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~ M4 s determined by the liguidity profecence theory

= Ms s determined by contral bank, so Ms s not affect e

©M[P s constant. Therefore, when rochanges . ¥ has to
thange Yoo in erder for the equality Yo hold.

S RY = Y1 This shows  psitive relationship Yetwyem

roand Y.
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AD curve hay increase relationghip detween popd y.
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- Pricg  cawes real wage talis (why -3\,,/91)‘ including firm 0
bire mope labor (N2 ) dnd inereese wipet Cyoy).

=t 2 WrY » Labor Demand 7 Labpr®y v2

© SRAS Shews the positive velationship detweed P and Y.



