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Ao gregate Demand and SuPPL} Concepts
Definitions
. &ggregate Demand (4D): The total amount of
spending in the economy at a given price (evel.
2. koyregate Demand Curve: 4 graph showing the
relationsnip between the price (evel and the qwaﬂfif:ﬂy,
of real GDP demanded.
3. #kggregale Qumntir}_ Demanded: The total quantir}
of §00ds and services demanded - in-the economy.  at
a given price (evel.
1. #ggregate Quantity Supplied: The tota( auantity
of §00ds and services supplied in the economy. at a
given price (evel.
5 hggregate Su:pp(g, (4S): The total amount of
—__productionin—the economy —at a given price (evel.
6. kg gregate Supply Cufve: 4 graph snowing the
relationship tetween the price {evel and the quantity
of real GDP supplied. S -
% Change in kggregate Demand: 4 shift in the
T aggregate demand cufve due to changes in factors
T such s consumer spending, investment, government
——-Spending.,; or —net -exports: ' o
8 _Change in 4ggregate SuPP{}:——A---Shift in the
ey Qregate §uPpLaq_ curve Jue to. changes in factors
such as technology, productivi ty, or_resource Pprices.




the entire economy..

~ Market SuPPL;. Curve: Shows the relationship
between the price of a specific 400d and the
auanritﬂu supplied of that 8-004d.

- The short-run aggregate SuPP{#_ curve s upward
sloping ~due to:

- Srick} Wages and Prices: Fimms increase
production in- response —to- hi yher - prices, as some
costs are fired in the short run.

- Menu Costs: Firms may not adjust prices.
immsoffar.g[}_, Lemdingf to increased production.

Macroeconomic €.auilibeium

= Macroeconomic Eauiliérium: The point where 4D =
—HS, -resulting in eauilitrium price (evel and real GDP

- Changes in ag gregate demand or supp{_} can- shift
the eaui(ibeium:

- Increase in AD: Shifts 4D curve right,
'ih'éﬂéa,sing price (evel and real GDP. |
- Decrease in 4D: Shifts 4D curve [eft,

—decreasing price (evel and rea GDP.”

——={ACrease in- 4S:—Shifts 48 curverighe,
decreasing. price—(evel and increasing—real —GDP.
- Decrease _in &S: Shifts 4S curve (eft,
increasing price [(evel and decreasing real, GDP,



9. Macroeconomic Eaui(itrium: The point where

rygregate demand equas aggregate supply,

resu(ting in no tendency for the price (evel or real
GDP to change.

Aggregate Demand Curve vs Market Demand Curve
- #kggregate Demand Curve: Shows the re( ationshio
between the price (evel  and real—GDP demanded for
the entire economy..
- Market Demand Curve: Shows the rel ationship
between the price of a specific g-00d and the
qu.r:r.nrifé;_ demanded of that B-00d.
- The aggregate demand curve is Jownward sloping
due to:
. = Wealth £ffect: 4 (ower price (evel increases
the real value of wealth, (eading to increased

- Interest Rate gffect: & (ower price (evel
reduces interest rates, increasing investment and
- Intemationa Trade Effect: & (ower price (evel
 Makes exports cheaper and imports more expensive,
———increasing net exports.

AQgregate Sw,ﬂp{} Curve—vs—Marker—Supply Curve
- Aggregate Supply Curve: Shows the relationship
between the price (evel and real GDP supplied for




Let's graph it:
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