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Question6 week 10 Ch14
1. Downward sloping demand curve means that customers will demand more when the price of the commodities are less expensive. This phenomenon is as a result of an increase in customers real income. In this way, the customer is able to purchase more commodities with the same amount of income. Therefore I stand to support the student’s statement.”It easy to understand why the aggregate demand curve is downward sloping: When the price level increases, consumers substitute in less expensive products, which decreases total spending in the economy.” Additionally, the demand curve may tend to be downsloping because of increased spending power. This means at lower price customers may tend to have a higher income that is disposable and hence they spend them. if the price is too high customers will tend to substitute into less expensive commodities which will, in turn, reduce total spending in the economy.
2. Potential GDP is determined by a number of factors. This determinate is an inter-related factor that directly increases the real GDP of any economy.  Six factors have been shown to be key players in the GDP determination. in this way, I disagree with the list that the magazine had. It had only three factors.  Although the listed factors also appear in the six determinant of the GDP I partially aggress with the list the magazine’s list though it did not expound fully on the factors. The six factors include. Natural resources, the increase in the quantity and quality of natural resources such wildlife significantly leads to an increase in the GDP. On the other hand human resources which include skilled and unskilled workforce greatly affect the economy.  Increased quality and quantity of human workforce will result in an increase in the growth rate of the economy. Tangible assists will increase the production, this will also result in growth on the economy due to raised supply. Economic growth is factored in by technology. Advancement in technology will lead to reduced production cost hence maximizing on the profit. Finally, economic growth is also factored in by demand and efficiency. Efficiency results in cutting short the waste hence reducing production cost thus increasing the profit. On the other hand, demand assures a ready market for the products such that there will be increased income.
3. aggregate demand and aggregate supply curves at equilibrium
Ans
I disagree with the student’s analysis. This is because of the 
Shifts in the aggregate demand curves are caused by the price variation from the products in the market and there change the demand curves to slope downward. Shifts in the aggregate demand curves caused by other factors including the price of the product and in such a case the demand curves shifts to the entirely new position. As the demand curve shift into a new position the aggregate supply curve significantly shift into a new position. This will result in an increase in the GDP though but we can predict the direction of the price level. I suggest that the final price level will be  p3 which is lower than the initial price.
4. Canadian oil
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Question5 week11 Ch 16
1. Importance of financial system for the long-run economic growth of the country.

Financial systems play a vital role in the development of the economy of any country. They influence the national currency and interest rates. When the country is in the development stage weak currencies will result in the lack of strong, sound financial system which results from in poor notational economy. Financial systems play the following role in the growth of the country economy.  Economic development calls for more investment and production. With the financial system, the country is able to save. The financial system induces the public to save by offering an attractive interest rate. They enable the country to raise funds through bills and bonds which carries attractive interest rates along with tax compensations. In this way, the financial systems ensure the development of the country. Financial systems improve infrastructure and lead to growth. They provide loans that are then directed to the infrastructure and the development of the country. Commercial back through per shipment and post-shipment promotes foreign trade. They also issue a letter of credit in favor of the importer.  Financial institution w generates job opportunities in the country, this helps the country to deal with the case of unemployment among her youths. As shown financial systems play a vital role in the country economy as it leads to total development through offering loans, job opportunities and it also promote both local and foreign trade.

2. How financial systems provide risk sharing, liquidity, and information for savers and borrowers.
Financial intermediaries transfer the capital in the financial market. They facilities transferring funds from savers to the borrowers.in so doing they will create new financial products to simply transfer money and securities between savers and borrowers. They attract capital from savers and give their own funds to the borrowers.  The borrowers will then go and utilize the fund and they give it back to the financial system that will them give the save the principal at with the interest. This transfers of the funds minimize the sharing risk between saver and the borrower in that the financial instruction has recovery power that a saver may not be having. On thither hand, it provides liquidity in such that borrower and saver will be given and give liquid cash respectively.  Finally, financial systems help savers and borrowers gain more profit through cash transfer.

3. What are the main roles of the Reserve Bank of Australia (RBA)
[bookmark: _GoBack]  is the central bank in Australia. It is the umbrella bank in the country that conducts monetary policy, that works to maintain strong financial systems in the country an also issues the nation’s currency. The bank is tasked with the financial controlling roles in the country. It provides registration services to the upcoming banks in Australia as well as banking selection. The bank manages the Australian gold and foreign exchange reserves. According to Reverses Bank Act 1959 the bank is a statutory authority that oversees all the monetary systems in the country.

4. How does the RBA control liquidity in the overnight money market?

The Reversed Bank of Australia undertakes transactions in domestic financial markets. this ensures that the operational target for the monetary policy remains close to the target rate set by RBA. overnight money transaction is undertaken to provide liquidity to the payment system and manage the risk. The interest rate for the unsecured overnight transaction(cash rate) is determined by the supply of and for exchange settlement funds. Though open market transaction RBA is able to control the exchange supply. It is able to do theirs by paying securities it buys using credits to its counterpart. RBA is able to get fund to finance its payment activities by having any funds accessed being repaid to RBA on the same day or held overnight in the recipient account with RBA. On rare occasion do the bank allows overnight high-interest rate transactions.

5. Why does an open market purchase of government securities by the RBA increase bank reserves? Why does an open market sale of government securities by the RBA decrease bank reserves
When RBA buys and sells securities from its member banks it engages in what is called open market purchase. This is the tool that RBA uses to raise or row the interest rates. Whey the RBA wants to raise the interest rate it sells the government securities to banks. It is implemented to slow inflation and stable economic growth. If on the other hand, RBA wants to lower the interest rates it buys the securities from its member banks. This aims at lowering the unemployment rates and stimulate economic growth in the country.

Question 5 week 12 ch7.
1. If the RBA wants to keep real GDP at its potential level in 2018 it should use a contractionary policy. Where it sells the government securities to its banks.
2. The success of keeping the real GDP at its potential level in 2018 will lower the inflation rate, raise unemployment’s and potential GDP will also be raised. On the other hand, real GDP will remain the same.
3. Aggregate demand and aggregate supply graph.
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Question 4 week 13 ch18
1. Dynamin aggregate demand and aggregate supply.
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The position in year one can be characterized as equilibrium.
2. 
See the graph.
3.  So as to get equilibrium the describes economy should buy the securities. This will aim at lowering the unemployment rates and stimulate economic growth in the country.

image1.gif
Long run Short run

aggregate aggregate
supply supply

Price
level

Output or
Income




image2.gif
Shortun
aggregate
supply 1

Price]
level

Output or
Income

Short run
aggregate
supply 2






R


unning 


head:


 


Aggregate


 


demand and 


a


ggregate


 


supply.


 


 


 


 


 


 


 


 


 


N


ame:


 


I


nstitution 


affiliation


 


S


ubject:


 


D


ate:


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 




R unning  head:   Aggregate   demand and  a ggregate   supply.                   N ame:   I nstitution  affiliation   S ubject:   D ate:                                    

