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Outline

• Deriving IS, LM
• Graphical depiction of policy
• Extreme cases
• An Extreme Case in Context



IS-LM equations







Extreme Cases: Fiscal (I)



Extreme Cases: Fiscal (II)



Extreme Cases: Monetary (I)



Extreme Cases: Monetary (II)



Zero Interest Rate Bound

Source: St. Louis Fed FREDII, accessed 2/13/10
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Policy in the ZIRP World
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