1. Assuming that capital is not perfectly mobile, show why the BP curve has an upward slope.  Or putting it another way derive the BP curve.

2. Demonstrate what will happen to the slope of the BP curve if capital is mobile.

3. Show what will happen to the IS curve if the exchange rate increases. Explain why.

4. Show what will happen to money flows at a point above or below the BP curve.

5. Show what will happen to the BP curve if the exchange rate increases.  Explain why.

6. Show what will happen to the IS and BP curves if 
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 (income of foreigners) changes.  Explain why.

7. Explain the advantages of fixed exchange rates.

8. Explain the advantages of floating exchange rates.

9. What will happen to income if autonomous investment   spending changes under fixed or floating exchange rates.  Does the economy seem to be more stable using fixed or floating exchange rates.  

10. What will happen to income if government spending or taxes change under fixed or floating exchange rates.  Does  the economy seem to be more stable using fixed or floating  exchange rates.  

11. Show what will happen to income if there is a change in the money supply under fixed and floating exchange rates. Again stability. 

12. Be able to explain what will cause the exchange rate to increase of decrease.

13. Be able to describe the money creation process.

14. Explain the relationship between ER and money creation.

15. Explain the tools the FED has to affect to money supply.  How do they work.
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