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AE= 200+0.7-(4-50) -175 -175+50-(50+0.14)

= 200+0.74-351-200 -50-0-14
y= zoo is not the eqbm .

Y = 315 -10.64

0.44--315 To adjust towards 787.5
,
we need to produce more because

there's demand > supply which cause shortage .
The inventories

y*= 787.5 ☒ will be decreased .
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It is inflation gap because the market demand exceed the aggregiat output .
the economy is growing too fast , and the FOP are over - employed .
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• The role of an automatic stabilizer is to reduce fluctuation

of the economy by preventing output too high in expansion

and too low in recession

• The government can stabilize the economy by decreasing tax
when economy is in recession and increasing tax while expansion time.
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eqbm saving is equal eventhough autonomous saving increasing
by 100

.
From the paradox of thrift

,
when people start to save more ,

it leads to slow down in economy and people will have less income

which makes amount of saving remain the same .


