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IS-LM Model vs AD-AS Model

IS-LM model AD-AS model
It determines simultaneously Y
and r. Prices are held constant.

It determines simultaneously Y
and P.
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Abbreviations:
Y = Output
r = Interest rate
IS = Equilibria on the goods market
LM = Equilibria on the money market

Abbreviations:
Y = Output
P = Price level
AD = Aggregate demand ( C+I+G+X-M)

where C = Consumption
I = Investment
G = Government spending
X = Exports
M = Imports

AS = Aggregate supply


