Economics 304 Fall 2013
Daily Problem #21 November 13

What forces the “long-run aggregate-demand” curve under fixed exchange rates in Figure 13.5 to be
horizontal? What does this mean for the choices available to a central bank under fixed rates? How
does this relate to the proposition we discussed in class that the central bank can choose only one
target among interest rates, the money supply, and the exchange rate?
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