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10. 

· If one product’s prices increase in the economy, it will not have any effect on the price level. However, it will increase the output of oil due to the price increase, so AS will shift right. 

· If the Fed were to increase the money supply, the price level would increase and AD would shift right. 

15. 

A. n = .08 – 2u + n -> -.08/-2 = u  -> u = .04

B. .04 = .08 – 2u + .08 -> -.04 + .08 = 2u -> u = .02
C. .08 = .08 – 2u + .04 -> -.04 = -2u -> u = .02
22. 

A. The Fed would increase the money Supply (AD Shift Right)

B. B. The Fed would decrease the money Supply (AD Shift Left)

24. Episode 1: Output only changed 3.3 and 3.9% back in 1960-61. Then, jumped up to 7.5% This is where AD shifted right and output increased. 

Episode 2:  In 67 to 68, the price deflator jumped 1.2 percentage points. This is    where AS shifted right and the prices soared. 

