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AS-AD model

(X f#% National Income Determination and Price Level [ U AR E B EF&7KE)
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Aggregate demand (AD) HFEK

(1) Reasons for a downward sloping AD curve

(i) Determinants of aggregate demand:

® Private consumption expenditure, which in turn
depends on disposable income, the desire to save,
wealth (value of assets), interest rate, etc

® Investment expenditure, which in turn depends on
business prospect, interest rate, etc

®  Government expenditure
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® Net export, which in turn depends on the economic SR B L)
conditions of trading partners, exchange rate, etc
Aggregate supply (AS) HEftiE

(i) Reasons for an upward sloping short run AS curve
(i1) Reasons for a vertical long run AS curve
(ii1) Factors affecting short run and long run AS
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The determination of level of output and price

(i) Determination of the equilibrium level of output and
price level in the AS-AD model

(i1) Changes in the equilibrium level of output and price
level caused by change(s) in the AD and/or AS

(ii1) Relationship between employment and output level
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AS-AD Model E2FE:RE
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