


















36. Draw the AD-SRAS-LRAS diagram for the U.S. economy starting in a long-run equilibrium. 

Oil prices rise (Oil shock!).  Use your diagram to determine the SR and LR effects on U.S. GDP, 

the price level, and unemployment. (Description 5 Point + diagram 5 point) 

 
 
 
 
 
 
 
 
 
 
37. For the events below, determine the short-run effects on output & determine how the Fed 
should adjust the money supply and interest rates to stabilize output. Congress tries to balance 

the budget by cutting government spending.  (Description 5 Point + diagram 5 point) 

 

 

 

 

 

 

 

 

38. You are thinking of buying a six-acre lot for $70,000.  The lot will be worth $100,000 in five years. 

(10 point) A. Should you buy the lot if r = 0.05? B. Should you buy it if r = 0.10?    (If no 

equations, no partial points) 
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