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Guidelines
1. attempt any two questions.

2. each question carries 6 marks .

Question 1. explain the Life cycle theory in brief and compare it with the Keynesian theory of
consumption.

Question 2. what does the fisher's commented on the consumption behaviour. derive the inter-
temporal

budget constraint and explain how the consumer is going to take the decision regarding
consumption in inter-temporal case.

Question 3. (a) what do you mean by rational expectations?
(b) Explain why changes in consumption are unpredictable if consumers obey the permanent

income hypothesis and have rational expectations.
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