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CORE COURSE - II - MACRO AND MONETARY ECONOMICS–I 
 

Module -1 : National Income and Accounts 
 
Circular Flow of Income in two- three-and four-sector economy; different forms 
of national income accounting-social accounting, input-output accounting, flow 
of funds accounting and balance of payments accounting. 
 
Module -2 : Consumption Function 
 
Keyne’s  psychological law of consumption-implications of the law; short-run 
and long-run consumption function; Empirical evidence on consumption 
function; Income-consumption relationship-absolute income, relative income, 
life cycle and permanent income hypotheses. 
 
Module -3 : Investment function 
 
Marginal efficiency of investment and level of investment; Marginal efficiency of 
capital and investment-long run and short run; The Multiplier - accelerator and 
investment behaviour-impact of inflation; Influence of policy measures on 
investment-empirical evidence. 
 
Module -4 : Supply of Money 

 
Financial intermediation-a mechanistic model of bank deposit determination; A 
behavioural model of money supply determination, a demand determined 
money supply process- Inside and outside money (Gurley and Shaw)- RBI 
approach to money supply; High powered money and money multiplier; Budget 
deficits and money supply; money supply and open economy; control  of money 
supply – Instruments of credit control.  
 
Module -5 : Demand for Money 
 
Classical approach to demand for money-Quantity theory approach, Fisher’s 
equation, Cambridge quantity theory-Neutrality of money, Classical dichotomy-
Keynes’s liquidity preference approach, transaction, precautionary and 
speculative demand for money-aggregate demand for money; derivation of LM 
curve. 
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