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so
,
the IS curve shift to the right and then
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interest rate Cr ) will increase to take money

out of the economy for reduce inflation .

1-b) With this situation
,
consumption cc ) will increase because the stock

market boom and the increase in their income . Investment CI ) will

decrease because interest rate er ) is higher . As national income ( Y )

increase then unemployment rate will decrease because firms will hire

more workers to produce the addition output that is demanded .
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