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Aggregate Demand: IS
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Multiplier effect
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Effect of increase in the interest rate
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IS and Long run
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The Analytics of IS
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LM



The LM equation
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Money market



Change in money supply



Change in production



LM curve



LM curve



Equilibrium in IS-LM
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Schema of variables IS-LM



Equilibrium



How to use IS-LM



An Example: Increase in Money Supply



An Example: Consumer Optimism



Is this model right?



Is this model right?
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