Unit 3: National and international economy diagrams
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Equilibrium occurs when AS = AD
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Effects of a shift of AD

(a) Economy with spare capacity (b) Economy has very little spare capacity
Price Price
level AS level

AS

\ AD MAD’

| AD’
| ' AD
O Y Y ReaGDP © Y Y’ Real GDP
—>
e Large 1 in output e Small 1 in output
e Small 1 in inflation e Large 1 in inflation

Effects of a shift in AS

Price
level

e 1 in output
e | in inflation

¢P
P’ ==
. | AD
© Y Y'Real GDP
—>
Effect of a tariff Effect of a quota
Pri Price
ree S+ TARIFF S S (Quota)
- BN
S (Free market)
Pem[-"""" =2 :
D / | D

Quantity Qq Qrm Quantity



