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39.   Advantages of inflation targeting
[bookmark: _GoBack]lower rate of Inflation. Especially in nations that have experienced diligent tall rates of swelling, expansion focusing on can be a strategy to diminish it. A more steady rate of swelling. This alludes to decreased variances within the rate of expansion, likely to be accomplished when a target rate is pursued. · Moved forward capacity of financial decision-makers (firms, consumers) to expect end of the rate of inflation. Public information around the central bank’s targets on expansion diminishes instability and encourage financial choice making around long haul (such as venture decisions). · More noteworthy co-ordination between money related and financial arrangement. Information around expansion targets permits the government to arrange its monetary approach to complement the central bank’s financial policy. · More prominent central bank straightforwardness and responsibility. The central bank gets to be more open approximately its exercises and more responsible to the government and the open. In case it falls flat to bring inflation close to the target, it must provide an explanation.
Disadvantages of inflation targeting
Diminished capacity of the central bank to seek after other macroeconomic goals. In the event that the central bank centers as it were or primarily on swelling at a specific target rate, it is incapable to utilize money related arrangement to seek after other objectives, such as for case, the complete business level of genuine GDP or trade rate stability. Reduced ability of the central bank to reply to supply-side stuns. Within the occasion of a supply-side stun, such as a sudden increment in oil costs, driving to cost-push expansion and stagflation, the central bank may require adaptability to seek after an expansionary policy to bring the economy out of subsidence, and this may cruel a better rate of expansion than the target. Reduced capacity of the central bank to bargain with unforeseen occasions, such as budgetary emergencies. A budgetary emergency may moreover require an expansionary financial policy, which might moreover lead to expansion higher than the target. Finding an suitable expansion target. An swelling target that's as well tall or as well moo can lead tohigher unemployment; if it is too high, it could lead to the problems resulting from high inflation.
40. 	There are many factors affecting the demand for money. Some major factors and their long-term stable relationships are as follows:-
The dependent variable -Real money
Concurring to financial hypothesis, request for cash implies request for genuine cash adjust. Within the cash stock, nearly all information are measured in ostensible terms. It is essential to separate by a cost list to degree genuine cash. Too, it is by and large acknowledged that a broadly base list.
The scale variables
The scale variables include the income or wealth variables. It always measure by the GDP and CPI. GDP stands for the gross domestic production. It is an important index to measure income generated by the United Kingdom economy situation. The data of GDP is constant price which means it is real GDP.
The opportunity cost variables
The thesis has five opportunity taken a toll factors which are brief and long intrigued rate, cash development rate, swelling rate and stock trade file. For the brief run intrigued rate I select the three month Treasury charge. For the long run intrigued rate I select the surrender from British Government securities for ten a long time.
41.   (i) An exchange rate index or the effective exchange rate is a weighted average of the exchange rate of a particular currency against all other currencies, where the weights are based on the proportion of transactions between each country.
ii) This is because a less developed country depends on developed countries for the import of plant and machinery (and related technology) for its development programs. This causes a situation of adverse or negative balance of payments for the less developed countries. Accordingly, their forex reserves are low while the need for such reserves (to cope with rising imports) continues to be high. High exchange rate (or paying more and more for a dollar in the international market) is the obvious consequence.
42.  The coordinate impact of a rise in intrigued rates is to raise the fetched of current government borrowing and so raise the financial shortage. In expansion, it'll raise the taken a toll of financing the national obligation to the degree that the obligation has been financed by drifting rate obligation. The backhanded impacts of a rise in intrigued installments are too likely to broaden the financial shortage at first since the intrigued rate rise will moderate down the economy so expanding government use on social security and hosing government assess incomes.
43.   a. Money supply will be unaffected because the public’s cash is withdrawn from banks and government spends it, so it is redeposited in the banking system. Hence, no overall change in the amount of cash held in the banking system.
b. Increase because there will be more cash deposited in banks, rather than being held outside of the banking system, which they can use to create credit.
ii) a. A fall in the national income leads to a decrease in the transactions demand for money. The demand for money curve will shift to the left.
b. A decrease in the expected value of domestic currency will cause a decrease in the demand for the currency, i.e., the demand for money curve will shift to the left.
44.   A
45.   Exports = 385
Balance of trade in services = -20
Income payments (Investment Income) = -175
Net Income flows = -35
Current Account Balance = -95
Capital and financial account balance = 95
46.   i) The labour market refers to the supply of and demand for labour, in which employees provide the supply and employers provide the demand.
The labour market should be viewed at both the macroeconomic and microeconomic levels.
Unemployment rates and labour productivity rates are two important macroeconomic gauges.
Individual wages and the number of hours worked are two important microeconomic gauges.
ii) The causes of unemployment can be isolated into two major categories which is harmony and disequilibrium unemployment. There are five sorts of unemployment in balance unemployment and three sorts in disequilibrium unemployment. Equilibrium Unemployment is where can be caused since of individuals who are financially autonomous or the compensation are as well moo for in this way individuals don’t feel the have to be be employed.
It happens amid individuals take off their employments like leave deliberately, made excess conjointly those incidentally unemployed while they are searching for a new job. Now and then bosses may be not offering their work to the primary that applied, as they will look for other candidates. This unemployment takes put when both parties don't have the culminate information as they move from one work to another. It is cause of fixed status calculate which is geological and word related stability. Geological stability is where work is incapable to move to the job and word related fixed status is where labour incapable to perform.
Reason: - Takes part when the trade unions use their monopoly power to demand wage stage higher than the market stage or even when the government sets the national minimum wage stage higher than the market equilibrium. This can be also known as “disequilibrium” unemployment. The wages will be also falls down and could be caused by minimum wages, or the trade unions.

48. (i) 30m surplus
(ii) 10m deficit
iii) -40m
iv) No, the country doesn’t have a fully flexible exchange rate. This is evidenced from the starting time decrease in official reserves which indicates that the central bank has been purchasing the domestic currency.

