




3.

a) Y = ( + It G + (X - M )

¥ = 10.3yd - Kir ) +10.54 - Kir ) 1- Go

Y = 10.314 -T ) - Kir ] +10.54 - kzr) -1 Go

Y = 0.34 - 0.31-a - Kir +0.54 - kzttbo

4- 0.34-0.54=0.3 To - Kir - Kir -1 Go

0.24=0.31-0 - Kir - Kzr + Go

4 = 3-2 To -5K,r - 5Kzr -1-56,

Y -115k , -15K,)r= 3-2 To -15 Go -①

Md = Ms

K,Y - Kar -- Mo -20
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b) Solve for equilibrium Y*,r*

I 5K,t5Kzdet =

-µ,
| = - K" - (54kg -154kg)
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Inverse =

-5kt - 5K2g-Kit -15K .kz -15K.kz) (
" ""

- K } I
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"""µ ) =
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""

- Ks l -Ka
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( Yf) = 1--1
-Kal ? To +5 G) + Mol -5k , -5k,))-Ky - 15K.kz -15kHz)
- K} 13-2%+5 Go) -1 Mo

1

( ¥!] =

-ka - c.sk,µ⇒µµ, ( ¥
" "" -5 G-ok" -5 Mok , - smoking-3-2 Tok} - 5 Gok, + Mo

y* = -3-2 Toka - 560K¢ -5 Mok , - 5.Mokz
- Ky -5K, Kz - 5kHz

r* = - &ToKz - 560K} 1- Mo

- Ky - 5K, Kz - 5kHz



C) when K , and K, are bigger , interest rate will be
Y= - 15k

,
+ skin + (3-2%+560) reduced and this can motivimate Investment and

dd÷ = -5k , +ska consumption . Hence, By this cause , this circumstance

5k, =5kz does not an impact of fiscal policy while

Ki -Ki it is a principle of monetary policy and

it is not effective on government spending .from 4$ =

- Zz Tokai - 5 look. - 5 Mok , - 5Mokz
- Ky -5K, Kz - 5 Kzkz

When ki.kz are bigger this causes Y* to reduce and

as a result
,
GDP falls

,
so this is not effective for fiscal policy .

from r* = - ? Tok, - 5 looks 1- Mo

- Ky - 5K, Kz - 5Kzkz

p* = ¥17K} +5 Gok} - Mo
ka -15K , K} +5Kzk}










