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The Market for Loanable Funds

Where does the supply of loanable funds come from?

What two things contribute to the demand for loanable funds?

If the real interest rate goes up, what happens to the quantity of net capital out�ows? What

happens to the quantity of domestic Investment?

The Market for Dollars on the Foreign-Currency Exchange

In Mankiw's model, where does the supply of dollars come from in the market for foreign-currency

exchange?

In Mankiw's model, where does the demand of dollars come from in the market for foreign-currency

exchange?

Putting The Two Markets Together

Follow along to label the graph below and illustrate the e�ects of a decrease in government saving:

1



Chapter 19 Markets for Dollars ECON 202

Trade Policy

Illustrate the e�ects of an import quota.

Capital Flight

Illustrate the e�ects of capital �ight
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