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Fom the given situadion, people wil afeid o ose credd cord co dhey

will hold  more money 36 3 vesoh. Therefore, money demand will increase  and

ohif uphmd_ ﬂm\, we derive UM cowe  from his siluation which  ohft vpuerd

Tom LM 4o LM'. Fom the recull, interest rale increaces  from ¥, Yo ro and

A new equilibriom , dhe ovtpt will decvesse fom 4, 1o Y.

(h) From he infoymalion above, we cen infer prel  1hed the inleres) vole increase  which

s lesding lo decvesse i income, Wilh decreasing of
and the ivesimend will  decline. Hence, faor\t hawve \LSS meney ‘)'0

income , 1he  congomplion
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