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The circular flow of iIncomes and expenditures
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Major macroeconomic institutions
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Interaction of AD and AS determines the
major macroeconomic variables
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Macroeconomic Objectives
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Hypothetical distribution of iIncome

Distribution of Income
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Equilibriun

Assumptions:
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Disequilibrium

(a) If Y = 90;
C+1+G=20+0.5(90) + 20 + 10 = 9%
Aggregate Demand (=99) \gglegalc S'Jp' Y(:90)

(b) If Y =120;
C+1+G=20+0.5(120) + 20 + 10 = 110
Aggregate Supply (=120) = Aggregate Demand(=110)

(c) Adjustment to equilibrit
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