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Extra Credit assignment : We Travel Together

L3 Niigdeiu or “We travel together” is a campaign from the government that Thai people
will get an offer to get a discount of 40% off from the accommodation and plane ticket. As a
result of money over 1.8 billion Baht widespread in the economy and government is planning to
increase the economic stimulus to increase economic activity.

From the news, the government is doing the fiscal expansionary policy which is to
increase government spending. The model that | will use to analyze is intertemporal model
analysis.

As government spending increases, the output and income increases. In this case, the

hotel industry and domestic airline.

The intertemporal model analysis

Step 1: the direct effect of change in government spending
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When government spending incrense, fox mustincreast fdnce 6=T. When fux increagt, disposable nCome
decrease (T-T4). Resut{inﬂ in decreds in leisurt and pto?\e wrking move ( {4~ N"). Labor Swpply Shift vight
(NSCr,, 6,9 N¥(r,,6,)) . V¥ shift rigit-cause employment o increast (N, +N,) and wage o decvent.(w, -w;,),
Affer inerenst 11 employment (NY), the production function increae (¥=2Ckn) ), oause sggreqare demand ()
dnd aggregose suppy(vS) fo shittvight .

The sine fhat Y4shitts is bigger than ¥ The chifts inYdis equalsto drange in government speding (av )
Y4 ghitt CA=D) V¢ snift (A~p)
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Step 2 : the effect of rising r

* Bffect of yiging r

This is the process of 1 increasing to adjusting to eqiailibrium of pint E.

When r increage, o and 14 decrese cavee 14 o decrtase from DtoE . Anather effect from nereasing in
inforest-yofe is the opporfunity oost of lelsure increare then lelsuve will decrease. Affer people spend [esstime on
Leiswrt, people will go to work more. Labor supply increase and. shifk right (8* =N**) . Cavie veol wage to decrease
(W, =wy) tnd ineveare In emplogment (N, 2N5). Resulting in increase in ¥ of aggregate supply (B=2E),

Both areapproaciing point E whtich ave equilibrium from ¢ incrending (ry=v,)
ln e dit market
Change in borrowing = Chm\gein qoernment spending
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" Arom good market | AY Cab  becasse yis croudding 0uk by decveasing v consumption and investment from rising v

from (abor market; employment increaie and veol wage decrense.

from credit market , ¥ increase and privatt sauinj (Y-C-T) nerease and investment decredse cause fuhive tagital
to decroast and MA" todearase af well,



