
b)

Suppose two countries decide to trade with each other, they tend to arrive at the equilibrium of
the system which is the intersection point of the two PPF curves. Therefore, after trade, X will
produce more manufactured goods, and less primary goods.



c)

Capital transferred out of a country for the purpose of investing in a foreign country is recorded
as a debit in capital accounts, and a debit balance is an account balance where there is a
positive balance in the left side of the account.

d)

When keeping total reserve constant, Reserve ratio increases -> lower money supply. Higher
demand for money will decrease spending / investments, which decreases the velocity of
money. Therefore PY = MV is lower.



d)

When e= t-1π π
Then the phillips curve has a unit root problem since the coefficient for t-1 (against t) is now 1.π π
Hence the Phillips curve will become unstable.

b)

Higher interest rates can lead to lower overall consumption. And the growth rates for capital and
output are the same, so that the capital-output ratio is constant along a constant growth.



d)

The horizontal axis shows the unemployment rate and the vertical axis shows the job vacancy
rate (# of job vacancies / labor force). Therefore, based on the chart, from starting point to the
end point, the unemployment rate is lower and job vacancy is higher. The curve fluctuated
significantly between Dec 2020 and Sep 2021.


