
CONCEPT: AGGREGATE EXPENDITURES MODEL AND THE MULTIPLIER EFFECT 

● The multiplier effect describes how an initial boost in spending leads to a much higher increase in __________ 

□ In the AE model, think like this: 

 > AE  = ________________ 

  > GDP = ________________ 
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𝑇𝑜𝑡𝑎𝑙 𝐼𝑛𝑐𝑟𝑒𝑎𝑠𝑒 𝑖𝑛 𝐺𝐷𝑃 =
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 Amount (in billions) 
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