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Outline

• RecapRecap
• Graphical depiction of policy
• Extreme cases
• Policy in a Liquidity TrapPolicy in a Liquidity Trap



IS-LM equations, solutionq



Using Total Differentials



Fiscal Policy (Handout Figure 3)



Monetary Policy (Handout Figure 4)Monetary Policy (Handout Figure 4)



Extreme Cases: Fiscal (I)



Extreme Cases: Fiscal (II)( )



Extreme Cases: Monetary (I)y ( )



Extreme Cases: Monetary (II)y ( )



Zero Interest Rate Bound
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Monetary Policy in a Liquidity Trap



Fiscal Policy in a Liquidity Trap


