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- This indicates that when the income increases, the

consumption expenditure will also increase , But
the change

in increased consumption expenditure will be less .
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- That 's means the real output is greater than the aggregate
expenditure in economy .
- It would mean that goods are produced but pilling up unsold .



S
-

- l ; investment =

saving .

C -

- 60-10 .
GY S = I

S -- - 60 -10.4
Y

- 60+0.4
"Y = 20

0.44 = 80

I = 20
.

'

. Y = 200

= AY AE

Y : Ctl Y = 80 to .BY

s = - 60 -10.44 Y- O .by = 80

"o.o . .

.

:*
.

ii. ÷:÷÷÷÷÷
0.4 Y = 100

I = 20 -

'

. Y = 250
→

AI = 20 BY
*
= 50

Investment multiplier . fY÷ = 5¥ . 2.5

- In terms of GDP , the multiplier effect causes gain
in total output to be greater than the change
in spending that caused it.



- Investment Multiplier shares a direct positive
relationship with MPC

.

That is
, higher the

value of MPC
, higher will

be the value of investment

multiplier .

- The Paradox of Thrift is an economic theory
that argues that personal savings can be
detrimental to overall economic growth .
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