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i. if the govt spending and 1am -sum tax increase by 1 , income will increase 1

i. Therefore
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Y : AE
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Y : 315+0.6 Y
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i. Y : zoo is not equilibrium , which means that we have a shortage output.
so
,
we need to increase output to ge the equilibrium
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④ BBM =§Y%+d¥* : 2.5+1-1.751=0.75 #

① sit
☐±
; when investment increase by 1 unit , output will increase by 2.5 units .

② pg; ; when govt spending increase by a unit
, output will increase by 2. s units .

③ DIY ; when tax increase by 1 unit , output will decrease by 1.7s units .

④ BBM ; when government spending and tax increase by n units
,

output will increase by 0.7s unit .



AE Y=AE Unemployment rate is bellow the natural rate
YF (YB of unemployment ,which mean we are in

AE inflationary gap . In this time , the economy is

growing too fast and over employed .
9
,

so that , the policy solution is to raise tax

i and cut government spending to be Y=Yf
'
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The government stabilize the economy means they try to reduce fluctuations
of output in business cycle .

☐ When economy is bad Y is low which means people are pour . T and M are

small which means people have more income to spend domestically . The govt. Can
make it for boosting the economy during the bad time

.

D when economy is good Y is high , T and M are large which means that people have

less income to spend domestically . The govt . make it to slow down the economy .

during the good time
.

Automatic stabilizer → component in AE in to stabilize the GDP

Import/ income tax are automatic stabilizer

Role of automatic stabilizer is reduce the fluctuation of economy
Real GDP

stabilize output
\ it it fluctuate

good time people can't adjust their
Y=YF behavior quickly
V -- UN

time

Time

during good time → High Y.AE
↳ govt raise taxi -11 and import 1Mt to reduce ppl . income 141
Which helps to slow down the economy during peak time .

during bad time→ Low Y
,
AE

↳ govt reduce tax 1-11 and import 1Mt to increase ppl . income 141
Which helps to boost the economic recession .

• at equilibrium
leakage : injection

• New saving : -200+0.54+100

saving : investment = -700-10.54

- 200+0.54 = 50 Due to 5=-1

0.54 = 250 - 100-10.54=50

Y? 500¥ 0.54=150

Y = 300 #

saving = -200+0.54
* Saving = -100-10.540

= -200+0.515001 = -1001-0.51300
= -200-1250

= -

700-1150
= so #

= 50
☒
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paradox of thrift : people save more → Economy slow down→ Less income to ppl . 1441

people save more by 100 Cso → s , )

output decrease by zoo csoo→ 3001


