NOTATION
* Endogenous Variables
» Exogenous Variables
» Behavioral Equations
e Identities (=)
 Equilibrium Conditions
» Parameters or Coefficients
» Reduced Form Equations

e Structural Equations: Behavioral Equa-
tions, Identities, Equilibrium Conditions

THE MULTIPLIER MODEL
Y': output and income
AE=C+1

S=Y-C

C=a+bY

% =MPC =0

% = APC

AS =AY — AC
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EQUILIBRIUM

Y = AE

or
Y=C+1,sinceAE=C+ 1
Let

Y=C4 1

IfY = AE,thenI° = ]

IfY > AE,then I* > |

IfY < AE, then I® < |
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C =a+bY Behavioral
Y =C+1 Equilibrium Condition

Y=a+4+bY +1
Y —-bY =a+1
Y =5+ —l-i—bl Reduced Form Equation

C=a+bC+1)
C=5+ Tf—bl Reduced Form Equation
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SAVING, INVESTMENT
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S=Y-C
Y=C+1%4s0S=C+1°-C =]°
Inequilibrium: ¥ = C+1,50S = C+I1~C =
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