Homework Assignment Semester 2, 2019
BUSN1008 Introductory Macroeconomics
Please answer all questions (as precise as possible) and submit it on-line via turnitin.

1.(40 points) An economy is described by the following equations:


C = 3, 000 + 0.5(Y − T )
IP =	1, 500

	tt =
	2, 500

	N X =
	200

	T =
	2, 000

	Y ∗ =
	12, 000


a. For this economy, find the following: autonomous expenditure, the multiplier, short-run equi- librium output, and the output gap.
b. Illustrate this economy’s short-run equilibrium on a Keynesian Cross diagram.
c. Calculate the amount by which autonomous expenditure would have to change to eliminate the output gap.
d. Suppose that the government decided to close the output gap by Increasing taxes. By how much must taxes be increased in order to do this?
2.(40 points)a.Suppose that the election of a popular candidate suddenly increases people’s confi- dence in the future. Use the model of aggregate demand and aggregate supply and a graph to analyse the effects on the economy.
b.Suppose now a wave of negative animal spirits overruns the economy, and people become pes- simistic about the future. What happens to aggregate demand? If the Central Bank (or Fed) wants to stabilise aggregate demand, how shout it alter the money supply? If it does this, what happens to the interest rate? why might the Central Bank (or Fed) choose not to respond in this way?
3.(20 points) Suppose that the government increases expenditures by $150 billion while increasing taxes by $150 billion. Suppose that the M P C is .80 and that there are no crowding out effects. What is the combined effects of these changes? Why is the combined change not equal to zero?














Homework Assignment Guideline 
BUSN1008 Introductory Macroeconomics 
Please ensure that you are aware of the University’s Academic integrity policy. 
Preparation 
The slides and textbook readings will give you the basic framework of the ideas, theories and concepts you will need to complete the assignment. These notes may not be sufficient on their own. You will need to make use of additional reading and extra references in preparing your assignment. When you are taking notes for your assignment, try and ‘translate’ what the author is saying into your own words. Don’t just copy out huge chunks from other people’s work, otherwise they will probably end up in your assignment with very little of the wording changed (which is plagiarism). 
Writing 
Please answer all questions in different sections. Maximum word count should be no more that 750 (approximately 3 pages). 
Make sure you have understood what the assignment is getting at and that you know how to complete it. In particular, please be aware that no assignment will ask you just to write down everything you know about a subject area; instead, it will require you to consider specific issues. Try to stick to the introduction, discussion, conclusion format in your essay, that is, set the context of the essay and outline the structure of your argument, cover the relevant material, then tie the discussion up by summarising what has been said and offering YOUR opinion on what the question is asking about, based on the sources you have used. You should provide evidence for all the assertions that you make during your assignment; that is, make reference to ideas, theories and concepts, empirical research and/or experience of your own which support your claims. Remember to cite the sources of ALL the ideas and quotations that you have used in-text. Also, don’t forget to provide a full bibliography and don’t try and pad it out. Only list sources you have actually looked at. Refer to the referencing guidelines provided for this topic. Develop your points to make it clear what you are getting at and don’t leave arguments ‘hanging in mid-air’. 
Referencing 
All sources, whether academic books, journal articles, newspaper articles, material from the internet etc., must be cited in the main text of your assignment. 
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