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L Whot M the meoning of eoch of the following tesons:

- AMjedote demond: The totod Plormed 4pending on ol
bnod 9o0ds ond 4estvices in on economy of o Given
Psiice levedl in o Given Pestod. T¢ M the 4w of
CondumpPlion, Investrment, Govesonment Spending, ond
Net Expostts,

- APpedote devond custve: A dowriwosd-4loping  custve
showing the selotioruhip oeteen the economy’s ovesold
Psice levedl ond the totod quontity of seod GDP
deonded, oMl else equol

- APsedote quontity demonded: The 4Pecitic omount of
seod GOP thot afess ose willing ond oble ¢o
Pusichose of o Postticnlost Pstice level.

- APpedote quomtity Aupplied: The 4pecikic omount of
seod GDP thot Psoducests ose willing ond oble €o
Prioduce ond 4ell ot o Posticulost Psice level

- APsedote sUuPPLE The totod quoantity o finod 9oods
ond 4eswvices that ol kisovy ose willing ond oble ¢o
AUPPIY of o Given Psice leved in o Given Pestiod.

- Adredote AUPPLY custves A custe showing the



selotionship eboeen the ovesold Psiice fevel ond the
totod quomtity of seod GDP supplied. Tn the shost
siun, Ak alopes uProsd: in the dong s, i M

- Chonde in offredote demond: A shilt of the entise
AD custve cowted 0 chomdes in foctoss othest thon
the Psice level, 4uch o4 condumest confidence fidcod
Policy, ost foseidn income.

- Chonde in ofjmedote 4upPls A shilt of the entise AS
custve cowsed b chondes in input psiices, Eechnolody
Psioductivity, ost AAPPAY  Ahocka,

- ocsoeconomic  equidiosivm: The Point  ohese
APsedote Demond equols APsedote SUupPPlf—the Psiice
levedl ond seod GDP ot which the quomtity of seod
UDP demomnded equols the quontity supplied.

&
® Diutinduish on ofredote deond custve from o
mostket demond custne ond exploin why on oggredote

demond custve M doworwosd  4lopind.

A mostket demond custe sefests £o demond fost o
sindle dood os1 desvice, whide the ofsedote demond

custve seless €0 demond fost ol Joods ond  4estvices in



the economy (seod GDP). The Price on the vesdicol
oxM fost mostket devond M the Psiice of thot 4Pecific
%0d: fost ogpedote demond, i M the Jeresod Psice

level of the entise economY.

The ofpejote demond custe 4lopes doworwwosrd due €o

thswee moin effects:

L Neodth Elfect: A loest Psice leved incseoses the seod
vodue of money holdings, moking People feed weodthies
ond incseosing cordumption,

A Intesest Rote Elfect: A lowest Psice level sedirces
denmond fost money fost Esomdoctions doresting intesest
sodes, which stimudotes investment ond cordumplion.
3. Intesmotionod Tsode Ellect: A lowest domestic Psice
level mokes expPosts cheoPest ond imPostts mose

exPeriive, incseosing ret  exPostés.

o Distinguish on oYsedote AUPPAY custe ksom o
mostket AUPPlf custve ond exploin the shoPe of on

ofiredote AUPPLY custve Prievoding in the thost s,



A wostket SUPPY custve 4hows the quomtily supplied of
o 4infle ood ob diffesent psiices fost thot Jo0d. The
ofgsedote AUPPLY custve shows the totod quontity of

seod GDP 4upplied of diffesent econom'foide Psiice

T the shost swun, the oYsedote AUPPLY custve 4loPes
Uposd oecoude monly inPut Psiices (ke wodes) ose
bxed o contsocts. 3 the ovesiold Price level stides
whide InPut costs semodn 4ticky Fsms' profid
Mosging incseode, 40 thed ose willing o pPsoduce ond

AMPPIY moste orEPUL,

® Didcus the concePt of mocsoeconomic eguililostivm
ond identify the point of mocsoeconomic eguidiostivm

om on ofpedote demomnd-ofsedote AUPPLY droPh.

Mocsoeconomic  eduililostivm occusts ot the
intestection of the AD ond AS custves. AE this point,
the o%sedote quomtity of seod GDP demonded equols
the o%sedote quomtity suppPlied. On the Yoph this i4
wheste the doommwosd-4loping AD custve csosdes the
UPRos3-4oPing  shostt-sun AS custve. The cosuesPonding

Psice leved 4 the equililostivm Psiice level ond the



CoresPonding outPut s the equidibstivm seol GDP,

o Show how chondes in ogpedote demond con affect

MOCHOLCONOMIC  edU Mot

- Incseode in AD (AD 4hilts #ight). Leods to o mew
equililostivm with oo highest Psiice level ond highest
seod GDP. Thid con cowe economic exPordion ond
Potentiod inflotionosty Psessrste.

- Decseose in AD (AD 4hikts lekt) Leods o o mew
equidiostivm wikh o lowest Psice level ond lowest seodk

GDP, sesdbing in o secession wikh hidhest

o Show how chondes in ofsedote APPLY con offect

MOCHOLCONOMIC  edUiMAosrtivm,

- Incseode in AS (AS shilts sught) Leods €o o mew
equidiostivm with o lowest Psice deved ond hidhest seold
GDP, Promoting mom-inplotionosty deomth,

- Decseode in AS (AS shits lett). Leods to o mew
equidiostivm ikh o hidhest pstice level ond lowest seodk
UDP, cowsing 4todlotion (inflotion combined with
foling  outpud).



