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‘The graph shows the aggregate supply curve and the aggregate demand curve for an economy. Price level (3DP price index, 2009=100)

1209
Draw an aggregate demand curve that shows the effect of a $100 bilion decrease in government
expendire. 5]
Labelit AD;
o
4 $100 bilion increase in taxes would shiftthe agaregate demand curve
sightward by an amount greater than $100 billion 105
(OB rightward by an amount less than $100 bilion
100
(OC. lefiward by a greater amount than a $100 billon decrease in government expenditure
()0 lefiward but not as far lefiward as a $100 billon decrease in government expenditure a5
90—
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>»> Draw only the ohjects specified in the question.




image2.png
‘The Fed thinks that an inflationary gap is emerging and takes actions to avoid ifs consequences 125, Picelovel (GOP defetor

Draw a curve to show the change in iniial ageregate demand following the actions of the Fed. Label Potential GDP

the curve P
ADy-E
AS
Draw a curve to show the multiplier effect on aggregate demand that returns the economy to a 125
fill-employment ecquilibrium. Label the curve AD,
ADy
Draw a point at the fll-employment quaniity of real GDP and price level. 120
s
o
98 89 10 101 102 103 104

Real GDP (tillons of 2009 dollars)
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A bank holds §7 for every $100 in deposits
‘The bank wants to hold §3 for every $100 in deposits

‘The bank holds actual reserves of §9,000 and excess reserves of §5,000

What is the actual reserve ratio, the desired reserve ratio, and the desired reserves?
>»> Answer o 2 decimal places

The actual reserve ratio is |_|
‘The desired reserve ratio s |_|

The desired reserves are §_|
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‘The graph shows the economy in a recession.

Draw a curve that shows the effect of a fiscal stimulus. Label i

Draw a point at the new macrosconomie equilibrium.
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The graph shows the economy of Artica. Potential GDP is $300 billion. 155, F1ice evel (GDP dafsor)
Draw the potential GDP line. Label it

Draw a poist at the equilbrium price level and real GDE. Label it o
Draw a curve that shows what happens if the central bank takes no monstary policy action and the s s
cconotny returns to potential GDP. Label it 140
Draw a poist at the new equilibrium price level and real GDP. Label i 2 195
To return the economy to fill employment, the central bank of Artica can 130
A raise the exchange rate 125
OF. take an open market purchase 120
OC. make an open market sale 115
aise the federal fnds rate e 40
1054
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‘The graph shows the aggregate demand curve and the aggregate supply curve for an economy.

Draw an aggregate demand curve that shows the effect of a $100 bilion decrease in taxes. Labelit
4D,
1

‘The magnitude of the tax multiplir is equal to

A the marginal propensity to consume muliplied by the magninade of the government
expenditure mulfiplier

o8 1
(O)C. an amount greater than the government expenditure mulfiplier

()0 the magaitude of the government expendifure mulipler divided by the marginal propensity to
consume

Price level (GDP price index, 2009=100)

1204

1154

1104

105+

100+

a5

90—
500 60!

0 700 800 800 10001100 120013001400 1500
Real GOP (billons of 2009 dollars)

(500,109)




