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Homework 9
Due Friday, December 15
1. List and discuss three key facts about economic fluctuations.

2. Why is the aggregate demand curve downward sloping?  What is the difference between short-run and long-run aggregate supply?

3. Use an aggregate demand and aggregate supply diagram to analyze the effects of a negative oil shock caused by Hurricane Katrina.
4. What is the government spending multiplier?  How is it calculated?

5. Consider the data contained in http://www.macalester.edu/courses/econ119/robertson/USinfUE.htm.  Plot the data with unemployment on the x-axis and inflation on the y-axis.  

a) Do you see any obvious relationship between unemployment and inflation?
b) Using the same data from http://www.macalester.edu/courses/econ119/robertson/USinfUE.htm, graph the data that fall between 1973 and 1984.  Does any clear relationship emerge?  What about for the data between 1984 and 1994?  Use these graphs with your explanation of the relationship between inflation and unemployment.

c) What seems to be happening since 1994 in the economy?  Given that inflation and unemployment are the two main macroeconomic problems faced by countries, how do the years 1995-1999 look compared to all the years since 1970?
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