C/e/g/{?,. /D A /) /

TS mnolel

@ Sewurn How A %’/ds/&/c
Eh FL LS Cubens

C/QJ&& £ o A /O/Uc /q‘
A e ‘
\ y
o fetra Kow A cwbr /it ko
Mo mutbvpdvs melos

3 /{JM bow K A'At‘/ﬂo/ A<
Aul/v//mf ALApy

¢ /ev'rx cw/:/ WAV POV EY

. 4 A;h o
. !4 Jge' d | g"/f‘/
o /(e /e‘/:'w'/y ae '/m



PROBLEMS
4 @
;{_ X. The following equations describe an economy (Think of C, I, G, etc., as being measured

in billions and i as a percentage; a 5 percent ‘nterest rate implies { = 5.)
C=081-0nY (P1)
, t =025 (P2)
[ =900 — 50i : (P3)
G = 800 5 (P4)
L = 0.25Y ~ 62.5i - (P5)
MIP = 500 (P6)

(a) What_is the equation that describes the IS curve?

(b) What is the general definition of-the IS curve?

(c) What is the equation that describes the LM curve?

(d) What is-the general definition.of the. LM curve?

(e) Whnt arc: thc cqumbuum levels of income and e interest rate?

3] Describe i -words the.conditions that are satisfied at the intersection of the IS and M
curves, and.explain-why- this is an. ccgnlxbmmm.
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> 2. Conunue vath-the same equations. :
(2) What is the value of ag, which. correspgadvee e simple muiplier (with taxes) of ( 3 )

Chapter@ _
(b) By how much does an increase in government spending of AG increase the level of
income in this model, which includes the assets markets?
(¢) By how much does a change in government spending of & G affect the equilibrium

interest rate?
(&) Explain the difference between your answers o 2a and 2b.
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