
The diagram shows equilibrium in the money market at point X.

If there is an increase in the level of income in the economy, which point shows the new equilibrium
in the short term?
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Which combination of policies is most likely to reduce cyclical unemployment but might increase
frictional unemployment?
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What would cause the short-run Phillips curve to shift to the right?19
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the unemployment rate is above the natural rate of unemployment, decreasing inflationary
expectations

the unemployment rate is above the natural rate of unemployment, increasing inflationary
expectations

the unemployment rate is below the natural rate of unemployment, decreasing inflationary
expectations

the unemployment rate is below the natural rate of unemployment, increasing inflationary
expectations
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