1.2) How does the Keynesian aggregate supply curve differ from the classical one? Is one of

these specifications more appropriate than the other? Explain, being careful to state the
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time horizon to which your answer applies.
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1.4)  Within the AD-AS model (4 diagrams), analyze the effects of fiscal expansion that is
accompanied by a monetary accommodation. Is the size of fiscal multiplier large under

the situation? { Smal) ML e
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2) l\lhy rich counfra has lower business cycle volatilities than emerjinj COquJ?

L> Fiest of all , Lel's talk obout trade composition. The shares d a regafe exports and imports for the avara;e
emetgin9 coun’rr;, are 717. and 33 7. respectively. Tt shows that emergin counties produce. more commodiffes than
'iheg consume.. Ont the other hand, the Shares o aggreja’fe exports and imports Fg

24 and 317 respectively which are very close % each other. It illurates that developed (‘oun'hy produce and consume
commodities in similar cfvlnounls. Second, Let's move fo the infernational relalive price. For oleVeIopin} country,
the share of commodities in fotal production is lmger than the share intotal consumption.An economic” boom occurs
when o rise in the relalive price of commodities increases the value of + pe oF 9ooals proaluced felative fo those
consumed. On the ofher hand, the es in relafive grice of commodifies in develop’n? aaun'fr} have a less impact on
gggregafe economic as the shates of fotal production and consumption is close to each other. As you con see

in the exhibi A, Argen’rina , developin coun’frdq , has Sfronjer business cycle volalilities than America, developed cbunfy,
In exhibit B, it shows that 6DP and SD of Feal gross domestic product have negah’ve relationship.

or the overage developed counir; ace
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