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UNIVERSITY OF KABIANGA
UNIVERSITY EXAMINATIONS
2015/2016 ACADEMIC YEAR
FOURTH YEAR SECOND SEMESTER EXAMINATION
FOR THE DEGREE OF BACHELOR OF ARTS (ECONOMICS)
COURSE CODE: ECO 421
COURSE TITLE: MONETARY THEORY AND POLICY
DATE: 7TH APRIL, 2016
TIME: 9.00 A.M- 12.00 P.M
INSTRUCTIONS TO CANDIDATES:
Answer question ONE and any other THREE questions.
QUESTION ONE
a) Explain the role played by financial intermediaries in a less developed economy. (8 marks)
b) Discuss the role of the Central Bank of Kenya. (8 marks)
c) State the role played by interest rate in the economic operations. (4 marks)
d) Explain factors which cause economic depression. (5 marks)
QUESTION TWO
a) i. Discuss the Cambridge cash balance theory. (6 marks)
ii. What are weaknesses of the Cambridge cash balance theory? (2 marks)
b) Explain how fiscal policy is employed to achieve economic stability. (7 marks)
QUESTION THREE
a) Discuss the limitation of credit creation process. (5 marks)
b) Discuss the objectives of monetary policy. (10 marks)


QUESTION FOUR
a) i. Discuss Keynes motives for money demand. (6 marks)
ii. Outline the technical weaknesses of Keynes’ theory of money demand. (2 marks)
b) Highlight the limitations of monetary policy in developing countries. (7 marks)
QUESTION FIVE
a) Discuss five determinants of money supply in an economy. (9 marks)
b) Differentiate between the following concepts:
i. Financial intermediation and disintermediation. (2 marks)
ii. Money market and financial market. (2 marks)
iii. Money multiplier and high- powered money. (2 marks)
QUESTION SIX
a) Explain what is meant by ‘monetization of deficit’ and show its strengths and weaknesses. (5 marks)
b) i.             Give the definition of money according to the Central Bank of Kenya. (5 marks)
ii. [bookmark: _GoBack]State the functions of money. (5 marks)
image1.png




