Table 1







Market Equilibrium

1. Occurs when B = B, at P* =
850, i* = 17.6%

2. When P=$950,i=53%, B >

(excess supply): P L to P¥, i

Toi*

3. When P=$750, i =33.0, B'>
B' (excess demand): P T to P¥,
iltoi*

. Demand for bonds =
supply of loanable
funds

. Supply of bonds =
demand for loanable
funds




1. Profitability of
Investment
Opportunities

Business cycle
expansion,
investment
opportunities T,
B 1, B shifts out
to right

2. Expected Inflation

LS W
shifts out to right
3. Government
Activities
Deficits T, B,
B shifts out to
right
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4, BY shifts in
to left
. BT, B shifts
out to right
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1. Wealth T, 541,
B shifts out to
right

. Investment T,
BT, B shifts
out to right

. If B shifts
more than B¢
then P4, i T
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Rise in Income or the Price Level

Interest Rate, | M
2
2

1

1. Income T, M T, M Mg

shifts out to right M
2. M’ unchanged
3. i*rises from i, to i, -
| M Quantity of Maney, M
Rise in Money Supply
Interest Rate, i MY M3

|5 LR S

1. M' T, M’ shifts out to right
2. Mdunchanged

3. i* falls from il to i2

Cuantity of Money, M
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Table 4 Factors That Shift the Demand for and Supply of

Change in Money
Change in Demand (M*) Change in
Variahlc Variahle or Supply (M) Interest Rate
Income T Mt
Prsce level T
T Mt
- The effec of dec m ihe
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