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7. Let S = -200 + 0.5Y and I = 50, be the saving function and investment.

 
7.1 Use the saving/investment approach to find the equilibrium output.
7.2 Find the equilibrium saving. (Hint: substitute Y* into S)

Suppose people decide to save more, increasing autonomous saving by 100.
7.3 Use the saving/investment approach to find the new equilibrium output.
7.4 Find the new equilibrium saving. (Hint: substitute new Y* into S)
7.5 Comment on your result.
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