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Why OCMPCCI ?
d

b ra - MPC we can't spend > income
.

Consumption function → c-- Co + GY or when 491
,

C , will 9 less than I

MPC : Proportion of income that we use to consume
1 amount of consumption depended on income
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from y=s+c

from MPC + MPS it

i. MPC = I -0.3 : 0.7 S : y - (200-10.74)
MPC : slope of consumption function S : y - 200-0.74
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C : 200 -10.74 ✓ s : -200+0.3 y → saving functions ✓
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from S = -750+0.354
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C : 750+0.654

C : y - S
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C = Y - (-1501-0.354)
MPC

C : Y -1150 - 0.35 Y

c = 150+11-0.3514 Isc = 6.5 Slope : 0.65
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* save more at all income → Not depend on Y → So 9

* save more proportion of income → Mps 9

y l AE
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when y > AE

, surplus happen ✓

Y=AE

i. Y, } surplus
1 AE = C -11

Equilibrium / AE at Y ,
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In this case
, aggregate output is more than aggregate expenditure , inventories will accumulate .

Business need to slow down production to adjust Yn to Y*



ls :L

Finds s :L

Y : Stc - 60+0.44 = 20

S : Y - C 0.44 = 80

s : Y - (60+0.64) Y = 80 = 200

S : Y - GO - 0.64 0.4

s = - 60 -10.44 Y*= 200

AE

Si - 60+0.4 Y

s : -1

20 & Investment
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O l
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- 60 I

1 Yc output )
YA = 200

S : -1 Investment maltiplier :
☐ Y

- 60+0.44=20 A I

0.44 = 80

Y• : 200 = 50 = 2.5 #

20

If I increase by 20

i. when I 9 by a unit
,
output will 9 by 2.5 units .

-

60-10.44 = 40

0.44=100 If I 9 by 20 units
, output will increase by so units .

y* = 250

(
new eqbm output . AE :C -11

OR find d AE : 60+0.64+40

AE = 0.64 + 100

Y = St C '
slope of AE

( = Y - S

C = Y - (-60-10.44) Investment
=

1

C = Y -1-60-0.44 Multiplier I - slope of AE

c = GO + 0.6 Y
i

=

1-0.6
= 2.5 #



key concept :) someone's expenditure = the another's income
.

f computers price noodle price
wage

e. g. firm buy s computers > computers shop > noodle shop SHH
,

- HH 2

from when MPC 9
,
investment multiplier 9

E
SY :

1
:

I

☐ I 1 - slope of AE I - Mpc

• This mean when ppl spend a lot of money ( high MPC )
,
others will receive a lot of

money as their incomes
.

d
• They will spend a lot too

, many will receive a lot .

• The economy will grow a lot
d

a.
ppl want to increase so > more leakages > ppl will spend less

paradox
v

"

ppl can save less < incomes in the economy tall r less Gas produced in economy


