Lecture Recap
(Dynamic AD-AS Model)
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» 5 equations; 5 endogenous variables (Y;, 7, re, iy, Er—1[m]).
» 4 exogenous variables (Y%, Ty, €t, Ve ); “shocks”.
» 5 parameters (a, p, @, O, Oy ).

» One predetermined variable (m;_1).



DAD/DAS

MELBOURNE

» Dynamic AS curve: _
T = Te—1 + ¢(Yt - Yt) + Vi



DAD/DAS

MELBOURNE

» Dynamic AS curve: _
T = Te—1 + ¢(Yt - Yt) + Vi

» Dynamic AD curve:

\/ 0‘071' 1
Y, =Y — S
‘ Trady " ") Tag,




DAD/DAS

MELBOURNE

» Dynamic AS curve: _
T = Te—1 + ¢(Yt - Yt) + Vi

» Dynamic AD curve:

\/ 0‘071' 1
Y, =Y — S
‘ Trady " ") Tag,

dme 1 + afy
dY; - ab,




