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a. Investment and Saving Schedules
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b. The IS Schedule
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a. Investment Plus Government Spending b. Saving Plus Taxes
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c. IS Schedule







a. Investment Plus Government Spending

b. Saving Plus Taxes
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a. Investment Plus Government Spending
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b. Saving Plus Taxes
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c. IS Schedule
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e Transactions and'precautionary demand for money is
a function of income (M=*= 1(Y)).
Speculative Demand formoney: is a function of
Interest rate (M- .




Speculative Demand for Money

For an individual 1f, his totalidemand for: money 1S
M = M+ M?

An individual holds hiswealthr(\WA) initerms of money (Mi) plus
bonds(BI), assuming no other assets.
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a. Individual Speculative Demand for Money
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b. Aggregate Speculative Demand|for: Money
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Determination of the Equilibri Interest Rate

Interest Rate

Quantity or ivioney
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Equilibrium in the Money Market and the
LM Schedule
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Interest Elasticity of Money Demand and the
Slope of the LM Schedule

a. Low Interest Elasticity of \Money Demand
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Interest Rate

Interest Elasticity of
Slope of the LM Schedule (Con’t)

b. High Interest Elasticity of-Money Demand
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.M Schedule: The Classical Case
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b. The LNV
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Shift in the LM Schedule with an Increase in the
Quantity of Mone

a. The Money Market
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Shift in the LM Schedule with a Shift in the
Money Demand Function

a. The Money Market
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