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Demand for money to hold depends upon
transactions motive which is the function of income

,

according to Keynes . The greater the level of
income , the greater the amount of money held . Therefore,
the Md curve is higher.
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slope of 1-0 is downward because as price level
increases

,
the output decreases
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- sticky wage is short - run causing nominal

wage to be sticky due to the labour contract.
-

SRAS derived from labor market and production
function

Ptr → real waged → from hire more labor

→ produce more y


