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Distinguish between dermand ~ pull and cost — push inflation,

F’reparéhé weighted a\a;erzige price index using hypothetical data. -
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01.

02.

03.

m

Explain the transactions demand for money.
b. State and briefly explain the determinants of money supply of an economy.
¢. Explain the importance of M2b in the money supply of Sri Lanka?

d. Explain the “Wage — price spiral”.

~e. What do you understand from “Lender of last resort”?

f.  Analyse the effect of high inflation on balance of payments?

Brief the development of the other financial (non banking) institutions in Sri
Lenka, after 1977.
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h. The following quotes are given for spot, 01 months, 03 months, and 06 months
J.8. Dollar, and Pound Sterling.  Convert these into outright rates, with
carresponding spreads.

Spot 01 menth 03 months 06 months

$[E  2.0015/30 19/17 26/22 42/35

: (05 x 08 = 40 marks)

.
»
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“Although Tobin’s theory of demand for money yields results very similar to Keynes'

analysis, it is superior to Keynes’ theory. Discuss.
(15 marks)
a. Briefly state the economic functions of financial intermediaries.
; (05 marks)
b. Explain the development of cornmercial banking system in Sri Lanka after the
sconomic reforms of 1977,
(10 marks)



