[bookmark: _GoBack]Graphing Homework – Government Budgets and Crowding Out
Draw the Loanable Funds Market Graphs and describe the effect of different government budgets on that market.  
	Government Budget Deficit
· Associated with __________________ (Expansionary/Contractionary/Neutral) Fiscal Policy.
· Causes a/an __________________ (increase/decrease/no change) to government borrowing and this causes a/an __________________ (increase/decrease/no change) to demand for loanable funds. 
Loanable Funds Market (Show the effect):



Effect on Interest Rate		↑ or ↓ or same
Effect on Private Borrowing	↑ or ↓ or same
Effect on Private Investment	↑ or ↓ or same
Effect on AD in the short run.	↑ or ↓ or same
Effect on LRAS in the long run. 	↑ or ↓ or same
Why?

	Balanced BudgetEffect on Interest Rate		↑ or ↓ or same
Effect on Private Borrowing	↑ or ↓ or same
Effect on Private Investment	↑ or ↓ or same
Effect on AD in the short run.	↑ or ↓ or same
Effect on LRAS in the long run. 	↑ or ↓ or same
Why?
Loanable Funds Market (Show the effect):

· Associated with __________________ (Expansionary/Contractionary/Neutral) Fiscal Policy.
· Causes a/an __________________ (increase/decrease/no change) to government borrowing and this causes a/an __________________ (increase/decrease/no change) to demand for loanable funds.  
Loanable Funds Market (Show the effect):

	Government Budget Surplus
· Associated with __________________ (Expansionary/Contractionary/Neutral) Fiscal Policy.
· Causes a/an __________________ (increase/decrease/no change) to government borrowing and this causes a/an __________________ (increase/decrease/no change) to demand for loanable funds. 
Loanable Funds Market (Show the effect):

Effect on Interest Rate		↑ or ↓ or same
Effect on Private Borrowing	↑ or ↓ or same
Effect on Private Investment	↑ or ↓ or same
Effect on AD in the short run.	↑ or ↓ or same
Effect on LRAS in the long run. 	↑ or ↓ or same
Why?




