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M3F22 PROBLEMS 2. 20.10.2017

In all Applied Mathematics, it is important to have a reasonable grasp of the
subject area to which mathematics is to be applied. Here in Ch. II, this is
economic and financial – with inescapable political overtones. Accordingly,
the questions below do not have definitive answers. They are put to encour-
age you to think about underlying issues, and to do a little digging in the
Internet. The corresponding Solutions 2 consist largely of edited extracts
from Wikipedia.

Q1: Keynes and Hayek/Friedman.
The two most influential economists of the last century were Keynes and

(according to taste) one of Hayek and Friedman. Give brief accounts of their
work, and of their influence on policy.

Q2: “Physics and Barings”.
Justify the statement in the text, that it was obviously impossible to sys-

tematically exploit price movements between these two exchanges in either
direction.

Other questions of this kind (M3F22 2015-16, Problems 1, 2) include sub-
jects such as: LTCC; the Euro; interest rates; quantitative easing (QE); the
People’s Republic of China (economic policy and implications here); large-
scale failures; sovereign default; large-scale fraud; systemic instability. See
last year’s website for anything you wish to pursue. Even better, think up
things you would like to pursue for yourself, and do so.
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