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How do economists integrate the international sector (exports and imports) into the aggregate expenditures model?
Net exports (exports-imports) affects the aggregate expenditures in an economy. Exports expand the aggregate spending on domestic output, whereas imports contract the aggregate spending on domestic output. Exports create domestic production, income, and employment due to foreign spending on United States manufactured products and services (Pearson Education, 2006). On the other hand, imports decrease the total consumption and investment expenditures by the amount spent on imported products. Thus, the value of imports is first subtracted in order to avoid overstating the aggregate expenditures on the American produced goods and services.
How do economists integrate the public sector (government expenditures and taxes) into the aggregate expenditures model?
The state spending happens to be a component of the aggregate expenditures. Thus, aggregate expenditure entails all different types of spending. However, with taxes it is different since they are not part of the components of the aggregate expenditure. However, taxes have an indirect impact on the aggregate expenditure; an increase in taxes on consumers lowers their consumption. Thus, consumer spending goes down and thus decreases the aggregate expenditure (Keynes, 2018). Taxes have an indirect connection since it affects business or consumer spending, which in turn affects aggregate expenditure.
Why is the U.S.  banking system called a "fractional reserve" system?
A fractional Reserve Banking refers to a system in which private banks holds only a fraction of deposited funds or accounts. For example, the banks might be allowed to keep 10% of the deposits in reserves and loan out 90% of the deposits.  The U.S. banking system is called a “fractional reserve” system because its system allows the banks within the country to use the funds that are held in its deposits to lend to others and invest in other securities to earn interest (Rothbard, 2002).
How can a bank create money?
Most of the money found in the economy is normally created by banks, in form of bank deposits. Once a bank lends out money, it earns interest. Thus, banks creates new money whenever they make loans. Around 97% of the money in the economy is created by banks, while around 3% is created by the state/government (Keynes, 2018).
How is the equilibrium interest rate determined in the market for money?
The equilibrium interest rate is determined in the market for money when the pricing rates of the demanded money quantity is equal to the quantity of money which is supplied into the economy. Equilibrium in the money market is normally achieved when the demand for money is equal to the supply of money (Keynes, 2018).
What are the goals and tools of monetary policy?
The goals of the monetary policy are promoting of maximum employment, moderate long-term interest rates, and stable prices. The monetary tools that are used to achieve the monetary goals are setting reserve requirements, setting the discount rates and open market operations.
What are the key facts about international trade?
International trade is the exchange of services and goods around the globe (among different nations around the world). Total trade equals export plus imports. Some other key concepts are comparative advantage and absolute advantage. The latter occurs when a nation or company is more efficient in the production of every product. However, even where two nations are having absolute advantage in efficiency, they might have differences in relative costs for manufacturing the same goods, thus, relative comparative advantage applies (Jensen, 2011).
How do differences between world prices and domestic prices prompt exports and imports? 

Normally, there exists two components in the international trade; the relationship between the value of an individual’s country currency and that of the trading partners’. The other component is the value of the good or service to be offered for sale (Itō, 2011). If an individual resides in a nation with a strong currency, he or she will prefer to buy the products from a nation whose currency is weaker. It makes the cost of goods from that nation cheaper.
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