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C. U. SHAH UNIVERSITY,WADHWAN CITY. 
 

Faculty of: Commerce  
Course: Bachelor of Commerce  
Semester: II 
Subject Code: 4CO02BME1 
Subject Name: Macro Economics 
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SCOPE: 
      To Explain Various concepts of national income to determine the level of employment to study about 
banks and financial institution and factors affecting the general level of price in an economy. 
 
OBJECTIVES: 
             The course aims at providing the student with knowledge of basic concepts of the macro 
economics. The modern tools of macro-economic analysis are discussed and the policy framework is 
elaborated, including the open economy. 

  
 
 

COURSE CONTENTS 
 
Unit I Introduction                                                                                                                           05 Hrs. 

 concepts and variables of macroeconomics, income, expenditure and the circular flow, 
components of expenditure. Static macroeconomic analysis short and the long run – 
determination of supply, determination of demand, and conditions of equilibrium 
 

 
Unit II Economy in the short run                                                                                                20 Hrs. 

 IS–LM framework, fiscal and monetary policy, determination of aggregate demand, shifts in 
aggregate demand, aggregate supply in the short and long run, and aggregate demand- 
aggregate supply analysis. 
 
 

Unit III Inflation, Unemployment and Labour market                                                                 20 Hrs. 
 Inflation: Causes of rising and falling inflation, inflation and interest rates, social costs of 

inflation; Unemployment – natural rate of unemployment, frictional and wait unemployment. 
Labour market and its interaction with production system; Phillips curve, the trade-off between 
inflation and unemployment, sacrifice ratio, role of expectations adaptive and rational 
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Unit IV Open economy                                                                                                                      13 Hrs. 
 Open economy – flows of goods and capital, saving and investment in a small and a large 

open economy, exchange rates, Mundell – Fleming model with fixed and flexible prices 
in a small open economy with fixed and with flexible exchange rates, interest-rate 
differentials case of a large economy. 

 
 
Unit V                                                                                                                                                     7 Hrs. 

 Behavioral Foundations- Investment –determinants of business fixed investment, effect of tax, 
determinants of residential investment and inventory investment. Demand for Money – 
Portfolio and transactions theories of demand for real balances, interest and income elasticities 
of demand for real balances. Supply of money 
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