-Ee 9°
ve
| D-@Md 3 3

The relationship
vetween real
Grop XN 4We Price
\eve,\ \S Cxamuned
A\ -\—\\-e Otaa regate
Swpply-aggregate
demand madel,
CAS—-AD model),



N Ewy 3\\!-?\'\ 'E\ﬁz,
Ry %udwﬁ\ﬁ o

ceal Gop supplied
depends on +he GUAw
23 of labour €wm-
ployed , +he -
o\ ot P""'\"ca'l
otnd e C&P\h)
xwnd the State oF
yecwhneoloqy,



We S‘tuiﬂ 4_\“'{‘_ |

- %11““::,,;(;33”- ‘



Lowna=NWUn \n M&0-
ecavno™mi (S

\vn ke shork-tun
cesources MaY wok
v e So\\y ewmployed
ane outpul Nay
e  Glpoeve ©F belod
?QR“*‘ Q.\ O\k'\'?“‘\



s
' e lang=tuwn el
owou\o\\a\z v-e.Sowrt-Cs

are ewploytd +0
e\ \ao{--e“aq\

] \ GDP
?n-&lwﬁ\ﬁ-\ \’-t&
\S -WQ %\*Qh’c\m\\

cea\ &DP at



S nort-vuy arec 6...
be Soppy O

“Twe sShore- cun oa-
areyate sopp \~?
&< kS) Shows ke
Vo ousS Quav\he‘es
¢t veal GDp Sup-
thed at d Llevent

Prce levels

whenw e ‘M‘ohq
U-Da-ae N‘R)' e Pa-
Ces o f obwer resoun
CeS, and pPotenhal|
Gop are held Con-
Stant



n
s‘r\or—‘cvﬂ%&j&ﬂ .
B %%%?NS
Y

\Zebgf‘x3
‘ ",
‘e short- :\:ve o
VW Sheo

eCa
N

hw“
RN %

ce
e \wn e P

S

A ™\

X rise
Lfv el \Q&gt\*}-@
\
%Q
\W"\

\ Go®. supph
e\




TWQ Shoet-tun ®

ey aregate suppl
s(§§ eg Bu P uaqvt‘rl
nd (KSR

T whewn owiput prces
- ase, +he pricele-
vel erges,

\£ +we Price (2vel
r18es awd *rhe mondy
waqe rate and
‘o¥\Wer FCtor Prices

| - CeMmA N Cahs'bdn'&)

all Lfirmws mCreace
oduckton and the

L Qeantty of real @bp

supplied wlreaSes,



q
Sh fis wthe

hOrk-run g qre-
s¢:;\,-(_-,e. swp(:(:[aacsf*s)
ey £

T\.e SkS Cucv L

s\ Lkg (F theve
are Changyes

\W
\. ‘O watenal pe -

Ssucw oS a\\)

2 ‘*he w32 cote

3. ?b‘b?h{'\&\ EOP,



\O

—T\e @ffect af an
WA CreotS e \n +wne

Money waa% Q-
te

The ™owey wWege
rahe CiSes When

expected \nfla-
4Lon rises.

A v\Se \n Lo Mmowney
Lol wite delCreat-
S €S SROvt—V"uWn aaam

aa"\’e SHP?l\‘

\d Sk fie +\We shoet-
CUWn %R A e A+t su?p(-{
Curve et ward.,



. EN
5

{0 1,290 g

Tne \mawr e 80P
p\ov\e\‘ \gee cote, +\~e.
3 Wee ot \m’
wd *ke Swmaller 1 wg
u&'&wk\ / hat -@ms

ve willing :gfhi

at each pmc_e (ev



Ve
greqate
Long-vun kqarey

S0P

e v2lationship
N twlewn -\v\\e%ud::m‘
ot of veal Gbpﬂcg
-E‘\ﬁéé and +he price
\Pe;-a,\ When +\n‘._eq&¢
Nomina | oy e ’
ckomﬁwes W\ s-\:-eiév“
\HRTEWR price | e
-{: Xchieye L\ em
Ploy rent




\3
<T\we long=run Qaa"e-

qate TSupply (Las)
Curve \s & vertical
bra|l output level

‘W Fhe ong vruwn,
cea\ Gop So"\vei
\S Cangtant o+
Potential &oOp,



?ﬂ eve [ {
G‘D
o2
otentiot]
WRLT:
© \00o eeol

\n the (on mw o C1se
(n Hae Price teve| dees
notT @L—PFQ&& Poﬂ:ewhq\

& nd e -



\S
a
o ‘O:\ase“;r\cz
AN
:“\SG\ ‘\‘: asSsaciated
\eve |

Pevcen.-
wa\ pe "
e reases
A

R-
uaL3c.

N :\:;\ e:-l-ket- re-
e

werC€ Pe\Ces
Se ?

‘c



6

W the fany T ave
A the leng & o~
Ay advantaye
R

— eep 1 Cone

V\\S \\Eé - | \

r ta
AR poteén
stant at T

GOP.



\+

Prce. LbsS
- |
Defle |
‘o¢
_ ea\ GOP
Bt I e

e P (;,WO R.eal

&0
POt a ’
| Gop -
\n e shovkrun | e
eConomy|  can be beloW
Ov dlgove. potewtial @op

gwcfcq@(ﬂens 1N Cmploy mept
verthe business Ay cle

Cauge Pluctuakions \n
real @pp &vround  pPoten—
Heal &pe




\3

wn A§jgve-
qates suppiy

' '“ anaes
Lo C
s?:;:enha.\ G-DP.
N T 4he |:_\n3
ﬁf*:ﬁﬂregde
se"l-'



\Q o
hvang
| %P%  \
| Gy
(o s ?
| - ‘&- Cﬂ?
WA o 5
3 - \kM\Br@»-
‘ 21:0& O\Oa\w %\\e-
. feckwn
<. f?ew\ Qw&(ji . g:l%hﬁﬂ
‘ han \
A Chaw >
-3,



19
A daange \n poien-
hal GD

e
| v\,eyd 'r S 'Pfge
R -

o 7/};?,/
D | et

\wo 1300 @Lge;&\

Otonfia| o

et o
Bot\ Jc\r\e LAS awd the

SANS C
k&e & au‘k\?&s shi Pt +to




2\
emand
Pc%'%\@e%kc&e »

A eelationgwp ,wa
’H\Q b mﬁﬂiﬁ and
WPH ce lewvel

o
\ &D




712

The qudnkty{ of ol Gpp
domanded d\m“‘éfg when
Yo price level Sadnges
movements_along the
ND T eNE.
& s St of veal
Leomanded vanes
wath the pnce

e
GOP

ML{‘S ely
\evel.




23
Rexsons fae the ne
qAE\Ve slope of the
aaareacr‘&-e deémdand

Cuvrve

o The wealkk ellew

when rhe price \-evel
cr1Ses, real wedxiikh

d e Cvredses.
Pea?\& wtill declreale

Fevelore 93yreda-
£€ demand c&%céreo.ses



z.qlc
Q

\' S que |
Mo“ej e l+\’\l\\o \ckmé
\\qu@u xre Q\{ 3
\*C HO. \ " Mm\“\!e .
Q\)OQ 5 cxv\é’ 7 B
\Q\V\\Cev'd clges ,.ifo.,“.
- :meh‘t’ Zt:k T
N P\-l—k \S W Tb
weqcen’t less

Pécece

belore



3. T\f\Q S bgﬁ—t&)@ﬁ@ﬂ
o flect

wihen the prce (e |

wses C“\\MGH:LOV\
\WCreeses ) 1w 4erest
TateS vge

people Poskpone expen-

At e s on \nveskMment
and  ConsSumptLon

2perding d-edreales

d d.ecefore ag9re-
%&{3@ domand dgé——-




| 26
The Substitution

Q#&@Qts alsa works
.,\,.\,.\mué \n%«evw@xtx@&
aa\ price
when +he Cchaétdr\
Price \evel wises
velative +° {we fa-
r&an PpPrice \«evg\
Canadians wuw

Ma
‘™M partS . Fave:. mer;g
buw( Feu.sev el .



- 2F
To deond the AD Gaxve

L BN QC:%@%\/@V\ 5
2T sia\ o d SAONEE]

T ot e

Shifts \n AD @&W&

when one of these
v dnal \es Cchanqes,
Lo hp Carve S \AES -
rauld Comge wnCreases

o decreaxses w AD
A emadnd =



. ‘

. Expectotion s B
fhh PR expect
w\g@m HUSposable
Weoetg o tnlCreage

C@V\Sum‘m{j@
W Crea Ses f%;ji?““éf
\[

s @ .
) ceecponds o
Y Creage g p‘:\ &Fiiz;&c

r
Price. |
Leve| —> ’—»!Qcéeif
L A\ Y
A& CwnaAWN
L Mem
Rea|

—> GDP



2
(D AR \nCrease \w» €xpé~
cted Lfuture prolits
\ACreaLse s WwvLeStment
oy Lirms Loday
And wnwCreases agare.
%Q-E-e demand.

A ShEt \n AD Curve
out ond +° +we g ht.




30

m.

EXPGV\ VQ —
mﬂ(?&}@ha\r\t SC« Q@

\Q\{

@) d\

@ @ oanqes§ \

8 depie pi
Q av‘f N Ments e
Mewb LS \n 90

S’Pehck%v\vemr‘

’ wJQ
wld. ca £3
oy
N c&é&@ms(



3. cNLO“!?&QV\, Peﬁc'
A Ing-es W\!r\-be‘-,-
€Lt votes oe
Chong s n +he
ALAnEIty of Mo~

ney Su?PhecL

Y. The w
oy orld Eco-
chavnges W +th
exclhdnwg.e vate

awnd
A&he.& e13V\ In=-
n oppreCiatie
-|I-Le. Canadian m:i
av decreales AD



32

S\\Ot*{mvx MO Cro €D
NOMIC LU h\@nu\M

\-£ ‘DCCE@S &i‘f\gy\\%ka
U AN 04 €
jzeMOCV\& % \GD

LU AN @F\F@@&‘
G‘D P q%v I n@g
Poce. LS
Leve | (gb(:
- \00/><
sko*é‘:“ N ap
%‘:ﬁ'&w,‘f © \W®@ \goo W“\

\9 %'D{;ev\k\m



‘v ke shoctvun ey

\\-bﬁuw\ S P-\—@Q(Q QI:ZEM‘E

i@‘:((:\n b‘»e, %‘r&@(*’é&“ Fhan
055  Hhan potenbia|

S\ ok —rwun

eawl

t&zihvgoma\ gﬁ—é&g E ﬁg

-y M\:‘& XS ackaa| vea

%4%\{2 G ™ |
tol gop, .



« pn \nlrexse

‘A ke shoct iy 39
nominal woges otnd
oo™ ta puk Prices
o€ ept FAxed

Ar \noreasSe \a AD
Wl eesald A an
» tAprovImMent e the

-1
| C&
B W \WCrease %e\ > N
w v\ GDP m

' 2 Px e
Vesar e o



35
Lowe ~Run, MXGoeCan 0~

mee —ea it tbrium

\w long—cun Mmacro-@Conomic
enuilibomum, real €op

\§ vea) gop equals
potentict| GDE e
elonem~ (& o+t "QU‘&.\“‘
| %QQO\,\MM &%&*‘Mbw

Level < hS




|
ona adond tes o
aqarenote s ong e
R te supp N %:‘W\
ATVE

) \j( \:\QEM‘?((QM~ @(\ voide od

onenel 5 Mmelnt S 0"@
®% e \r\@({um\. Qﬁﬁﬁ‘
_ QM@KQ\( MQW@:@*Q

Th NEL
-aéfu ;\é ?\e,\‘\ .
ol skm‘\:\“ﬂ‘?“@ :5%6
CCA‘\Q msgc;gf\ e w&ek\)%
?Gag - Ve & «M: >
10 \ej{f\ww \{ B N ‘



E(lo\c\o M Q %’C@w‘%‘z\
\g P&‘“S\%*\ﬁh\%
RN 2\ p@«@:&v&@q
- GoP.
L&gﬁ Lﬁg\ YA 1\S S\\@wv\

KS e

I alcd. 3\@/@:

Ment v thR

— 5SS Guarve

I

200 \7300 W};



, 38
@ DemMand |
o Ao

nLlocbon e e

- Pl skt Tuge in

e price level

M L[ atron © Ccurs
when @ vregd-te
desmand \f?@e«e@w@g
\b&l Mol Khaw

Hne. (nerease (v

&@h%—-«mv\ @L%gvﬁ f—
fe Supely J

t



39
v Cle
& C
SW\Q%D J\’[O&J&k
he BASSS
N\

cycle
- A S\neS S
e \:: %Qmi%é
e wn Gggre
m%/g‘%%:;@ ob =¥ n\ e
but kk&_@ e aayds
Tt \j@ ah@%%P "
Ve real &

~ g.éiﬁm\ G

o



i)
Rece<s \V\’? ‘@'E‘«@WQ |
G p ;lQV\GK‘{ GEP | hf

WO

%o

pelod Rull- -

epploy mewt emploment

@E;QQM 1§ =1 Y (VI VN agm\tbnw\ ~
Potlntal GoP .
- excCeeds veal %@éﬂj

G Dp %?gg&m(

L esspo Nyl

B nflabonsey



Ley
\:\V\C%M@C‘CVQ“g WA
A Waoregse T\ Counoc-
dian @xporis \WOredss

e KD shifts out
oind O Hae W%NT

LS




Real Gop exceeds
Potentia| GOP

g the ™Money wo 90
g AR T\ ses, e <Show-
caun  HS CAW begmls

to sl £t e ftward

S KSo > SAS > ronte
D b | -
fed

WS [




E\/@n‘{:\»\@wlﬁ) Ylne 10N
wmge ol Tises b\j
e gamvme peeCenta—
&Q &8 Hhe Price

(evel

~whe puce \evel has
“\Sew EO 125 3 o
ed| GOP (s at peten
el @OPp



N by
\:\\LC%Q&OGELOVLS (A

Qe gate Sopply

SNP(D@SQ ¥he IPWC%

0T ol (eneryy) vises,
The cost ef producton
\neceases and Feme
d-ecrease  produtiion




u (LAS ohS
\eve | <NSa
\92.0--=
\} (o) |

1 |
950 000 pag)

. es| gpp decreas %@DP

. the P2 (&e| (woreases

The €onomy Bx<pemences
beth ©LCesS(on &nd (K
¢l aton

< Sikuwabc Enoudn
g@ \S'Eﬁg £l oo




