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1. 1 Govt multiplier :S & so :S 1.2 from Tax multiplier = BY

AT

from Govt multiplier : ☐ Y → 5 = SY -3 =
- a

D8 5 ST

Y ' 25 AT = 3

1. 3 Investment multiplier = DY

AI

: 10 = 5

2

2. 1 AE = Y :c + I -16

Y : Co -1C , ( Y - T ) + I -16

Y : Co + c , Y - C , -1+1+8

Y - ( if = Co - C , -14 I -18

YCI - Cn ) : co - C , -1+1+8

4$ : 1 ( ( o
- l , -1+2+61

I - C ,

2. 3 AE = Y :c + I -16

2. 2 AE = Y :c + I -16 AE : Y : Co -1C , ( Y - T ) + I -16

AE : Y : Co -1C , ( Y - T ) + I -18 AE : Y :(Co - C , -1-11-1 8) + GY
AE : Y :(Co - C , -1-1 It 8) + C , Y

↳ slope of AE

↳ slope of AE as 6 is injection ; AY =
1

as I is injection ; AY =
1 so I

- slope of AE
AI 1- slope of AE

2. 4 AE = Y :c + I -16 2.5 BBM : AY• + AYA = I - C ,

AE : Y : Co -1C , ( Y - T ) + I -16 D8 AT 1 - C ,

AE : Y :(Co - C , -1-11-1 8) + GY
↳ slope of AE

as T is leakage ; SY =
- mpc

AT 1- slope of AE

2. 6 BBM is a change in aggregate output when both 6 and -1 increase by a unit
.



T C I 8 Ino ✗ &M ) 3. I AE : 4=300+0.75 (Y - 501+50+50

Y : 400+0.754-37.5 → 4=362.5+0.754

0.254 : 361.5

YA : 362.5 = 1450

0.25

3. 2 AE Yi AE

AE : 361.5+0.754

•q
- - - - -

lope = 0.75

362.5 I
1 y

Y* : 1450

3. 3 5+-1=1+6 - ① [ leakage -

- injection]
y - T :( + s - ② ( saving function ]

Y - C = St -1

3. 4
g&I

Y - l = I -18

Y - C = 100

Y - 1300 -10.75yd ) : 100

5=-371.5 -10.254 Y - (300+0.7514-501)=100

50 •
1:50 Y - (300+0.754-37.5)=100

1 Y - 300-0.754+37.5 = 700

I Y 0.254 = 362.5
0

Y* : 1450

- 312.5

3. 6 Use BBM to find new Yt
3.5 69 so ⇒ G

'

-
-

noo

-19 50 =) T
'

= 100 BBM : DY• + BY = I - C , it

Y* : ? D8 AT 1- Ci

AE -
- Y : C. + I -16 i. It G & T 9 1 Unit

,
4*91 unit

Y = 300 -10.75 ( Y -7001-150+700

Y : ¢50 -10.754-75 i. Therefore
,
in order to build more road

,

Y = 375 -10.754 Gov . 90 by so & -19 by 50 .
So 4*950

.

0.254 : 375
. : Old 4*-150

Y* : 1500 : 7450-1-50

= 1500 #



k
4.1 Equilibrium Output Y* =) Y :C -11+8+111 - MI

Y : Co -1414 -1-1+-1+6 + [ t - ( Mo - Mi IYI ) ]
Y : lot CIY - lit -1+6-1 ✗ - Mo -1M ,Y

Y - GY - May : Co + I -16+11 - Mo

YCI - Cn - Mn ) : cot I -18 + ✗ - Mo

y* : cot -1+6 + ✗ - Mo #
y - C , - My

7 1 I
4. 2 AY = =

, - mpc
Ifor close economy )

:

y - mpc + mpm
#

☐ I
1 - slope of AE Ector

open economy )

I 1 I

4.3
° " "

I - slope of AE
=

, - mpc
' for close economy ) :

y - mpc + mpm
#

so &
( for open economy )

=

- MPC

4,4
AY :

- MPC
, - mp ,

Ifor close economy )
s,

I - slope of AE y =
- MPC

#
1- MPC + MPM

4. 5 BBM : AY

☐ g
+

☐Y &
Ifor open economy )

at
#

Tnpc MPM

~

5.7 AE = Y :( + I -16 + ✗ - M

Y : 2001-0.7-(4-50) -175 -175+50-50-0.1 Y

Y : 350+0.74-35-0.74

Yi 315 -10.64
, slope of AE : MPC

- MPM

✗
*

=

315 7787.5 i. zoo is not an eqbm , y
adjustment process

0.4
AE

y : AE In this case
,
21-4=300

,
YI AE .

AE Shortage happen ,
inventories d

1 In order to adjust towards eqbm
,

1 business need to produce more .

{ I

shortage

,
1

,

! I Y

300 787.5



☐ YA =

I
=

1
= 2.5

I - MPC + MPM 7-0.7+0.1
☐ I

☐ YA =
I

=
1

= 2.5

☐ G I - MPC + MPM 7-0.7+0.1

DYB =
- MPC =

- 0.7 : -1.75

AT 7- Mpc + MPM 1- 0.7-10.7

BBM =
☐Y*

+
☐Yt

= 2.5-1.75=0.75 #

D8 AT

I multiplier = 2. s means when I 91 unit
,
492.5 units

G an
= 2.5 in when 691 unit

,
492.5 Units

T is : -1.75 an when -191 unit
,
Y d 1.75 Units

BBM 99 i 0.75 " when 8 & -191 unit
,
490.7s units

AE yfsyt t.AE 5.4 Inflationary gap because Ye C Y*

or we can say that unemployment rate 1 natural unemployment rate.
At this time

, economy grow too fast and over - employed .

AE

5. 5

y
AE yfsyt 4 :AE

I

1

c
' AE :( 1- I -1Gt X

- M

I
Y

. . .
. .

!
' 315+0.64

fog 787.5
slope = 0.6

I

1

inflationary
gap 'd
c

l

"

' Y
787.5°O° ↳
output gap : 187.5 ! ( AY*)



☐ Y*= -187.5 1 MY goin Y )

5. 6) AYA = 2.5

so

D8 = sY• = -18*7.5 = -75 #
2. 5 2.5

1- means reduce )

5. 7) ☐YA
= -1.75 5. 8) ☐YA = 2. g 5. 9) AYA AYA

AT ☐ I g g
+

, ,

= 0.75

AT = -187.5 II = -187.5 D8 & AT = -187.5

- 1. 75
2- 5 0.75

= -2.50

AT = 107.742 # ☐ I = - 75 # oo@oeiigaoof1.d

Automatic stabilizer → component in AE to stabilize the GDP

Import / income - tax are automatic stabilizer

Role of automatic stabilizer is reduce the fluctuation of economy
stabized output

Real GDP Y=YF

good time V = UN

actual output#Bad time

Time

During good time → High Y
,
AE

d
so the gov. raise tax and import to reduce income which helps to slow down the economy during peak time .

During bad time → Low Y.AE
&
so the gov . reduce tax and import to increase income ( Y ) which helps to boost the economy during
the economic recession

.



7. 1) At eqbm . leakage = injection

saving = investment
- 200+0.5 Y : 50

rso
Y? 250 = 500 #

0.5

7. 2) find eqbm . saving
S : -200-1-0.51500 )
s• : 50 #

7. 3) new saving = -200+0.54+700
i -700 -10.54 SKI S

'
: -700 -10.54

from S : I 7. 5) So : - Zoo -10.54

- 700+0.54 = 50

Y• : 150 = 300 #
0.5 - no , ; ;

1=50

7. 4) new eqbm . saving

'

200

,

! !
y

s = - 1001-0.513001 300 500

s*= so # Paradox of thift : ppl want to 9 So to s
'

ileakage → spend less
less incomes econslowdd

CYD 200 from 5001-0300 )


