o do daslr
s pgle g dylad) 5 43LaBYN pglall AU
1 JSU sladY : plids (2025-2024) Jg¥ ottt B31 did)
Exercises on : The Keynesian Model of General Economic Equilibrium
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Exercise 01:
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C1=100+0.8Y1 ......... (1) C2=100+0.8Y2 ......... (2)
1 2 Aoladl e 1 Aoslaad) zykasg
C2-C1=AC=100+0.8Y2-100-0.8Y1 =0.8(Y2-Y1) =AC = 0.8(AY)=AC :i—i = 0.8

2. calculate the equilibrium income Y* 351531 JWI giume Gl .Y"

APC =§ = 0.9, WE KNOW THAT: MPC=2—$ =b=0.8
C=100+0.8Y
¢_100 08Y since£ = APC = 0.9, THEN:
Y Y Y Y
100 100

O.9=7+0.8$0.9—0.8=7 = 01Y=100=>Y=100/0.1=1000

3. Find the savings function, and prove that the marginal propensity to save (MPS)

equals to: 1-b:
151 S=Y-C OB Y=C+S 151 S jl5-0Y1g CIMgiudl ¢y punsdiy Y 51 OF Loy
Y=C+S=>S=Y-C=>S=Y-(a+by)>S=Y-a-bY=>S=-a+(1-b) Y
$=-100=0.2Y. )= dls (29
1-b ¢ Y-V ds Juo O WS w1t can be proven as follows:
S1=-a+(1-b)Y:
S2=-a+(1-b)Y:

the change in savings J&a¥) & il denoted by AS, is the difference between S, and

Sll
AS =[-a+(1-b)Y2] -[-a+(1-b)Y1]



Simplifying :
AS=-a+(1-b)Yz +a-(1-b)Y1 = AS=(1-b) (Y2 - Y1) = T = (1-b) wsthadll sy
Sl Jieddl Graphic:
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Exercise 02:
- Find exactlly the numbers of the consumption finction C=a+bY? dl> zlySeiwl
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C=1040.6Y LS Il Als JS& 055 el



- g il Jeodl Zz SExplain the marginal propensity to consume (MPC).
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- N AW il Jwedl cew>lHow muuch is the marginal propensity to save (MPS)?
Y=C+S=S=Y-C=>S=Y-(a+by)>S=Y-a-bY=S=-a+(1-b)Y
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- Explain why the sum of MPC and MPS equals to 1.
Jslall e (s 3 EaY 7 ) 1an S 1 o) (ol C a1y S A (o aniiy Y J3al) o Ly
(U Zalall vie Laily 4y () salbas ASEK Jad | jLai)
Y = C+S = AY = ACHAS (b da Gl s ks 13Lal = 58 oy S8 5 Jaal) (8 sl Wi 13l

5 s
By dividing both sides by AY we obtain :
AY AC AS AC AS
>—=— +— =—=MP(C,—=MPS= =
AY AY AY AY C, AY sl
AC
Exercise 03 :
gis g A1s Jadd 2y SV ¢p el Wble JleaiwbUsing the data from the
exercise 01:
C=100+0.8Y

- SR S D990 Hledd! OF 2l A8Lgassume that 1=100, illustrate this in a graph ?
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tile Lghdady S Cdlall d1s slolFind the agregate demam\:l( ? graphit?
The agregate demand with two sectors AD = C+| > AD=a+bY+Io
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AD = 100 +0.8Y +100 = AD=200+0.8Y (1) A<} cullal) lalaa & g

A
AD=C+ ]

AD'= Y’
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- Draw the line 45°, and explain it ? G 13leg d>)yd 45 Jas Jiad
AD llall 5 Y Jaall o L (s sbucii (5T sy snall o ail Lesd (s sbocty Jalial ae Lua Wil S Jiay

- Olgdl deapgd 3Ll el illustrate the equilibrium graphically ?
A0 45 bad ae AD SN llall isie adalily G 31 i) Al 4 o3ke ] ) (AN 8 A Al
- S/ S ol disyhas 35101 J5W ol calculate the equilibrium income Y
using the method of Aggregate Supply = Aggregate Demand
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Y=C+I =Y =a+bY+Ip=Y-bY =a+lp= (1-b)Y =a+li=> Y =L
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200+0.8Y=Y = Y-0.8Y=200 = (1-0.8)Y=200= Y*=200/0.2 =1000

2/ Hlediwd ! A yhas (3519301 J&-WI ©lw-calculate the equilibrium income Y using the
method of investment=saving :I1=S
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a+lI°

I=S=Ip=-a+(1-b)Y = (1-b)Y=Ip+a =Y = P
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Y*=200/0.2 =1000 233 (2 gLy a g8

- il 3511 JSul S g Slmily Casbaell dasd Gluw 095 200 JI Hlediwd! 8oL) Al § If
I increases to 200, calculate the multiplier? Calculate the new Y*
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— -— - = —_— : —
2171 b 1-b 1-b b Z 1-b

i) cisliaal 4 al) disall uA—

1 1
1 B 1
1-b 0.2

is the multiplier

=Y+ AY = Y, =1000+500 =1500
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Using the data from the exercise 02: C=10+0.6 Y

- Assume that the investment: I= 100+0.3Y, illustrate this in a graph?
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find the agregate demand ? graph it ? )
AD=C+|l = AD=a+bY+lp+rY NG
»

=AD=a+ [o+(b+r)Y AD=C+ 1

=AD =10+100+(0.6+0.3)Y

=>AD=110+(0.9)Y AD'=YT .
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Y= AD=1100" Y
- Draw the line 45°, and explain it ?
The 450-line shows equal values for planned AD and Y (output, income).
- illustrate the equilibrium graphically ?
The point A on the graph is the equilibrium piont, when AD=AS=Y, the aggregate demand
equal the aggregate supply.

- calculate the equilibrium income Y using the method of Aggregate Supply =
Aggregate Demand

AD=AS=Y = Y= a+ lo+(b+r)Y = Y-(b+r)Y =a+ Io= (1-b-r)Y=a+ Io

v atlI° % 10+ 100
>Y*= = Y¥i=—————
1-b—r 1-0.6-3

Y*=1100

calculate the equilibrium income Y" using the method of investment=saving :I=S



I=S = Ip+rY=-a +(1-b)Y = (1-b)Y -rY=Ip+a =Y =

- ifIincreases by 50, calculate the multiplier? Calculate the new Y”

Al = 50

Yoy = AY = a+rI’ a+l° _ a+I°+Al a+lI° R a+l° Al a+lI°
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=>Y.=Y+ AY = Y2 =1100+500 =1600



