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How do policymakers stabilize the economy?
MACROECONOMICS

' Taxes

f Government spending

f Consumer
spending

f Business
investment 4 Real GDP

‘ Price level

‘ Employment

Aggregate demand
to right (increases)

f Taxes
¥ Government spending

’ Consumer
spending

Business
¥ Real GDP investment
' Price level

¥ Employment

Aggregate demand
to left (decreases)

---------------------------

» Expansionary Monetary Policy 1

» Fiscal and Monetary Policy Goals

Monetary Policy

.' Federal Open Market Committee 'O

Short-term Consumers Employment
interest and . and
rates investors prices

Decrease target
range for the federal
funds rate

‘ Consumer
spending

‘ Business
investment

¥ Decrease 4 Real GDP

interest .
rates f Price level

f Employment

Aggregate demand
to right (increases)

‘ Increase target range
for the federal funds rate

Consumer
' spending

' Business
investment

Increase
’ Real GDP f interest

¥ Price level rates

¥ Employment

Aggregate demand
to left (decreases)

Contractionary
policy AD1

Potential Real GDP Y1

Bank of Atlanta

%é@ Federal Reserve

Follow the @AtlantaFed

6GOMDdEO

Learn more about this topic and download a copy of
this infographic by visiting atlantafed.org/infographics




