Review topics
1) Goods market equilibrium
· Additional theories of consumption
· Life cycle hypothesis
· Permanent income hypothesis
2) Money market
· Money supply
· Definitions of money (M1, M2,…)
· How the bank system create money
· Central bank’s tools to control money supply
· Open market operation
· Required reserve ration
· Discount rate
· Money demand
· Components of money demand
· Transaction
· Speculative
· The determination of equilibrium interest rate
3) The interactions between goods and money market
· The implications of linkages between goods and money markets on the effect of policy
· Crowding out effect (from the change in interest rate)
· Offsetting move in interest rate
· Policy mix (keeping output constant or keeping interest rate constant)
4) IS-LM
· Derivation of IS-LM
· Slopes of IS-LM
· Applying IS-LM to analyses fiscal and monetary policy
· Policy effectiveness (implications of the slope of IS-LM)
5) AD-AS
· Derivation of AD, and the shift in AD
· SR-AS 
· Rationale for the shape, and the shift in AS
· Different portions of SR-AS
· LRAS
· Equilibrium between AD-AS (both SR and LR)
· Inflationary and recessionary gaps
· What SR and LR equilibrium represents (different perspectives of macroeconomics)
· Application of AD-AS to analyze inflation
· Application of AD-AS to analyze policy (both in SR and LR)
· Crowding out effect (from the change in price)
6) International trade
· Balance of Payment (BOP)
· Current account and capital account
· The determination of exchange rate
· Demand for a currency and its determinants
· Supply of currency and its determinants
· Determination of equilibrium exchange rate
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