
°

the IS curve is a locus of the equilibrium in the Y : AE line •

the IM curve is a locus of equilibrium in the money market
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4.7) I
,
= how sensitive investment is to the interest rate

ly = sensitivity of money demand to change in income

Li = sensitivity of money demand to change in interest rate

4. 2) I
, is negative because it shows the negative relationship between investment and interest rate

Li is negative because it shows the negative relationship between money demand and interest rate
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•

the crowding out effect is when the increase in government 's spending actually decrease investment .
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8.7) the good & service market is in equilibrium but the money market is not

8.2) MM: it

GM ! i To It → AE v e YN

MM : YI → Md to it

GM: it → IT to AEP e XP

I continues until it reaches the general equilibrium



① fiscal policy
② fiscal policy
③

monetary policy
⑨

monetary policy
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