
Mpc is ratio between change in consumption to change in income

Mpc is ratio between change in

consumption function saving function
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when Y >AE
,
there will be a lot of inventories

.

Thus the firms

will reduce production to adjust to the equilibrium
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So the firms will produce more / 1
leading to increase in AE .
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MPC = 0.5 ; M = 1 = 2 aggregate demand
.
So
,
the economy will growth
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MPC = 0.8 ; M = 1 = 5

1- 0.8

The parados states that increasing in autonomous saving leads to

decrease in aggregate demand (expenditure ) , then decrease in aggregate
output ( S9 AEt.tt )
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