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hivestmentspendingconsistsofspendingonnewbuldings,machinery,plalits,andequipment
hivestmentspendmgisapartofaggregateexpendituresmtheeconomy.Anyincl.easeinrvestment
spendingwillnecessarilyincr€aseaggregateexpenditures(GDP)alidAD.

Dec±sionsaboutinvestmentspendingarebasedonacompal.isonofmarginalcostandmarginal
benefillfafimexpectsapardedarprojecttorieldagrea.terbenefitthancost,itwhundertakeit.An
inportantcos.tassociatedwithinvestmentspendingisthemterestexpeflse.Firmsmusteltperborrow
lnoneytoengageinaninvestmentprojectorusetheirownmoney.hejthercase,theinterestrate
determinesthecostoftheinvestmentprojectlfthefil.mbolrowsmoneytoinvest,Itmustpaytheinterest
ratetoborrow.Ifthefimusesltsownmoliey,thenltgivesupthemterestltcouldha.veearnedbyloachg
thatmoneytosomeoneelse.Thatis,themterestratemea.sulestheopportunjtycostifafiminvestswith
its.ounmoney.

5.Drawagraphdlustratinganinvestmentdemandcurve.Remember,thepricepaldtoinvestisthe
interestrate,soyourgraphshouldchc)wtheinterestrateontheverticala]ns,andthedemand
curveshouldbaveaslopethatiHustra.testherelationshipbetweentheinterestrateandtheamount
ofinvestmentafiinwiHundertake.

I.-:I,,}Ivi,f#:Jf~6.Whatfactorsconddcauseafrmtoinvestmoreorlessatanygivenledoftheinterest:Zt-:;`i#t
is, what could cange the inveshaent demand -e to shffi (in,crease or decrease#                        \
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