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Aggregate demand 
 
 
 
 
 
 
 

Price level 

real GDP 

AD 

AD = Aggregate demand 

GDP = Gross domestic 
 product   

 

 
 AD shows total spend- 
 ing (consumption, in- 
 vestment, government 
 spending and net ex- 
 ports) at different price  
 levels. 

 
 Reasons for down- 
 ward sloping: 
 

 - Wealth effect 
 - Interest rate effect 
 - Effect on exports  
  and imports 

 


