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(b) Determine the equilibrium in money market (LM equation).

- (¢) Calculate the, équilibrium level of income and.rate of interest, ‘
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S (d). Find the shlﬁ in the LM Curve if reaI money supply increases by 40

e) _ F ind the new equ1hbnum level of rate of i 1nterest and i mcome when realsmoney supply
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2 (@ Derive the IS Curve, g
e (b) What factors determine the slope of the IS Curve ? 7
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Explam how a monetary expansmn leads to an increase in income anda reductlon in the rate

~ of interest. Is Monetary Pollcy effectwe in the hquldlty trap region ‘7 15
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ve tl e'AD Curve using IS- LM curves Show the effect of an expansmnary Flscal Policy
: on:.;.the AD Curve
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