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1) Explain if each of these variables will cause a movement along or a shift of the aggregate demand curve. If there is a shift, include a picture of the graph showing the shift. (Don’t forget to label the axes and AD curves)
A) An increase in the price level
	movement along the curve
B) An increase in government purchases
	Shift.  
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C) Higher interest rates
	Shift. 
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2) Explain if each of these variables will cause a movement along or a shift of the short run and long run aggregate supply curves. If there is a shift, include a picture of the graph showing the shift(s). You can include the SRAS and LRAS on the same graph. (Don’t forget to label the axes and SRAS and LRAS curves)
A) An increase in the price level
	movement along BOTH curves.
B) Technological change
	Shift of both curves. 
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3) Consider an economy in macroeconomic equilibrium.
A) Draw the equilibrium. (Make sure to include all 3 curves and to label axes and curves.)
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B) Suppose there is an oil supply shock. Show how this affects the equilibrium on the graph. Also, state how the price level and real GDP change.
	price level increases and real GDP decreases  
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C) Describe one way that the economy will return to the original equilibrium. (You do not need to include a graph)
With the lower level of output, people are unemployed and products go unsold. Workers will accept a lower wage, and firms will decrease prices in order to clear inventories. Then SRAS moves to the right, restoring long-run equilibrium.
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