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1) The marginal propensity to import explains this. As Y increases, C and I will increase causing an increase in DD. Some of this increase in demand is for foreign goods. This must be subtracted from DD to obtain ZZ. So, a given increase in Y will have a larger effect on DD than it will on ZZ.
2) An increase in foreign income, Y*, will cause an increase in exports (the NX curve shifts up) and an increase in demand. As demand rises, Y will increase causing a rise in C and S. As Y increases, imports will increase as well. As shown in the text, the increase in imports will be less than the rise in exports. So, NX will be higher.
3) The Marshall-Lerner condition is the condition that must be satisfied for a real depreciation to cause an increase in net exports. The sum of the percentage changes in exports and imports must exceed the percentage change in the real exchange rate. When a real depreciation occurs, three effects occur: the quantity of exports increases, the quantity of imports falls, and the real cost of imports rise. The first two effects must offset the last effect for NX to rise.
4) A real depreciation will cause NX to rise.  The rise in NX will cause an increase in demand.  As demand rises, Y will increase causing a rise in C and S.  As Y increases, imports will increase as well.  As shown in the text, the increase in imports will be less than the rise in exports.  So, NX will be higher. 
5) The J-curve illustrates graphically the dynamic adjustment of NX to a depreciation when the Marshall-Lerner condition does not hold initially but does hold eventually. If ML does not hold initially, a depreciation will cause NX to fall. Over time, the quantities of exports and imports will adjust causing NX to rise and eventually increase above its initial level. Tracing out the path of NX in this case resembles a J. Hence, the J-curve.
6) Y must rise and NX must fall. A depreciation would cause Y to rise but NX would rise even more. In this case, a fiscal expansion would work. Y would rise causing imports to increase and NX to fall.

