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Balance of Payment (BOP-1)



3

Balance of Payment (BOP-2)



4

Foreign Exchange Market
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Effect in the Foreign Exchange Market of an 
Increase in the Demand for Imports
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Foreign Exchange Market with a Fixed Exchange Rate
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Trade Balance (TB) and the Level of Economic Activity
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Insulation of the Domestic Economy in a Flexible 
Exchange Rate System
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Effect of an Expansionary Monetary Policy in the 
Foreign Exchange Market: Flexible Exchange Rates
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Monetary and Fiscal Policy in 
the Open Economy
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Monetary Policy with a Fixed Exchange Rate
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Fiscal Policy with a Fixed Exchange Rate
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Fiscal Policy with a Fixed Exchange Rate: 
An Alternative Outcome
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Monetary Policy with a Flexible Exchange Rate
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Fiscal Policy with a Flexible Exchange Rate
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Monetary Policy with a Fixed Exchange Rate
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Fiscal Policy with a Fixed Exchange Rate
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Monetary Policy with a Flexible Exchange Rate
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Fiscal Policy with a Flexible Exchange Rate
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