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Additional Practice Questions

AE Model and Fiscal Policy
Consider the expanded planned aggregate expenditure model below:

AE=C+ 1P+ G+ NX
C=C+mpcxY—axr
IP=[—bXr
G=G
NX = NX —mpi XY

For this question, express interest rates in percent (1% - coefficient is multiplied by 1, not
0.01).

a  Snolve for cshort-ruun eauilibrivum outout as a function of autonomotis shending



