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Macro-Economic Policy Design Based on IS-LM-BP Model

HUANG Pei, LIN Xiao-lin

School of Arts and Sciences . Shaanxi University of Science and Technology . Xi'an 710021, China

Abstract: The IS-LM-BP model is transformed into a state space model by selecting the appropriate state
vector and controlling input vector, output vector and interfering input vector. On this basis, we can deter-
mine that the model can be configured by any pole and then we design a pure gain feedback controller. The
appropriate state feedback gain matrices K, and K, are calculated, and the economic system is asymptoti-
cally stable by feedback control. Meanwhile, the output can be adjusted, that is, the actual total supply
and real exchange rate tend to the planning goal. Matlab software for numerical simulation verifies that the
system in the controller can reach the output adjustment. The design of the pure gain feedback controller of
IS-LM-BP model in this paper provides a basis for the design of the model’s macro-economic policy.
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