Eqlbm in Money Mkt and Interest Parity Eqlbm
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Exchange Rate Overshooting: Adjustment in P from AMS

S-R,L-R Effects of Increase in Money Supply (given Q,Y)

Ekr/$ \QINP [iN]o EhT/S [iN]l [iN]z
[E]" 2 (E]' j\
HOMN [E] YO,
[E]O \ [ius]e‘ [ius]cI
[iys]®
0 i :
' &5 B’ O R 3 [in]” U]
[MS/P"] Sy M s G [MS¥/P?]
[MS!/P°] /2 [MSy]' - [MSy]'
L@, Y)n L3, Y)y
MD, MS MD, MS
Example of T MSy
(S-R effects, Norway’s Perspective) (L-R effegfs, Norway’"s Perspective)
ar (3 & (>
TMSy— liy=Ltkr 1§ 1 [MSy1'= 1 [Py]'= Tiy—= 18, 1 kr

3' - new eqlbm if expectations on iys don’t change




