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Answer

1. Two relevant diagrams that exploin IS corve derive $rom the goods market .
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IS curve derived Fom kegnesion cross graph. I8 curve also indicates #he negatie relationship
between 1 and Y. Tus 15 becowse when 1 mcreoses, 1 discourages Toweston %o dvest which makes RE
and ¥ fals. IS corve vepkions T > TV 2 AESO YY)

L. Two relevant diograms thal explain hou LN rve derves drom  money market.
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LM corve derives from money markel, ond T shous the posilive relokionshp bekuween 1 ond v
This 15 becowse  when Y increases (people become vicher), they want 4o hold more cash, s0 Td rises
Which makes 7 mcreases 4oo. But. when i increpses | Md will go doun Yo equate with M.

So, L corve velafon m Y *=27%



3. The derive of A9 cuve

7y

1Y

PO cyrve is derived Fom B-LM. The shitt 0 LM dhad s due b the change o? Plprice \eve))

will make the movement along IS.When P goer up , ¥ goes doun bexwse veal Ms goes doun.

L. how SRAS 15 derived
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When P incremes, ¢ost o} hring labor decreases bemose 7 shon-tn, nage 1 stcky. Thus,

e vl demand  mote lovor . (L, 2L,).

With +he jacrease oF [abor (L, 2L, jdhere uill be the merewse m M 4o (49Y:)

There fore,  3RAS hos the posttive relotonship betuesn P and .



