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Monetary Economics 
OBJECTIVE:  

Students after the completion of this course are expected to identify the intensive but diversified role 

of money and monetary policy in the process of economic transformation and development which is 

required to uplift the quality of life. They will also be able to take systematic policy decision when it is 

required. 

OUTCOME: 

The student, after studying this paper will be able to understand the issues in the context of Monetary 

aspects such as functions and advantages of money in economy, Theories of demand of money, and 

various concepts of money supply and effects of money supply and demand in the context of inflation. 

After successful completion of course, the students will acquire adequate knowledge about the credit 

control policy of RBI, relations between money supply, interest rate, general price level and 

unemployment.   

 

Unit-1: Basic Concepts  

The Definition (Theoretical and Empirical), functions and Advantages of Money. Monetary Theories: 

Fisher and Cambridge theories of Money- Keynesian Monetary Theory 

Unit-2 Supply and Demand for Money 

Money Supply Analysis: Concepts of Money Supply, Money Multiplier, Decomposition of High Power 

Money; RBI’s monetary policy – Objectives, Instruments of money and credit control 

Unit-3: Theories of Inflation 

Concept and Measurement of Inflation. - Demand Pull Inflation, Cost Push Inflation. - Phillips Curve, 

Causes and effects of inflation, Measures to control Inflation.  

Unit-4: Balance of Payment 

Basic concepts and accounts, Approaches to Balance of Payments: Elasticity approach, Absorption 

approach and Monetary approach. 
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