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|IS-LM equations, solution
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Using Total Differentials
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[f it is lump sum taxes:

AY = —abATA = ﬂz —ab
ATA

[f monetary policy is being used, the A4 =0, so:
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Fiscal Policy (Handout Figure 3)
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Monetary Policy (Handout Figure 4)
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Extreme Cases: Fiscal (1)
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Extreme Cases: Fiscal (1I)
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Extreme Cases: Monetary (1)
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Extreme Cases: Monetary (lI)
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Zero Interest Rate Bound
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Monetary Policy In a Liguidity Trap
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Fiscal Policy In a Liquidity Trap

LM | Mo, Po, Mo

Ao/ (d+n)




