10]



