	Unit 2: National Income and Price Determination
	10-15% of AP


	Objectives
	Graphs/Diagrams

Formulas

	List the determinants of aggregate demand.
Distinguish between changes in AD and a change in price level causing movement along the AD curve.
List reasons why the aggregate demand curve is down sloping.
	Aggregate Demand/Aggregate Supply Model (Short-run and Long-run)



	Given data, determine the size of the spending multiplier and assess is impact on aggregate demand.
	Marginal Propensity to Consume (MPC)

Marginal Propensity to Save (MPS)

Spending Multiplier 1/MPS


	List the determinants of aggregate supply.
Distinguish between changes in AS and a change in price level causing movement along the AS curve.
Explain and demonstrate the shape of the aggregate supply curve in the short and long run; define and show the full-employment level of output (Qf).
 Determine the importance of the shape of the AS curve on the effects of change in the AD curve.

Distinguish between sticky-price and sticky-wage models and flexible price and wage models; identify the effect of these differences on the AS curve.
	Aggregate Demand/Aggregate Supply Model (Short-run and Long-run)



	Determine equilibrium using an aggregate demand/aggregate supply graph and show the effects on price level and Real GDP when equilibrium changes in both the long and the short run.
	Aggregate Demand/Aggregate Supply Model (Short-run and Long-run)

Potential vs. Actual Output

Recessionary Gap and Inflationary Gap

	Define Fiscal Policy—discretionary and non-discretionary.
Define and measure the effect of built-in stabilizers on the economy.
Using AD/AS analysis, show the effect on price level and rGDP of changes in fiscal policy.
Define the balance budget multiplier.
	Sources of Tax Revenue and Government Spending in US

Expansionary and Contractionary Fiscal Policy effects 




