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(b) Outward Shifts in the
Aggregate Demand Curve

Increases in

the money supply
shift the aggregate
demand curve to

the right.
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(a) Fed Holds Money Supply Constant

Interest rate, r
2. ... but because the Fed

holds the money supply
1. A tax constant, the LM curve
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(b) Fed Holds Interest Rate Constant

Interest rate, r
2. ...and to hold the

interest rate constant,
the Fed contracts the
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(c) Fed Holds Income Constant

Interest rate, r IM
2....and to hold
1. A tax income constant, the

Fed expands the

increase = —
shifts the money supply.
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1929 3.2 203.6/139.06/ 40.4| 22.00 5.9 26.06 50.06 - H52.0
1930/ 8.9 183.5[130.4) 27.4 24.3 3.6/ 25.8 49.3 -2.06 52.3
1931] 16.3/169.5/126.1] 16.8 25.4 2.6/ 24.1 44.8/-10.1 54.5
1932] 24.1/144.2/114.8 4.7 24.21 2.7 21.1 40.20 -9.3 5bH2.5
1933] 25.2/141.5/112.8 5.3 23.3 1.7 19.9 39.3@ -2.2 50.7
1934 22.0154.3/118. 1 9.4 206.06/ 1.0 21.9 42.20 7.4 b5HI1.8
1935 20. 3/ 169.5/125.5 18.0 27.0 0.8/ 25.9 42.6/ 0.9 60.8
1936] 17.0193.2/138.4] 24.00 31.8 0.8 29.0| 42.7 0.2 62.9
1937 14. 3/ 203.2/143. 1] 29.9 30.8 0.9 30.9 44.5 4.2 69.5
1938 19.1/192.9140.2 17.0 33.9 0.8 30.5 43.9 -1.3 69.5
1939 17.2209.4/148. 2 24.7 35.2 0.6 34.2 43.2 -1.6/ 79.1
1940] 14.06|227.2/155.7 33.0 36.4 0.6/ 39.7 43.9 1.6 90.3




T BB xFISw & 6 &

> FEL JXﬁMIﬁEm}EH :
19304EA8HT, 7= H SRR [F R B,

> JLPHT] 58 R
19294F 7 1 5 S B0 IH T Ik 31 2
19204 AR 3 Fa 8 ioF i 1 ik S B R o R B
HRAT (51 B D00 2 Al T i A B R T R T ) e s
BORF T S TR e IR 360/ 32 1)

e PAEW AT BE A e R
29



% TAB G ST LM 265 7 &

> SRR R

DT R Ze b, Rk

19294F- %2 19334F, 5C
FFt.
> FHIS-LMERIERRIX — R B 2] T
/N 1al
MEEE

I KRR S 92 b 02 I R AUE IS AT BT
YNIN -2 CICIEZ @ I E S A= N

30



A3 TR %%T%%AF

— A G NN, 5T RS ] Be {15193 14F
m~@%@M% FEIRTEAT R | — B Ei Y mE gl
AR 1

HATTHE S T PR BRI SR AR REIX — WL A .

(1) A WHHRIORS T BT 2800 & W Gisr AN 5
LRF RGNS L, BT NS ) = Tt
BN, X — W%%@MﬁT%%%Mium—

(2) TE NHREGRMERET, WHEAR] R
TRESTRESERAE, BRI AT 5 7 K.

31



REMAEGTFZ MG, FEOGKFIHIRAA]
He-fHE

ILAE S i LA 2 e v B th it 45 3k b DU 79 22—
K S s H1 B O BSOS AR tBAN ] RE L

PITE A 2 A B T B L & 55 M s R 1) %
BJE, S RIET R EROF AT FIIERE L 1 .

\~1I|

32



%W‘%:mw##ﬁw$%é¢@m%%$ﬁﬁ

20062220084, FE[EFM T EE 7 KZ120%.
ST — R A)

6 R AR O RN BT A3 o5 Mo [m ] A ) A5 . K i _E T

PEAL DR SR B BB 4
L#ﬁ%A7MEﬂ%ﬁ$%M@,%%ﬁ%%%@ﬁﬁ@

TH GO T B

X — ZR 50 ) 7 S 3OS 1 2% 7] 2 #2 Bl)

ﬁ?ﬁﬁ%%ﬁm %%%ﬁ%ﬁﬁﬂiﬁﬁ
WA EGT IR H T RIR G R 5, EEE
?}EHJT b R R AT BURF 57 H B 33




Industrial
production
relative

to peak

0.8

0.6

0.4

0.2

0

Great Recession of 2008-2009

e M

Great Depression of the 1930s

| I IS IS S (SN (NS N AN (SN N N (S N N S —— _— S_—_— _—
0 4 8 12 16 20 24 28 32 36 40 44 48 52 56 60 64 68 72 76 80 84 88 92 96

Months since peak

The Great Recession and the Great Depression This figure compares industnal produc-
tion during the Great Recession of 2008-2009 and during the Great Depression of the 1930s.
Output is normalized to be 100 for the peak before the downtum (December 2007 and
August 1929). The data show that the recent downturn was much shallower and shorter.

Data from: Board of Governors of the Federal Reserve System.

34




EH R ARG B

s B (Liquidity Trap)

My sk oy N RSN, @5 HIT
R OALLBAGE KT .
tban, R XHHRJCFAE , Xl

il

[4A]

Winbemptsr, FRWASTE, SEHFRBEAS

IR

IR W R B R (R S 6
4 ORI CATEETTIENG, AT IR T LU i

e Ry Il B AR R 17 QPR SR b R 256

35



124 2Z£+

A5 ATRT— 51 H HY 2 IR AT A e oK

o FATEAEAR 1 0 A3 -5 46 301 D2 T BOROAN 1A B

BRI T H

ERI, RS2 aFRIEn, JAE A2
A 30 o S

ERH], D ks 2 R, ﬁzﬂ]ﬁ JIS-LM A%

TR ZEBUR AL B N AR] 52 1 2257



