ECON203
MACROECONOMICS II

Research Essay (30%)

Due date:    October 11, 2001

1. Describe the macroeconomic environment in the U.S.A. before the terrorist attack on New York and the Pentagon on Sept. 11, 2001.  Illustrate with diagrams.

2. Describe the economic impact of the terrorism attack on the world economy, U.S.A. included.

3. What would happen to the U.S. real GDP next year?

4. How should the U.S. government deal with this crisis in terms of its monetary policy?  Support your analysis and recommendation with diagrams, referring to Taylor's economic fluctuations model (Ch. 13 -  14).

5. Document the Fed's announcements to see if your recommendation agrees with their policy.

6. On a ceteris paribus basis (i.e. if the general public does not behave irrationally), what would be the macroeconomic implications of your recommendation on the U.S. economy and the Australian economy?

Word Limit:
1,500 words

