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1. What is cyclical unemployment? 
2. Explain the relationship between cyclical unemployment, equilibrium GDP, and potential GDP. 
3. Explain when will inflationary pressures rise and when they will fall. 
4. Explain what happens when AD shifts closer to full employment GDP. 
5. What does the Neoclassical zone of the AS signify?  
6. What do the Keynesian zone and the Intermediate zone of the AS signify?  
7. According to Keynes’ law, how does a decrease in demand affect supply? 
8. As price level increases, what happens to aggregate supply?  
9. Describe the shape of the aggregate supply curve. 
10. What are the four components of aggregate demand?  
11. Describe the shape of the aggregate demand curve.  
12. The data below represents the price level, aggregate demand and aggregate supply data for an economy. Use the data to answer the following two questions. 
	Price Level
	110
	120
	130
	140
	150
	160
	170

	Aggregate 
Supply ($)
	1600
	1640
	1680
	1720
	1740
	1770
	1800

	Aggregate Demand ($)
	1780
	1700
	1680
	1640
	1620
	1600
	1580


What is the equilibrium price level and real GDP of the economy? 
Refer to the data above. Describe the economy of the nation presented.  

13. Describe where equilibrium price level of Real GDP occurs in the AD-AS model. 
14. Use the aggregate supply (AS) curve and aggregate demand (AD) curve below to determine the equilibrium price level and equilibrium real GDP for this economy.
[image: ]
15. Describe the shape of the long-run aggregate supply curve. 
16. Describe the shape of the short-run aggregate supply curve. 
17. How does a rise in business confidence affect investment spending?
18. How will a rise in business confidence affect AD? 
19. Suppose a new technology enhances labor productivity. How does this affect the aggregate supply (AS) curve?
20. Suppose energy-saving manufacturing technology gets cheaper; how does this affect the aggregate supply curve? 
21. How does a decrease in the price of an important input affect aggregate supply?  
22. How does an increase in wages affect aggregate supply? 
23. How does an increase in input prices affect equilibrium?  
24. How does a decrease in wage rates affect equilibrium?  
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